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PART |
Items 1. and 2. Business and Properties.

All of our periodic report filings with the Secueés and Exchange Commission (SEC) pursuant tod®et8(a) or 15(d) of the Securities Exchange Adi9®4, as amended, are available, free of chatgeugh our web site
www.fcx.com, including our annual reports on For@iK, quarterly reports on Form 10-Q, current repodn Form 8-K and any amendments to those repbiisse reports and amendments are available througlhwveb site
as soon as reasonably practicable after we eledtally file or furnish such material to the SEC.

References t‘we,” “us” and “our” refer to Freeport-McMoRan Coppr & Gold Inc. (FCX) and its consolidated subsidés; including, except as otherwise stated, PhBipdge Corporation (Phelps Dodge) and its
subsidiaries, which we acquired on March 19, 20R&ferences t“Notes” refer to the “Notes to Consolidated FinaatiStatements” included in our 2007 Annual Reppodiuded herein (see Item 8. Financial Statements an
Supplementary Data).

GENERAL

We are one of the world’largest copper, gold and molybdenum mining corigsain terms of reserves and production. Our ppaicasset is the Grasberg minerals district in Ramdonesia, which based on the latest avai
reserve data provided by third-party industry cdtasiis, contains the largest single recoverabl@eppeserve and the largest single gold reseremyimine in the world.

On March 19, 2007, we acquired Phelps Dodge, g finlegrated producer of copper and molybdenunh wiines in North and South America, processing loéifias for other by-product minerals and sevetavelopment
projects, including Tenke Fungurume in the DemaciRepublic of Congo (DRC).

In North America we have six operating copper minégorenci, Bagdad, Sierrita and Safford in Arizpaad Chino and Tyrone in New Mexico, as well as operating molybdenum mine — Henderson in Colarddo
addition, we have announced plans to restart tterVicopper mine in Arizona, and the Climax molyhag®mmine in Colorado. All of these operations arellyhowned, except for Morenci, in which we have&mnpercent
joint venture interest. The North American minirgecations are operated in an integrated fashiorhamd lon-lived reserves with additional development potenti

In South America we have four operating copper sin€erro Verde in Peru, and Candelaria, Ojos disld® and El Abra in Chile. We own a 53.56 perdetetrest in Cerro Verde, 80 percent interests indetaria and Ojos
del Salado, and a 51 percent interest in El Abra.

In Indonesia we own 90.64 percent of PT Freepatbifresia, including 9.36 percent owned through dwlly owned subsidiary, PT Indocopper Investama Government of Indonesia owns the remaining 9e36gnt of PT
Freeport Indonesia. PT Freeport Indonesia opetatésr an agreement called a Contract of Work thighGovernment of Indonesia. The Contract of Wiekmits us to conduct exploration, mining and pdiun activities ir
a 24,700-acre area called Block A, which includes®rasberg mineral district. Under the Contraddoirk, PT Freeport Indonesia also conducts explmmaictivities (which had been suspended, but resLim 2007) in an
approximate 500,000-acre area called Block B.

In Africa, we have a 57.75 percent interest inTeaeke Fungurume project in the DRC. The Tenke Eumge mine will produce copper and cobalt and fgeeted to commence mining operations in 2009.

Our mining revenue for 2007 (pro forma to inclube operations of Phelps Dodge before the acquiditincludes sales of copper (approximately 79 @etjc molybdenum (approximately 11 percent) and gapproximately
6 percent). Our consolidated copper productiona/@noforma basis to include the operations of hBlodge before the acquisition) was primarily frilmree mines, the Grasberg minerals district irotesia (approximately
30 percent), the Morenci mine in Arizona (approxieia18 percent), and the Cerro Verde mine in Repproximately 15 percent).

For information about our segments and geograpkiasasee Note 18.
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The locations of our operating mines, as well thiosgevelopment are shown on the map below.

FCX Mining Locations

Marenci
Bagdad
Sierrita

Miarni
Saffaord
Chino
Tyrone
Henderson
Clirnax

Cerro erde
CandelariafOjos del Salado
El Abra ®

As a mining company, our principal assets are esenves. At December 31, 2007, consolidated reableeproven and probable reserves totaled 93idjtiounds of copper, 41.0 million ounces of g@ billion pounds of
molybdenum, 230.9 million ounces of silver and Bilson pounds of cobalt. Approximately 40 percefour copper reserves were in Indonesia, appraelyp28 percent were in South America, approxima2al percent
were in North America and approximately five petogere in Africa. Approximately 96 percent of ayold reserves were in Indonesia, with our remaigjalgl reserves in South America. Our molybdenuramess are

DifTica

Tenke Fungururme

Indonesia

primarily in North America (approximately 90 per¢gmwith our remaining molybdenum reserves in SoAtherica. (See “Ore Reserves”).

The diagram below shows our corporate structure.

FCX

100% 100% 90.64%
Phelps Dodge Atlantic PT Freeport
Corporation Copper Indonesia
100% Varying

Interests 250

Morenci Ol::hser International PT Smelting

Mine e Operations
Operations
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NORTH AMERICA
Our North American mining operations comprise copgeerations from mining through rod production,lybalenum operations from mining through conversmohemical and metallurgical products, and theketing and
sale of both product lines. We have six operatimgper mines in North America — Morenci, Bagdadri@& Safford, Chino and Tyrone, and one operatirajybdenum mine — Henderson. Additionally, in Deter 2007, we
announced our plan to restart the Climax molybdemine and in January 2008, our plan to restarfMiami mine. Our North American mining division alfcludes rod and refining operations, which csinsf copper
conversion facilities including a smelter, refinergd mills and a specialty copper products fagilit
Following are maps and descriptions of our Northekiten mining operations:

Morenci and Safford

LOCATOR MAP

Morenci
Clifton

® Town
=~ Rallway

Morenci. Morenci, the largest copper mine in North Ameriszan operpit copper mining complex located in Greenlee CpuAtizona, approximately 50 miles northeast off&af on U.S. Highway 191. The site is acces:
by a paved highway and a railway spur. We own ape38ent interest in Morenci, and 15 percent isevoy affiliates of Sumitomo Corporation. Each parttakes in kind its share of Morenci’s productidhe operpit mine
has been in continuous operation since 1939 andqusy was mined through underground workings. Mwgenci mine is a porphyry copper deposit thatleashable oxide and secondary sulfide mineratimataind millable
primary sulfide mineralization. The predominantdexicopper mineral is chrysocolla. Chalcocite isrttwst important secondary copper sulfide minerdl@ralcopyrite the dominant primary copper sulfide.

The Morenci operation consists of a 49,000 metnicier-day (54,000 short tons per day) concentthgirproduces copper and molybdenum concentnat@) 00 metric ton-per-day crushed-ore leach padséacking
system, a large low-grade run-of-mine (ROM) leaghsgstem, four solution-extraction (SX) plants, amee electrowinning (EW) tank houses that prodiamper cathode. Total EW tank house capacity psagmately 965
million pounds of copper per year. Total annualpmpproduction over the next three years is expecteange between 790 to 990 million pounds (67840 million pounds for our share) and total ahnmualybdenum
production approximates one million pounds per y®mrenci uses a fleet of 115 235-metric ton hautks loaded by 15 shovels with bucket sizes rapffiom 47 to 55 cubic meters, which are capablme¥ing an average
of 1,000,000 metric tons of material per day.

The concentrate leach, direct-electrowinning faciit Morenci is ramping up production followingramissioning in third-quarter 2007. This projectsiser proprietary medium-temperature, pressurehlegand direct-
electrowinning technology, which will enhance csatings by processing concentrates on-site insteskipping concentrates to smelters for treatraentby providing acid as a by-product for use achéng operations. The
concentrate-leach project included the restartrofla which adds 115 million pounds of copper puation per year and the mill is operating near capaf 49,000 metric tons-per day.




Table of Contents

Morenci is located in a desert environment wittfall averaging 13 inches per year. The highestbetevation is 1,950 meters above sea level, f@dlitimate pit bottom is expected to have an ¢ienaf 900 meters above
sea level. The Morenci operation encompasses ajppately 53,944 acres comprising 47,609 acres afrgati mining claims and other fee lands, 5,914sacfenpatented mining claims, and 421 acres af held by state or
federal permits, easements and rights-of-way.

Morenci receives electrical power from Tucson Eied®ower Company, Arizona Public Service, andlthra Energy Facility in Deming, New Mexico (in whigve own a one-third interest). Although we beligve Morenci
operation has sufficient water sources to supp@ring operations as currently planned, we are gygarlitigation that could adversely affect ourtearights at Morenci and at our other propertiediizona. (Refer to ltem 3,
Legal Proceedings, for information concerning ttaéus of these proceedings.)

Safford. The Safford project is an open-pit copper mintngnplex located in Graham County, Arizona, apprately eight miles north of the town of Safford d@#D miles east of Phoenix. The site is accesbipleaved
county road off U.S. Highway 70. The project constion is essentially complete, and initial prodoictcommenced in late 2007 with a ramp up to fudiduction of 240 million pounds of copper per yeapected in the first
half of 2008. The Safford mine includes two porphgopper deposits that have leachable oxide arshsacy sulfide mineralization. The predominant exapper minerals are chrysocolla and copper-bgédn oxides.
Chalcocite is the most important secondary coppkids mineral.

The property is a mine-for-leach project and presucopper cathodes. The operation will consisivofdpen pits feeding a crushing facility with a aejpy of 103,000 metric tons per day of crushed ®he crushed ore is
delivered to a single leach pad by a series oflamdrand portable conveyors. ROM ore is placecherigach pad by trucks. Leach solutions feed afeBXfacility with a capacity of 240 million pound$ ecopper per year.
Average annual copper production over the nexetlyears is expected to range between 205 to 24@mlounds. The mining fleet consists of 17 235#imeéon haul trucks, expanding to 21 trucks by ¢nel of 2008, loaded
by five shovels with bucket sizes ranging from 8 B# cubic meters, which are capable of movingwenage of approximately 285,000 metric tons per. day

Safford is located in a desert environment withfi@l averaging 10 inches per year. The highestbeatevation is expected to be 1,350 meters abeardesel, and the ultimate pit bottom is expectellave an elevation of 7!
meters above sea level. The Safford operation epasses approximately 24,957 acres comprising 2&6&5 of patented lands, 3,932 acres of unpatéaned and 31 acres of land held by federal permit.

The Safford project receives electrical power tigiothe Southwest Transmission Cooperative, a siatngidf Arizona Electric Power Cooperative, Incltfugh we believe the Safford operation has sigfficwater resources

to support mining operations as currently planweslare a party to litigation that could adversetpact the water rights at Safford and at our ogineperties in Arizona. (Refer to Item 3, Legal &edings, for information
concerning the status of these proceedings.)

Bagdad

LOCATOR MAP
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Bagdad is an open-pit copper and molybdenum micargplex located in Yavapai County in west-centrakzéna. It is approximately 60 miles west of Presead 100 miles northwest of Phoenix. The propean be
reached by Arizona Highway 96, which ends at thentof Bagdad. The closest railroad siding is atsiitie, Arizona, approximately 24 miles southeasfdzona Highway 96. The open-pit mining operatias been ongoing
since 1945, and prior mining was conducted thraugdterground workings. The Bagdad mine is a porpbgpper deposit that has leachable oxide and sacpsdlfide mineralization, and millable primaryfale
mineralization. The predominant oxide copper mitsea@e chrysocolla, malachite and azurite. Chatedsithe most important secondary copper sulfideenal, and chalcopyrite and molybdenite the domimaimary sulfides

The Bagdad operation consists of a 75,000 metnigpr-day concentrator that produces copper angihdehum concentrates, and an SX/EW plant that pexioopper cathode from solution generated by IadgROM
leaching and from conversion of a portion of mdpper concentrates in a concentrate-leach plartnidjority of concentrate produced is smelted atvtiami, Arizona, facility. Additionally, up to 3fillion pounds per year
are produced as cathode from the SX/EW and coraterach plants and up to 20 million pounds per j®m the ROM leaching system. Total projecteduath copper production over the next three yeaexjected to
range from 200 to 225 million pounds. Molybdenuraduction at the Bagdad mill ranges from 8 millionl1 million pounds per year. The current minitegf has the capacity to move in excess of 180p0@0ic tons of
material per day using 25 235-metric ton haul tauidladed by seven shovels with bucket sizes rarfgimg 20 to 47 cubic meters.

In 2002, we constructed a high-temperature, conaenteaching demonstration plant designed to rec8% million pounds of commercial-grade coppehode annually from chalcopyrite concentrates. Hudify is the first
of its kind in the world to use high-temperatureggsure leaching to process chalcopyrite concestr&uring 2005, this facility was used to test dathonstrate medium-temperature, pressure leaahnidglirect-
electrowinning technology, which is now used atNharenci concentrate-leaching facility, and waswarted back to high-temperature, pressure leadhibecember 2005. In December 2007, we announ@atsb convert
this facility to a molybdenum concentrate leachliigchy 2010, which is expected to increase ounal molybdenum processing capacity by approxing&@lmillion pounds.

Bagdad is located in a desert environment withfatliaveraging 15 inches per year. The highest beevation is 1,200 meters above sea level, amdlitimate pit bottom is expected to be 475 medbve sea level. The
Bagdad operation encompasses approximately 21¢f43 aomprising 21,143 acres of patented miningnsland other fee lands, and 600 acres of unpatenitging claims.

Bagdad receives electrical power from Arizona RuBkrvice Company. Although we believe the Bagdastation has sufficient water resources to supparing operations as currently planned, we arerty pa litigation
that could adversely affect our water rights atd@edjand at our other properties in Arizona. (Refdtem 3, Legal Proceedings, for information ceming the status of these proceedings.)

Sierrita

LOCATOR MAP




Table of Contents

Sierrita is an open-pit copper and molybdenum ngimiomplex located in Pima County, Arizona, appraatiey 20 miles southwest of Tucson and seven mikett of the town of Green Valley and Interstatettiigy 19. The
site is accessible by a paved highway and by Tai. mine has been in operation since 1959. Theitaienine is a porphyry copper deposit that hasHehle oxide and secondary sulfide mineralizatom millable primary
sulfide mineralization. The predominant oxide cappénerals are malachite, azurite and chrysoc@kalcocite is the most important secondary coppiide mineral, and chalcopyrite and molybdenite ttominant primary
sulfides.

The Sierrita operation consists of a 102,000 médrieper-day concentrator, two molybdenum roastacsa rhenium processing facility. The facility guees copper and molybdenum concentrates. Siatsiteproduces
copper from a ROM oxide-leaching system. Cathogmenis plated at the Twin Buttes EW facility whicas a design capacity of approximately 50 millounds of copper per year. In 2004, a copper sutfgistal plant
began production. The facility has the capacitprmduce 40 million pounds of copper sulfate pery&atal annual copper production over the nex¢ehyears is expected to range from 155 to 190anifiounds.
Molybdenum production averages approximately 20ignilpounds per year. The molybdenum facility cetsbf a leaching circuit, two molybdenum roasterd a packaging facility. The molybdenum facilitecess
Sierrita concentrate, concentrate from our otheresiand concentrate from third-party sources. Tinent mining fleet has the capacity to move anaye of 200,000 metric tons of material per dapgi€3 210- to 235-
metric ton haul trucks loaded by five shovels viititket sizes ranging from 21 to 47 cubic meters.

Sierrita is located in a desert environment withfedl averaging 12 inches per year. The highestheelevation is 1,350 meters above sea leveltfnditimate pit bottom is expected to be 600 nsetdwove sea level. The
Sierrita operation encompasses approximately 22a82€s comprising 14,400 acres of patented minaigns and other fee lands, 5,725 acres of unpatenteing claims (includes 3,655 acres overlayirdgefal minerals on
previously counted fee lands), and 2,195 acresaxfdd lands.

Sierrita receives electrical power through longrteontracts with the Tucson Electric Power Compdithough we believe the Sierrita operation hagisieht water resources to support mining operatias currently
planned, we are a party to litigation that couldeadely affect our water rights at Sierrita and@tother properties in Arizona. (Refer to IteniL8gal Proceedings, for information concerningstetus of these proceedings.)

Miami
Arizona o
) 60,
== S
Phoenix
N
@ Town A
——— Railway
> Mine e
MILES

Miami is an open-pit copper mining complex locatedsila County, Arizona, approximately 90 miles tafsPhoenix and six miles west of the city of Gdain U.S. Highway 60. The site is accessible bsnaed highway and
by rail. The Miami mining operation has been oreeand-maintenance status since 2002, but hasibatgmprocessed copper ore using both flotatiod kaching technologies since about 1915. Sinc@ 2@8idual leaching
of stockpiles has continued with copper recovenethk SX/EW process. The Miami mine is a porphyopper deposit that has leachable oxide and secpsdide
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mineralization. The predominant oxide copper mitseaae chrysocolla, copper-bearing clays, malaaniazurite. Chalcocite and covellite are the riropbrtant secondary copper sulfide minerals.

The design capacity of the SX/EW plant is 200 miilpounds per year. In January 2008, we annoumgeplan to restart the Miami mine. We expect fates of production to approximate 100 million pdsiof copper per
year. Refer t¢‘Development and Exploration” for further discussio

The Miami smelter processes concentrate primamisnfBagdad, Sierrita, Morenci and Chino and has lie@roduction for over 80 years. The smelter esn upgraded during that period to implement remhriologies, to

improve production and to comply with current airtity standards. Concentrate processed througbnisdter totaled approximately 759,000 metric or3007 and 612,000 metric tons in 2006. Sulfuditlas a by-product
of smelting concentrates, and the Miami smeltéhésmost significant source of sulfuric acid for demestic leaching operations. The Miami rod ptagats cathodes from Miami and other domesticatjmers and produces
approximately 316 million pounds of copper rod pear.

Miami is located in a desert environment with ralhfiveraging approximately 18 inches per year. filgaest bench elevation is 1,400 meters abovéesed and the ultimate pit bottom is expectededBB0 meters above sea
level. The Miami operation encompasses approxim&gl58 acres comprising 8,725 acres of patent@ihmiclaims and other fee lands, and 333 acrespdtented mining claims.

Miami receives electrical power through long-teromracts with the Salt River Project and natural timough long-term contracts with El Paso Nat@as. Although we believe the Miami operation hdficant water
resources to support mining operations as currgidyned, we are a party to litigation that couddexsely affect our water rights at Miami and at other properties in Arizona. (Refer to Item &gl Proceedings, for
information concerning the status of these procegsd)

Chino and Tyrone

LOCATOR MAP

Silver City

% X Cobre

Chino. Chino is an open-pit copper mining complex locatesouthwestern New Mexico in Grant County, apprately 15 miles east of the town of Silver City of State Highway 180. The mine is accessible &yegl
roads and by rail. Chino has been in operationesir®d0. The Chino mine is a porphyry copper depuiiit adjacent copper skarn deposits. There ishiglale oxide and secondary sulfide mineralizatiowl, millable primary
sulfide mineralization. The predominant oxide cappénerals are chrysocolla and azurite. Chalcdsite most important secondary copper sulfide nainand chalcopyrite and molybdenite the domimmithary sulfides.

The Chino operation consists of a 39,000 metriegerrday concentrator that produces copper andbdelyum concentrates, and a 150 million pound-par-8&X/EW plant that produces copper cathode frolutiso
generated by ROM leaching. Total annual copperyetdn over the next three years is expected tgedrom 180 to 245 million pounds, along with anmaalybdenum production of approximately one mitlipounds. The
current mining fleet has the capacity to move aerage of 180,000 metric tons of material per déizimng a fleet of 23 245- and 290-metric ton hauicks loaded
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by eight shovels/loaders with bucket sizes ranfiiog 14 to 47 cubic meters. Copper ore is crushmetisent to the concentrator. Leach ore is placestarkpiles located throughout the property andeheh solution is
processed at Chino’s SX/EW facility that has a mmaxin capacity of 153 million pounds of copper cathpdr year.

Chino is located in a desert environment with rairdveraging 16 inches per year. The highest beimhation is 2,250 meters above sea level, andltimeate pit bottom is expected to be 1,500 metbisve sea level. The
Chino operation encompasses approximately 118,68% @omprising 113,258 acres of patented miniagns and other fee lands, and 4,804 acres of umegtenining claims (including 22,907 acres ovenayfiederal and
state minerals on previously counted fee lands).

Chino receives power from the Luna Energy Facditgl from the open market. It also has the abititgelf-generate power. We believe Chino has sefiicivater resources to support mining operatiorcsigently planned.

Tyrone. Tyrone is an open-pit copper mining complex lodatesouthwestern New Mexico in Grant County, apprately 10 miles south of Silver City, New Mexia@png State Highway 90. The site is accessiblpawed
road. The open-pit mine has been in operation si86&. The Tyrone mine is a porphyry copper depbiiteralization is predominantly leachable secopdailfide consisting of chalcocite.

Copper processing facilities consist of an SX/EVéragion with a maximum capacity of 168 million pasrof copper cathodes per year. Annual copper ptamuover the next three years is expected toedram 80 to 115
million pounds. The current mining fleet has thpaeity to move an average of 120,000 metric tonmsaterial per day using a fleet of 15 190-metrit aul trucks loaded by five shovels with buckeesiranging from 22 to
54 cubic meters. Historically, ore production haswred from numerous open pits throughout the Blteing is currently ongoing in a single, largentral open pit.

Tyrone is located in a desert environment withfediraveraging 16 inches per year. The highest besbevation is 2,000 meters above sea level, amdlitimate pit bottom is expected to have an elematf 1,500 meters abo
sea level. The Tyrone operation encompasses appatedy 35,200 acres comprising 18,755 acres ofhpademining claims and other fee lands, and 16ab6s of unpatented mining claims (includes 1,xt6saoverlaying
federal minerals on previously counted fee lands).

Tyrone receives electrical power from the Luna Byefacility and from the open market. Tyrone alas the ability to self-generate power. We beliddeTyrone operation has sufficient water resouteesipport mining
operations as currently planned.

Henderson and Climax
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Henderson.The Henderson molybdenum mine is located approeinmd2 miles west of Denver, Colorado, off U.Sghiivay 40. Nearby communities include the townsmpite, Georgetown and Idaho Springs. The
Henderson mill site is located approximately 15esivest of the mine, and is accessible from Cot&tdte Highway 9. The Henderson mine and milkcareected by a 10-mile conveyor tunnel under theti@ental Divide
and an additional five-mile surface conveyor. Tinenel portal is located five miles east of the niithe mine has been in operation since 1976. Theletson mine is a porphyry molybdenum deposit withybdenite as the
primary sulfide mineral.

The Henderson operation consists of a large blasle-einderground mining complex feeding a 36,000imttn-per-day concentrator. Henderson has theagpto produce approximately 40 million poundsvodlybdenum
per year with production expected to be at or wapacity over the next three years. The undergroninthg equipment fleet consists of 17 nine-meiimic load-haul-dumps, and seven 36- and 73-metnihéul trucks, which
feed a gyratory crusher feeding a series of thueeland conveyors to the mill stockpiles. Miningcisrrently from two production levels. The majoritiithe molybdenum concentrate produced is shippedir Fort Madison,
lowa, processing facility.

The Henderson mine is located in a mountain regiitim the main access shaft at 3,180 meters abavéesel. The main production levels are currentlglavations of 2,350 and 2,000 meters above seh [€his region
experiences significant snowfall during the wintesnths.

The Henderson mine and mill operations encompgs®aimately 11,878 acres comprising 11,843 acrgsaténted mining claims and other fee lands, aB-acre easement with the U.S. Forest Service fostihface portio
of the conveyor corridor.

Henderson operations receive electrical power giindang-term contracts with Xcel Energy and natgas through longerm contracts with BP Energy with Xcel Energy fzes transporter. We believe Henderson has suffi
water resources at the mine and mill for any plarm@duction scenarios.

Climax. The Climax molybdenum mine is located 13 milegmeast of Leadville, Colorado, off Colorado Steighway 91 at the top of Freemont Pass. The miredgssible by paved roads. The Climax mine isrphyoy
molybdenum deposit with molybdenite as the pringrifide mineral.

The Climax mine was placed on care-andintenance status in 1995. In December 2007, wewarted plans to restart the Climax mine. This $8@0on project involves construction of new mil§ facilities and the restart
open-pit mining. Refer to “Development and Explarat for further discussion.

The Climax mine is located in a mountain regione Hiighest bench elevation is approximately 4,05@rmsebove sea level, and the ultimate pit bot®expected to be approximately 3,100 meters abeadesel. This regio
experiences significant snowfall during the wimtesnths. The Climax operation encompasses approgiynag,339 acres of patented mining claims andrdéeslands.

Climax’s electrical power is supplied by Xcel Engrgve expect that once the operations are restaxteel Energy will be able to supply sufficient eggto the Climax mine. Although we believe then@dix operation has
sufficient water resources to support mining operestas currently planned, we are a party to litigathat could adversely affect our water right€hmax. (Refer to Item 3, Legal Proceedings,ifdormation concerning the
status of these proceedings.)

Other North American Operations

Rod and Refining operationsOur rod and refining operations consist of cosiger facilities including a refinery in El Paso,XBs, rod mills in El Paso, Texas; Norwich, ConrmdtiMiami, Arizona and Chicago, lllinois, and
a specialty copper products facility in Bayway, Nésvsey. We refine our anode copper productiom foar smelter in Miami, Arizona, along with purchdsanodes at our El Paso refinery. The El Pasnamgfihas an annual
production capacity of about 900 million poundsopper cathode, which is sufficient to refine h# anode copper we produce at Miami. Our El Pa#werg also produces nickel carbonate, copperrieldy and autoclaved
slimes material containing gold, silver, platinundaalladium.
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We are the world’s largest producer of continuoastcopper rod, which is the basic feed for thetateal wire and cable industry. Most of our refineopper and additional purchased copper cathoctenigerted into rod at
our four continuous-cast copper rod mills, whickréna collective annual capacity to convert more thvéo billion pounds of refined copper into rod asttier refined copper products.

Molybdenum Conversiorfacilities. We process molybdenum concentrates at our caoweptants in the United States and Europe intdgroducts as technical-grade molybdic oxide, featybdenum, pure molybdic
oxide, ammonium molybdates, molybdenum metal posvdad molybdenum disulfide. We operate molybdenmsters at Green Valley, Arizona; Fort Madison,dpand Rotterdam, the Netherlands.

The Green Valley, Arizona facility, which is locdtat our Sierrita mine, consists of two molybdemomsters that process molybdenum concentrates peddat our mines and on a toll basis for thirdipartThe facility
produces molybdenum oxide and related products.

The Fort Madison, lowa, facility consists of two lylsdenum roasters, a sulfuric acid plant, a metgibal (technical oxide) packaging facility, angt@mical conversion plant, which includes a wetrticals plant and
sublimation equipment. In the chemical plant, madlighoxide is further refined into various high-gyrimolybdenum chemicals for a wide range of usest®mical and catalyst manufacturers. In addittométallurgical oxide
products, the Fort Madison facility produces ammaniimolybdate, pure molybdic oxide, ammonium heytlybdate, ammonium octamolybdate, sodium molyhdatlelimed pure molybdic oxide and molybdenum didal

The Rotterdam conversion plant consists of a maiyloeh roaster, sulfuric acid plant, metallurgicatkmging facility and chemical conversion plant. Tent produces metallurgical products primarily tltird parties.
Ammonium dimolybdate and pure molybdic oxide areduiced in the wet-chemicals plant.

We also produce ferromolybdenum and molybdenumifiisufor worldwide customers at our conversionrglpcated in Stowmarket, United Kingdom. The plantperated both as an internal and external mesteolling
facility.

Process TechnologZenters We have a process technology center locatedfioi®l, Arizona. The objective of the center iglevelop technologies that will enhance our comipetiposition in the world copper market. The
center provides metallurgical process developmapabilities, process optimization services, metgital testing and advanced material charactedragervices to meet the needs of our operationsvifkes are focused on
the development of new cost-competitive, “step geéniechnologies and the continuous improvememixadting processes, with an emphasis on the effeatiplementation, transfer and sharing of techgywithin our
operations and projects. The center employs apmaely 125 engineers, scientists and technical@uspaff. The facilities include:

« alarge-diameter, column-leach facility for testig-of-mine material, which is capable of procegsip to approximately 550 metric tons of ore afigua
« acontinuous SX/EW test facility capable of prodgcapproximately 3,000 pounds of copper cathodelagy

« asmall-diameter, column-leach facility with a ceipaof about 250 individual tests per year forsitad material;

« a metallurgical laboratory for the development imidigical leaching processes and enhancementsythed biological applications;

« a demonstration facility for production of new cepproducts; and

« a state-of-the-art material characterization latmwyewith advanced mineralogy, analytical chemistngl metallography capabilities.

The principal areas of activity include hydrometedly (leaching and SX/EW), mineral processing (sing, grinding and flotation), material charactetian, environmental technology, new copper proglacd technical
information services.
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We also have a molybdenum technology center lodat&ahuarita, Arizona, focused on new product tigreent and product applications as an extensi@muommetals business. In addition, our Climax tetbgy center
produces molybdenum metal powders.

SOUTH AMERICA

We have four operating copper mines in South Amaeri€erro Verde in Peru, and Candelaria, Ojos dkld® and El Abra in Chile. These operations ineladen-pit and underground mining, sulfide ore eom@ting,
leaching and SX/EW.

Following are maps and descriptions for our Southefican Mining operations:

Cerro Verde

Cerro Verde is an opepit copper and molybdenum mining complex locatedrl@s southwest of Arequipa, Peru. The site igasible by paved highway. We have a 53.56 perogsiteist in Cerro Verde. The remaining 4¢€
percent is held by SMM Cerro Verde Netherlands B21.0 percent), Compafiia de Minas BuenaventuraAS (A8.5 percent) and other shareholders whoseesheae publicly traded on the Lima Stock Exchaitg@4
percent). The Cerro Verde mine has been in operatitce 1976.

The Cerro Verde mine is a porphyry copper depbsit has leachable oxide and secondary sulfide alimation, and millable primary sulfide mineraliiat. The predominant oxide copper minerals are lmatite,
chrysocolla, malachite and copper “pitch.” Chalteeind covellite are the most important secondapper sulfide minerals. Chalcopyrite and molybdeaite the dominant primary sulfides.

Cerro Verde’s current operation consists of an ggienopper mine and SX/EW leaching facilities. tleaopper production is derived from a 39,000 metn-per-day crushed leach facility and a ROM lesygstem. This
leaching operation has a capacity of approxima28ly million pounds of copper per year. A new 108,8tetric ton-per-day concentrator was completddt# 2006, and processing of sulfide ore begaherfaurth quarter of
2006. Annual production over the next three yesiexpected to range from 655 to 705 million pounfdsopper (350 to 375 million pounds for our shae)l seven to nine million pounds of molybdenunui(fio five million
pounds for our share).

Cerro Verde has sufficient equipment to move amages of 295,000 metric tons of material per dapgisi fleet of 26 180-metric ton and 230-metric el trucks loaded by six shovels with bucket sizeging in size from
21 to 46 cubic meters.

Copper cathodes and concentrate production arspoaied approximately 70 miles by truck and raihte Pacific Port of Matarani for shipment to im&tional markets.
Cerro Verde is located in a desert environment véthfall averaging 1.5 inches per year and isnraetive seismic zone. The highest bench elevagi@B00 meters above sea level, and the ultimateofom is expected to

2,000 meters above sea level. Cerro Verde has iagnioncession covering
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approximately 53,094 acres plus 15 acres of owmepeauty and 22 acres of rights-of-way outside theimg concession area.

Cerro Verde receives electrical power under lterga contracts with Electroperu and Empresa de @eitn Eléctrica de Arequipa. The existing frestenattake and supply system on the Rio Chili wasaexied for the Cer
Verde concentrator project. Cerro Verde's partitgrain the Pillones Reservoir Project has secuater rights that we believe will be sufficientsapport Cerro Verde's operations as currently pgann

Candelaria and Ojos del Salado
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Candelaria Candelaria is an open-pit and underground copyeing complex located approximately 12 miles kooft Copiapé in northern Chile’s Atacama provinRegion Ill. The site is accessible by two maintdidét
roads, one coming through the Tierra Amarilla comityuand the other off of Route 5 of the InternaibPan-American Highway. We have an 80 percestést in Candelaria. The remaining 20 percentéstas owned by
affiliates of the Sumitomo Corporation. The openepipper mine has been in operation since 1993tednderground copper mine since 2005.

The Candelaria mine is an iron oxide, copper/gelpasit. Millable primary sulfide mineralization cists of chalcopyrite.

The Candelaria operation consists of an open-pipeomine and a 4,000 metric ton-per-day undergt@mapper mine, which is mined by sublevel stopfegding a 67,000 metric ton-per-day concentratora@erage, open-
pit mining operations move 290,000 metric tons atenial per day using a fleet of 50 225-metric tanl trucks loaded by nine shovels with bucketssiamging from 13 to 43 cubic meters. Copper comatgs are transported
by truck to the Punta Padrones port facility loddteCaldera, approximately 50 miles northwesthef imine. Annual copper production is expected ngeafrom 300 to 360 million pounds (240 to 285 millpounds for our
share) over the next three years.

Candelaria is located in a desert environment veitifall averaging less than one inch per yeariari an active seismic zone. The highest benclaélen is 675 meters above sea level, and the alérpit bottom is expected
to be 30 meters below sea level. The Candelaripgpty encompasses approximately 13,390 acres dimgjiapproximately 544 acres for the port facilityCaldera. The remaining property consists of mihgghts owned by
us in which the surface is not owned but is cofetbby us consistent with Chilean law.

Candelaria receives electrical power through Iergatcontracts with Empresa Eléctrica Guacolda $&Aocal energy company. Candelaria’s water suppiges from well fields in the area of Tierra Amlarénd Copiap6 that
draw water from the Copiapé River aquifer. Becanfsapid depletion of that aquifer in recent yearsgoing studies are addressing the adequacyfvdiier supply for mining operations as planned.
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Ojos del Salado Ojos del Salado consists of two underground eopgines (Santos and Alcaparrosa) and a 4,000¢netiper-day concentrator. The operation is |latagproximately 10 miles east of Copiap6 in norther
Chile’s Atacama province, Region Ill, and is acdassby paved highway. We have an 80 percent isténeOjos del Salado. The remaining 20 perceetrést is owned by affiliates of the Sumitomo Cogpion. The Ojos del
Salado operation began commercial production ir9192

The Ojos del Salado mines are iron oxide and cagpler deposits. Millable primary sulfide mineraliza consists of chalcopyrite.

The Ojos del Salado operation has a capacity @®BBetric tons per day of ore from the Santos ugrdeind mine and 4,000 metric tons per day fromAfeaparrosa underground mine. The ore from bothesis mined by
sublevel stoping, which is a variation of blasthsteping, because both the ore and enclosing reksompetent. The broken ore is removed fromtityges using front-end loaders and loaded into X&h@8ic ton trucks,
which transport the ore to the surface. The ormftiee Santos mine is hauled directly to the OjdsSaéado mill for processing, and the ore from Aleaparrosa mine is reloaded into five 54-metric tucks and hauled 12
miles to the Candelaria mill for processing. Thesjlel Salado concentrator has the capacity touseodver 60 million pounds of copper and 19,000cesrof gold per year. Annual copper production ¢lkemext three years
is expected to range from 30 to 60 million pour2to 48 million pounds for our share), and anmeddi production is expected to range from 6,0009®00 ounces (4,800 to 15,200 ounces for our ylbass the next four
years. Tailings from the Ojos del Salado mill anenped to the Candelaria tailings facility for fird#position. The Candelaria facility has sufficieapacity for the remaining Ojos del Salado tasiimgaddition to Candela’s
tailings.

Ojos del Salado is located in a desert environmhtrainfall averaging less than one inch per yaad is in an active seismic zone. The highesertgrdund level is at an elevation of 500 metersvatsea level, with the
lowest underground level at 150 meters above seh [Ehe Ojos del Salado mineral rights encompagsaimately 15,815 acres, which includes approxétye6,784 acres of owned land in and around tres@gl Salado
underground mines and plant site.

Ojos del Salado receives electrical power throwgigiterm contracts with Empresa Eléctrica Guac8lda Ojos del Salado’s water supply draws watemfthe Copiapo River aquifer. Because of rapid etéph of this
aquifer in recent years, ongoing studies are adiimgshe adequacy of this water supply for the ngroperation as planned.
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El Abra is an open-pit copper mining complex loda4& miles north of Calama in Chile’s El Loa prasén Region Il. The site is accessible by pavedwayhand by rail. We have a 51 percent interest iAtiEa. The
remaining 49 percent interest is held by the stateed copper enterprise Corporacion Nacional dér€de Chile (CODELCO). The mine has been in operatince 1996.

The EI Abra mine is a porphyry copper deposit ties leachable oxide and sulfide mineralization. fiteglominant oxide copper minerals are chryso@oithpseudomalachite. There are lesser amounts of
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copper-bearing clays and tenorite. The predomipentary sulfide copper minerals are bornite andabpyrite. The secondary sulfide mineralizatiorhslcocite. The El Abra operation consists of aerspit copper mine
and an SX/EW facility with a capacity of 500 mitigpounds of copper cathode per year from a 120@&@ic ton-per-day crushed leach circuit and alsirsized, ROM leaching operation. Annual coppedpiction is
expected to range from 335 pounds to 370 millionmuts over the next three years (170 million to d8lon pounds for our share). The mining operati@s sufficient equipment to move an average of(&Bmetric tons p
day using a fleet of 26 220-metric ton haul truldeded by six shovels with buckets ranging in §imen 26 to 41 cubic meters. At the end of 2006,campleted a feasibility study to evaluate the depeient of the large
sulfide deposit at El Abra. This project wouldexxd the mine life by over ten years and is expettertovide an additional 325 million pounds of pepper year compared to the current oxide opera@opper production
from the sulfides is expected to begin in 2010feR® “Development and Exploration” for furtheisdussion.

El Abra is located in a desert environment witinfall averaging less than one inch per year ard @& active seismic zone. The highest bench etavit 4,180 meters above sea level, and the ukimia bottom is expected
to be 3,410 meters above sea level. El Abra canrabtal of 110,268 acres of mining claims cowgtimre ore deposit, stockpiles, process plant, aaténwvellfield and pipeline. In addition, El Abrasacquired land surface
rights for the plant to mine access road, the veddlf power transmission line, and for the wateefine from the Salar de Ascotan. Acquisition odliidnal land surface area required for the fuegelopment of the sulfide
project is in process.

El Abra currently receives electrical power undeoatract with Electroandina, which will expirethe end of 2017. We believe the El Abra operatias $ufficient water rights to support operationswsently planned.
INDONESIA

PT Freeport Indonesia is a limited liability compaganized under the laws of the Republic of Irefda and incorporated in Delaware. We directly ®&r28 percent of PT Freeport Indonesia, 9.36 peineirectly through
our subsidiary, PT Indocopper Investama, and theeGment of Indonesia owns the remaining 9.36 par¢®T Freeport Indonesia mines, processes andmsplor ore containing copper, gold and silveopiérates in the
remote highlands of the Sudirman Mountain Ranglérprovince of Papua, Indonesia, which is on tkstern half of the island of New Guinea. PT Freepmfonesia markets its concentrates containinggenmold and
silver worldwide.

PT Freeport Indonesia operates under an agreethertfontract of Work, with the Government of Indsiae The Contract of Work allows us to conduct exgion, mining and production activities in a 2)7acre area,
referred to as Block A, located in Papua. UnderGbatract of Work, PT Freeport Indonesia also caitslexploration activities (which had been suspdntat resumed in 2007) in an approximate 500 8@-area, referred
as Block B, in Papua. All of PT Freeport Indonesiaroven and probable mineral reserves and cumarihg operations are located in Block A.

In July 2004, we received a request from the Ind@meDepartment of Energy and Mineral Resourcesikaffer to sell shares in PT Indocopper Investamindonesian nationals at fair market valugebponse to this
request and in view of the potential benefits ofih@ additional Indonesian ownership in our openadi we agreed at that time to consider a potesaial of an interest in PT Indocopper Investanfaiatnarket value. Neither
our Contract of Work nor Indonesian law requiresaudivest any portion of our ownership interesPif Freeport Indonesia or PT Indocopper Investama.

In 1996, we established joint ventures with Riot@iplc (Rio Tinto), an international mining companith headquarters in London, England. One joimttuee covers PT Freeport Indonesia’s mining openatin Block A and
gives Rio Tinto, through 2021, a 40 percent inteiresertain assets and future production exceeslregified annual amounts of copper, gold and sitv8lock A, and, after 2021, a 40 percent intemesll production from
Block A. Operating, nonexpansion capital and adstiative costs are shared proportionately betwdeRrBeport Indonesia and Rio Tinto based on thie odt(a) the incremental revenues from producfiem our expansion
completed in 1998 to (b) total revenues from
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Block A, including production from PT Freeport Indgsia’s previously existing reserves. PT Freepatohesia receives 100 percent of the cash flow Bpetified annual amounts of copper, gold and sttweugh 2021,
calculated by reference to its proven and probedderves as of December 31, 1994, and 60 percatitreinaining cash flow. PT Freeport Indonesiards its joint venture interest using the proporéie consolidation
method.

Contracts of Work

Through a Contract of Work with the Governmentrafdnesia, PT Freeport Indonesia conducts its ruengloration and mining operations in Indone$tae Contract of Work governs our rights and oblwa relating to
taxes, exchange controls, royalties, repatriatiwh@her matters, and was concluded pursuant td36@ Foreign Capital Investment Law, which expesdsdonesia’s foreign investment policy and presitiasic guarantees
of remittance rights and protection against natiaaton, a framework for economic incentives argib rules regarding other rights and obligatiohfeeign investors. Specifically, the Contractwbrk provides that the
Government of Indonesia will not nationalize or egriate PT Freeport Indonesia’s mining operatidwsy disputes regarding the provisions of the Cacitof Work are subject to international arbitratigve have
experienced no disputes requiring arbitration dutire 40 years we have operated in Indonesia.

PT Freeport Indonesia’s Contract of Work coverstigibck A, which was first included in a 1967 Catr of Work that was replaced by a new Contrat/ofk in 1991, and Block B, to which we gained rigit 1991. The
initial term of our Contract of Work expires in Denber 2021, but we can extend it for two 10-yeaiopls subject to Indonesian government approvaichvbannot be withheld or delayed unreasonably ovignally had the
rights to explore 6.5 million acres in Block B, fuirsuant to the Contract of Work we have onlyinetd the rights to approximately 500,000 acrefuihg significant geological assessment.

PT Irja Eastern Minerals (Eastern Minerals), of ethive own 100 percent, has a Contract of Work #ighGovernment of Indonesia containing similar ®tmPT Freeport Indonesia’s Contract of Work. EasMinerals
signed its Contract of Work in August 1994. The €act of Work originally covered approximately 2illion exploration acres. Eastern Minerals’ Cawtrof Work provides for a four-to-seven year exalory term and a
30-year term for mining operations. Subject to imelian government approval, which cannot be withbeldelayed unreasonably, we can extend this gpéoiotwo 10-year periods. Eastern Minerals’ Caatrof Work
requires us to relinquish our rights to 25 peraxrihe original 2.5-million-acre Contract of Workea at the end of each of three specified periddaf December 31, 2007, we had relinquished apprately 1.3 million acres
and we expect to relinquish an additional 0.6 wrillacres in early 2008. The exploration activitiaser Eastern Minerals’ Contract of Work also hbgen suspended in recent years; however, in Dece20bé, Eastern
Minerals received approval from the Governmentnafonesia to resume exploration activities in 2007.

Under a joint venture agreement through PT NabaktiBVining, we conduct exploration activities in area covering approximately 500,000 acres infiaels contiguous to PT Freeport Indonesia’s B®@nd one of
Eastern Minerals’ blocks.

PT Freeport Indonesia pays a copper royalty undeéntact of Work that varies from 1.5 percentapper net revenue at a copper price of $0.90ssrper pound to 3.5 percent at a copper price d0$dr more per pound.
The Contract of Work royalty rate for gold and silwales is 1.0 percent.

A large part of the mineral royalties under Goveenirof Indonesia regulations are designated t@tbeinces from which the minerals are extracteccdnnection with our fourth concentrator mill expam, PT Freeport
Indonesia agreed to pay the Government of Indorekiitional royalties (royalties not required by @ontract of Work) to provide further support betlocal governments and the people of Papua. Bdpert Indonesia pays
the additional royalties on production exceedingc#fied annual amounts of copper, gold and silwgeeted to be generated when its milling facilibperate above 200,000 metric tons of ore per Hlag.additional royalty
for copper equals the Contract of Work royalty el for gold and silver equals twice the ContocdddVork royalty rates. Therefore, our royalty ratecopper net revenues from production above theegigevels is double t
Contract of Work royalty rate, and our royalty sats gold and silver sales from production aboeeattreed levels are triple the Contract of Worlatyyrates.
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PT Freeport Indonesia’s share of the combined tigglincluding the additional royalties which bewaeffective January 1, 1999, totaled $133 millim2007, $126 million in 2006 and $104 million i0C5.

Grasberg Minerals District
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We and our predecessors have conducted explomatidmining operations in Block A since 1967 andehbeen the only operator of these operations. \ktemtly have two mines in operation: the Grasbgrgropit and the
Deep Ore Zone (DOZ) underground block cave. The @& the Ertsberg Stockwork Zone are adjacentdb ether and are being mined together followingregently completed expansion of our undergrouretatons to
50,000 metric tons per day, and the planned exparisi80,000 metric tons per day.

Grasberg opepit. We began open-pit mining of the Grasberg ore bady990. Open-pit operations are expected to coatimiil mid2015 at which time the Grasberg underground minjmgrations are scheduled to be
Production is currently at the 3,305- to 4,285-metevation level and totaled 57.5 million metoms of ore in 2007 and 63.7 million metric tonooé in 2006, which provided 75 percent of our 260If feed and 80 percent
of our 2006 mill feed. Our open-pit mining rateclinding ore and overburden, totaled 667,600 métris per day in 2007 and 677,200 metric tons pglil@006. Approximate annual production rateseseected to range
between 600,000 metric tons per day and 700,00fiantens per day through 2010 and then declineuiind2015.

The current Grasberg equipment fleet consists ef 800 units. As of December 31, 2007, the largeing equipment directly associated with productiociudes 143 haul trucks with payloads rangingrfrapproximately
215 metric tons to 330 metric tons, 18 shovels Wwithket sizes ranging from 30 cubic meters to 48ccmeters.

Grasberg crushing and conveying systems are iftegtiae mine and provide the capacity to transpprto 225,000 metric tons per day of Grasbergmtae mill and 135,000 metric tons per day of bueden to the
overburden stockpiles. The remaining ore and oveldruis moved by haul trucks.

Deep Ore ZoneThe DOZ ore body lies vertically below the now deptl Intermediate Ore Zone. We began productian fiee DOZ ore body in 1989 using open stope minieghods, but we suspended production in 1991
in favor of production from the Grasberg deposiad®iction resumed in September 2000 using the btavle method. Production is at the 3,1h6ter elevation level and totaled 19.5 million rizetons of ore in 2007 and 1€
million metric tons of ore in 2006. Production frahe DOZ
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averaged 53,500 metric tons of ore per day in 20G¥745,200 metric tons of ore per day in 2006.

During 2007, we completed over 16,300 meters okligoment drifting in support of the block-cave migimethod, and in mid-2007 we completed an exparsfithe DOZ underground operation to allow a sosthrate of
50,000 metric tons of ore per day. Further expanefche DOZ operation to 80,000 metric tons of jpee day is under way with completion targeted 8Y® Our success in developing the DOZ mine, ortaefvorlds larges
underground mines, has given us additional confiden the future development of our large-scaleswetbped ore bodies.

The DOZ mine fleet consists of over 175 pieces obile heavy equipment. The primary mining equipndirectly associated with production and developnieciudes 51 load-haul-dump (LHD) units and 20IHeaucks. Our
production LHD units typically carry approximatel{f metric tons of ore. Using ore passes and chtlited,HD units transfer ore into 55-ton capacitylhtaucks. The trucks dump into two gyratory crushend ore is then
conveyed to the surface stockpiles.

Our principal source of power for all our Indones@perations is a coal-fired power plant that wi lru conjunction with our fourth concentrator iréixpansion. Diesel generators supply peaking aottip electrical power
generating capacity. A combination of naturally wtimg mountain streams and water derived fromusuterground operations provides water for our dpers. Our Indonesian operations are in an acevensic zone and
experience average annual rainfall of 195 inches.

Mining Operations - Mines in Development

Development projects.In addition to the Grasberg open pit and DOZy father ore bodies (the underground Grasberg, Kykiar, Mill Level Zone/Deep Mill Level Zone and @iGossan) are located in Block A. These ore
bodies are at various stages of development, anheluded in our proven and probable recoveratdenves. We continually review our operation’s dgwaent opportunities to maximize the value of thgerves. We
incurred $270 million ($247 million for our sharfiey mine development, and supporting infrastructapital expenditures related primarily to the ®eag block cave and Big Gossan ore bodies and $4i6m($30 million

for our share) for common underground infrastrueevelopment during the three years ended DeceBih@007. See “Risk Factors.”

The underground Grasberg reserves will be mineagusie block-cave method at the end of open-piimginvhich is expected to continue until approxieiaimid-2015. The Kucing Liar ore body lies on gwithern flank of
and underneath the southern portion of the Grasiygeg pit at the 2,605- to 3,115-meter elevatimelleNe expect to mine the Kucing Liar ore bodyngsihe block-cave method.

Beginning in 2007, we report the Mill Level Zonedabeep Mill Level Zone ore bodies as one ore baghyalise we plan to mine them using some of the s&nastructure. The Mill Level Zone lies directlglow the DOZ
mine at the 2,890-meter elevation and the Deep IMillel Zone lies beneath the Mill Level Zone at 27890-meter elevation. This ore represents thend@wd continuation of mineralization in the Ertsp&ast Skarn system
and neighboring Ertsberg porphyry. Drilling effodsntinue to determine the extent of this ore batlg.expect to mine the Mill Level Zone using a td@ave method near completion of mining at the D®&ar the end of
mining the Mill Level Zone, we expect to mine thedp Mill Level Zone also using a block-cave method.

The Big Gossan ore body is located approximatél9@ meters southwest of the original Ertsberg gpiedeposit. We began the initial underground depelent of the ore body in 1993 when we drove tufrem the mill
area into the ore zone at the 3,000-meter elevégieel. A stope and fill mining method will be used the Big Gossan deposit. We expect to beginnyittie Big Gossan ore body in 2008, with producégpected to ramp up
to 7,000 metric tons per day in late 2010 (avemgrial aggregate incremental production of 125anilpounds of copper and 65,000 ounces of gold RifitFreeport Indonesia receiving 60 percent ofetesounts).

In 2004, PT Freeport Indonesia commenced its “Commérastructure” project, which will provide acse® its large undeveloped underground ore bodiestéd in the Grasberg minerals district througinael system
located approximately 400 meters deeper than igieg underground tunnel system. In addition toviing access to our underground ore bodies,uheel system will enable us to conduct future esgilon in prospective
areas associated with currently identified ore bsdThe tunnel system
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has reached the Big Gossan terminal and we are@udaty with development of the lower Big Gossaraisifucture. We have also advanced developmehedBtasberg spur and as of December 31, 2007 ongsleted 96
percent of the tunneling required to reach the Brasunderground ore body. We expect the Graslpengts reach the Grasberg underground ore bodyaimitiate multiyear mine development activities in the second b
2008.

Studies are under way to update the estimated gagreapital expenditures to reach full productapacity for the undeveloped ore bodies in the l@magdistrict. Previous estimates of approxima$dyl billion for the
development of these ore bodies were primarily thasestudies completed in 2003. These amountsdedi$1.2 billion in estimated capital for the Grrgbunderground, $0.7 billion for Kucing Liar, $®lion for Big
Gossan and $0.6 billion for MLZ/Deep MLZ. Receniirastes for the development of the Grasberg undergt ore body, which continue to be reviewed, iatiaggregate capital approximating $3 billion édrizurred
between 2008 and 2021. The increase of approxign&ie8 billion primarily reflects higher labor arsdntractor costs, increased costs for mobile egeifirand other input costs. Current cost estimateBifjy Gossan
approximate $0.5 billion. Our underground operationindonesia are more sensitive to changes or latists than our open pit and process operafitieswill continue to pursue productivity initiativés mitigate the impact
of increased labor costs. Cost estimates for Kutingand MLZ/Deep MLZ, which are not expected &g development for several years, have not bpdated from prior studies.

Aggregate capital costs to develop the undergrauadodies are expected to average approximatély Bgllion per year through 2021.

Description of Ore BodiesOur ore bodies are located within and around twinngaeous intrusions, the Grasberg monzodiorigt the Ertsberg diorite. The host rocks of thesebodies include both carbonate and clastic
rocks that form the ridge crests and upper flarfkh® Sudirman Range, and the igneous rocks of omtie to dioritic composition that intrude themh& igneous-hosted ore bodies (the Grasberg opemgiblock cave, and
the Ertsberg Stockwork Zone block cave) occur as stackworks and disseminations of copper sulghideminated by chalcopyrite and, to a much lesstnt, bornite. The sedimentary-rock hosted oxtidsooccur as
“magnetite-rich, calcium/magnesian skarn” replacetsievhose location and orientation are strongiémced by major faults and by the chemistry &f tarbonate rocks along the margins of the intnssio

The copper mineralization in these skarn deposigso dominated by chalcopyrite, but higher bern@ncentrations are common. Moreover, gold odeusgnificant concentrations in all of the disttécore bodies, though
rarely visible to the naked eye. These gold comatinhs usually occur as inclusions within the capgulphide minerals, though, in some depositsetttencentrations can also be strongly associatadpwrite.

The following diagram indicates the relative elésas (in meters) of our reported ore bodies.
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The following map, which encompasses an area afoaiipately 42 square kilometers (approximately G6ase miles), indicates the relative positions simds of our reported ore bodies and their location
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BLOCK A ORE DEPOSITS
{With Undarground Infrastructura)

*

*CIP* - Cormmon Infrastructure Projact
"DOZ" - Dasp Ora 2one

"ESZ - Ermbam Stoclawork Zone
"MLE - Ml Loval Zone

"DMLE" - Deap Ml Levsl Zona

AFRICA
We are developing our initial project at Tenke Fumagne in the DRC. Following is a map and descriptbour African operations:

Tenke Fungurume

L)_g_:l'enke Fungurume . e

B,

The Tenke Fungurume deposits are located in thari§at province of the DRC approximately 110 mileghwest of Lubumbashi. The deposits are accesbiplenpaved roads and by rail. We have an effe&i@&5 percent

interest in the concessions, and are the operatbe@roject. The remaining ownership interesestald by Tenke Mining Corp.(TMC), which is ownedlbundin Mining Corporation (24.75 percent) andGanerale des
Carrieres et des Mines, which is wholly owned by @overnment
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of the DRC (17.5 percent). We are responsibledading 70 percent of project development costs ahdur joint venture partner’s election, we asoaksponsible for financing our partner’s sharprofect overruns of more
than 25 percent of the feasibility study cost eates.

In February 2008, we received a letter from theibtig of Mines, Government of the Democratic Repuibf Congo, seeking our comment on proposed naterdifications to our mining contract for the kerFungurume
concession, including the amount of transfer paytmpayable to the government, the government'sgméage ownership and involvement in the managenfehe mine, regularization of certain matters un@dengolese law
and the implementation of social plans. Our miréngtract was negotiated transparently and apprbyetie Government of the DRC following extendedaotigions, and we believe it complies with Congel&swy and is
enforceable without modifications. We are curremtlyrking cooperatively with the Ministry of Mines tesolve these matters while continuing with owjert development activities.

The Tenke Fungurume deposits are sediment-hosfggboicobalt deposits with leachable oxide, mixeidi@ssulfide and sulfide mineralization. The dominaxide minerals are malachite, pseudomalachitehaterogenite.
Important sulfide minerals consist of bornite, oflite, chalcocite and chalcopyrite.

Copper and cobalt will be recovered through aratigitdeach plant capable of processing 8,000 metric tdrse per day. Operations are expected to beg2®09 with average annual production of approxétys250 million
pounds of copper (approximately 144 million poufafsour share) and 18 million pounds of cobalt f@ppmately 10 million pounds for our share). Thereat fleet includes 28 five-cubic meter front-dodders, 28 45-metric
ton haul trucks, surface miners, production drdsmpling machines and crawler dozers.

Tenke Fungurume is located in a tropical regionyéwer, temperatures are moderated by its highendds. Weather in this region is characterized lolyy season and a wet season, each lasting akenosths, and average
rainfall is 47 inches per year. The highest berietiagion is expected to be 1,480 meters aboveeses, land the ultimate pit bottom is expected td /&0 meters above sea level. The Tenke Fungudepesits are located
within four concessions totaling 394,455 acres ofing claims.

Tenke Fungurume has entered into long-term powgplgwand infrastructure funding agreements witrSogiete Nationale d’Electricite (SNEL), the statered electric utility company serving the regioheTesults of a
recent water exploration program, as well as tly@real geological and hydro-geological conditicinslicate that adequate water will be availabletfier expected life of the operation.

ATLANTIC COPPER AND PT SMELTING

Atlantic Copper, S.A. We own 100 percent of Atlantic Copper, a coppeelgen located in Huelva, Spain. Atlantic Copper pteted the last expansion of its production capdnitt997 and the design capacity of its smelter is
290,000 metric tons of copper per year and itsegfi currently has a nominal capacity of 260,00@riméons of copper per year. We have no presartspto expand Atlantic Copper’s production capacity

During 2007, Atlantic Copper treated 952,300 meits of concentrate and scrap and produced 256ne®0c tons of new copper anodes and 243,600 oteins of copper cathodes. During 2006, Atlantip@ treated
953,700 metric tons of concentrate and scrap anduged 263,700 metric tons of new copper anode23a5@00 metric tons of copper cathodes. In JulB& 2Atlantic Copper completed a scheduled 23-daiynt@aance
turnaround. Major maintenance turnarounds typioadigur approximately every 12 years for Atlantigp@er, with significantly shorter term maintenaneearounds occurring in the interim. The next scied maintenance
activity at Atlantic Copper is in 2011.

Atlantic Copper purchased approximately 43 peroéits 2007 concentrate requirements from PT Fredpdonesia at market prices. Atlantic Copper égserienced no significant operating problems, \aachre not aware
of any potential material environmental liabilitiasAtlantic Copper.

We made no capital contributions to Atlantic Copfsem 2005 through 2007; however, we contributed
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$202 million to Atlantic Copper in 2004. In additiowe loaned $190 million to Atlantic Copper in 200he funds were used to improve Atlantic Copp#nancial structure during its 2004 major maintece turnaround and
during a period of extremely low treatment andmiefj charge rates. Our net investment in Atlantpg@er through December 31, 2007, was approxim&Es® million.

PT Smelting PT Freeport Indonesia’s Contract of Work requiredaiconstruct or cause to be constructed a snieltedonesia if we and the Indonesian governmetemhined that such a project would be economically
viable. In 1995, following the completion of a féskty study, we entered into agreements relatimghe formation of PT Smelting and the construttd the copper smelter in Gresik, Indonesia.

PT Smelting is a joint venture among PT Freepatoiresia, Mitsubishi Materials Corporation, Mitsubi€orporation and Nippon Mining & Metals Co., Ltathich own 25 percent, 60.5 percent, 9.5 percedtspercent,
respectively, of the outstanding PT Smelting commimek. In accordance with the joint venture agreetsy PT Freeport Indonesia provides the majofif§ToSmelting's copper concentrate requirement®dnember 2003,
PT Smelting’s shareholder agreement was amendelihimate PT Freeport Indonesia’s assignment afaisiings in PT Smelting to support a 13 percemtutative annual return to the other owners forfitst 20 years of
operations. PT Freeport Indonesia’s total investrireRT Smelting through December 31, 2007, wasl$hdlion.

During 2007, PT Smelting treated 976,300 metristohconcentrate and produced 277,100 metric tbnew copper anodes and 256,900 metric tons of@opgthodes. During 2006, PT Smelting treated T87rbetric tons
of concentrate and produced 201,200 metric tomewf copper anodes and 217,600 metric tons of caggthodes. Higher volumes in 2007, compared to 200 arily reflect a 22-day maintenance turnaroimthe second
quarter of 2006 and PT Smelting’s temporary suspersf operations beginning in October 2006 andrench mid-December 2006 following an equipment failure atdRggen plant supplying the smelter. Major maintese
turnarounds typically occur approximately everyrfgears for PT Smelting, with significantly shorterm maintenance turnarounds in the interim. Weste25-day maintenance turnaround scheduled fgr2088. PT
Smelting’s production capacity is approximately ZI0® metric tons. We are not aware of any potentgterial environmental liabilities at PT Smelting.
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COPPER, Pro Forma

(millions of recoverable pound

MINED COPPER (FCX's net interest in %

North America
Morenci (85%)
Bagdad (100%
Sierrita (100%,
Chino (100%)
Tyrone (100%,
Miami (100%)
Tohono (100%
Safford (100%
Other (100%;,

Total North Americe

South Americé
Cerro Verde (53.56%
Candelaria (80%
Ojos del Salado (80%
El Abra (51%)

Total South Americi

Indonesie
Grasberg (90.64%
Consolidated basis

Less minority participan’ share

Net equity interest

GOLD, Pro Forma
(thousands of recoverable ounc

MINED GOLD (FCX's net interest in %

North America (100%

South America (80%

Indonesia (90.64%
Consolidated basis

Less minority participan’ shares

Net equity interest

MOLYBDENUM, Pro Forma
(millions of recoverable pound

MINED MOLYBDENUM (FCX's net interest in %

Henderson (100%

By-product- North America (100%

By-product- Cerro Verde (53.56%
Consolidated basis

a. Includes Phelps Dod’s pre-acquisition results for comparative purposes ¢
b. Amounts are net of Morer’s 15 percent joint venture partner inter

PRODUCTION DATA

Years Ended December 31

2007° 2006% 2005% 2004% 2003%

687° 692° 68c° 718 712
20z 165 201 22C 214
15C 162 15¢ 158 151
19C 18€ 21C 183 55
50 64 81 86 114
20 19 25 20 36

3 5 5 - -

1 - - - -

17 11 5 5 11
1,32( 1,30t 1,36t 1,38¢ 1,29¢
594 222 20€ 198 192
39¢ 374 35¢ 441 46¢
54 55 62 20 -
36€ 482 464 481 49¢
1,41 1,13¢ 1,091 1,137 1,161
1,151 1,201 1,45¢4 9974 1,294
3,88/ 3,63¢ 3,917 3,51¢ 3,74¢
652 537 542 512 55C
3,231 3,102 3,36¢ 3,006 3,19¢
15° 1¢° 17 13 2
11€° 112 117 122 127
2,19¢ 1,734 2,78¢¢ 1,45¢4 2,46
2,32¢ 1,86¢ 2,92¢ 1,591 2,59:
22¢ 184 284 16C 25€
2,10( 1,67¢ 2,63¢ 1,431 2,33¢
3d 37 32 28 22
3¢ 31° 30 29 30

1 - - - -

70 68 62 57 52

c. Includes North American copper production of 258ion pounds and South American copper productib®5® million pounds for Phelps Dodge's -acquisition results

d.Amounts are net of Grasbf's joint venture partn’s interest, which varies in accordance with terfrthe joint venture agreemei
e.Includes gold production of 21 thousand ounce$fuelps Dodge's p-acquisition results
f. Includes molybdenum production of 14 million pouridsPhelps Dodge's f-acquistion results
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COPPER, Pro Forma (millions of recoverable pounds)

MINED COPPER (FCX's net interest in %

North America
Morenci (85%)
Bagdad (100%
Sierrita (100%,
Chino (100%);
Tyrone (100%,
Miami (100%)
Tohono (100%
Safford (100%
Other (100%;,

Total North Americe

South Americ¢
Cerro Verde (53.56%
Candelaria (80%
Ojos del Salado (80%
El Abra (51%)

Total South Americi

Indonesie
Grasberg (90.64%
Consolidated basis

Less minority participan’ share
Net equity interest

Consolidated sales from min
Purchased copp:
Total consolidated sale:

Average realized price per pou
Excluding hedgin¢
Including hedging

GOLD, Pro Forma (thousands of recoverable ounc

MINED GOLD (FCX's net interest in %

North America (100%

South America (80%

Indonesia (90.64%
Consolidated

Less minority participan’ shares
Net

Consolidated sales from min
Purchased gol
Total consolidated sale:

Average realized price per our

MOLYBDENUM, Pro Forma (millions of recoverable pounds)

MINED MOYBDENUM - Consolidated basis

Purchased molybdenu
Total consolidated sale:

Average realized price per pou

SQ 0200

Includes Phelps Dod's pre-acquisition results for comparative purposes ¢

. Amounts are net of Morer’s joint venture partn’s 15 percent interes

. Includes North American copper sales of 283 miliimunds and South American copper sales of 222omitlounds for Phelps Dod's pre-acquisition results
Amounts are net of Grasb¢'s joint venture partn’s interest, which varies in accordance with terfrthe joint venture agreemel

. Includes the impact of hedging losses related ppeoprice protection progran

. Includes gold sales of 18 thousand ounces for BHaumig’s pre-acquisition results

. Amount was approximately $606 per ounce beforesa tm redemption of FC's Golc-Denominated Preferred Stock, Series

. Includes molybdenum sales of 17 million poundsHbelps Dodg’s pre-acquisition results

SALES DATA
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Years Ended December 31
20072 2006% 2005% 2004% 2003%

692° 692° 68C° 718 716
20C 165 20¢ 224 227
157 161 165 15¢ 15¢
18€ 18€ 20¢ 183 52
53 64 81 86 114
24 19 29 22 40

3 5 5 - -

16 11 5 5 13
1,33° 1,30¢ 1,38¢ 1,39¢ 1,31¢
587 214 20¢ 196 191
393 37C 35¢ 44€ 46¢
54 55 62 21 -
36 487 467 482 503
1,39¢ 1,12¢ 1,09¢ 1,14¢ 1,16¢
1,131 1,201 1,457 9924 1,29¢4
3,862 3,63( 3,93t 3,53( 3,77¢
647 535 545 513 55C
3,21F 3,098 3,38¢ 3,017 3,22F
3,86 3,63( 3,93t 3,53( 3,77¢
65C 73€ 821 86€ 748
4,512 4,36€ 4,75¢ 4,39€ 4,52¢
$3.2¢ $3.0€ $1.7€ $1.3¢ $0.82
$3.22° $2.7¢ $1.67° $1.3¢ $0.82
21° 19 18 12 7
114 111 117 122 127
2,184 1,73¢ 2,79¢¢ 1,449 2,47C¢
2,32( 1,86€ 2,928 1,571 2,604
22¢ 185 28¢ 15¢ 257
2,092 1,681 2,64( 1,41¢ 2,34%
2,32( 1,86€ 2,92¢ 1,571 2,604
6 12 12 20 35
2,32¢ 1,87¢ 2,93i 1,591 2,63¢
$681.8( $566.17 $453.8( $410.8! $364.4(
69" 69 60 63 54

9 8 13 13 8

78 77 73 76 62
$25.8; $21.8: $25.8¢ $12.7 $5.7¢
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Ore Reserves

Recoverable proven and probable reserves showwlieloe been calculated as of December 31, 20G&dardance with Industry Guide 7 as required bySteeurities and Exchange Act of 1934. Proven antghle reserve
may not be comparable to similar information regagdnineral reserves disclosed in accordance wighguidance of other countries. Recoverable pravehprobable reserves were determined by the usepping, drilling,
sampling, assaying and evaluation methods genezpfilied in the mining industry, as more fully dissed below. The term “reserve,” as used in thervesdata presented here, means that part of aahufeposit which can
be economically and legally extracted or produdetti@time of the reserve determination. The tepmo¥en reserves” means reserves for which (1) gyastcomputed from dimensions revealed in outsrdpenches,
workings or drill holes; (2) grade and/or qualitg @omputed from the result of detailed samplimg} €3) the sites for inspection, sampling and meszsents are spaced so closely and the geologiadeaiis sufficiently
defined that size, shape, depth and mineral confamserves are well established. The term “pribegserves” means reserves for which quantitygaade are computed from information similar to tirséd for proven
reserves but the sites for sampling are farthertapare otherwise less adequately spaced. Theedaj assurance, although lower than that forgmaeserves, is high enough to assume continuitydss points of
observation.

Our reserve estimates are based on the latesablageological and geotechnical studies. We canzhgoing studies of our ore bodies to optimizeneenic values and to manage risk. We revise our mpiaes and estimates
of recoverable proven and probable mineral resease@equired in accordance with the latest availahldies. Estimated recoverable proven and prebiaberves were d using long-term averiage pf $1.20 per
pound for copper, $450 per ounce for gold, $6.50ppeind for molybdenum, $7.50 per ounce for silwed $12.00 per pound for cobalt, along with neamtprice forecasts reflective of the current peewironment. The
London spot metal prices for the past three yeagsaged $2.65 per pound for copper and $582 peseofan gold, and th¥etals WeelMolybdenum Dealer Oxide price averaged $28.90 pend for molybdenum.

Recoverable Proven and Probable Reserves at DecemiB4, 2007

Copper Gold Molybdenum Silver Cobalt
(billions of Ibs) (millions of 0zs) (billions of Ibs) (millions of 0zs) (billions of Ibs)
North America 25.8 0.2 1.8 40.3 -
South Americé 26.0 14 0.2 61.7 -
Indonesie 37.1 39. - 128.9 -
Africa 4.3 - - - 0.6
Consolidated basi€ 93.2 41. 2.0 230. 0.6
Net equity interest” 77.0 37.1 1.9 196.1 0.3

a. Consolidated basis reserves represent estimateal quemntities after reduction for joint venture tpar interests at the Morenci mine in North Amedeal at the Grasberg minerals district in Indone

b. Net equity interest represents our net ownershgrést (i.e., estimated consolidated reserves further reducenhiioority interests)
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North America
Morenci

Bagdac

Chino

Cobre®
Miami
Safford

Sierrita
Tyrone

Hendersor
Climax?®

South America

Cerro Verde

Candelarie
Ojos del Salad:
El Abra

Indonesia

Grasberg open p
DOZ/ESZ

Grasberg block cave
Kucing Liar®
MLZ/DMLZ *

Big Gossarf

Africa

Tenke Fungurum@

Total

a. Undeveloped reserves requiring significantte@jivestment to bring into productic

Recoverable Proven and Probable Reserwv:

Estimated at December 31, 200

Proven Reserve:

Probable Reserve:

Average Ore Grade

Average Ore Grade

Processing Million Copper Gold Moly Silver Cobalt Million Copper Gold Moly Silver Cobalt
Method metric tons % g/t % glt % metric tons % g/t % g/t %
Mill 224 0.5¢ - 0.02: - - 11 0.5t - 0.02: - -
Crushed leac 44¢ 0.5€ - - - - 23 0.52 - - - -
ROM leach 2,01« 0.1¢ - - - - 10C 0.1¢ - - - -
Mill 54¢ 0.3t 0.004 0.022 1.14 - 42 0.3C 0.004 0.022 1.14 -
ROM leach 22C 0.1Z - - - - 18 0.12 - - - -
Mill 44 0.6¢ 0.03¢ 0.01¢ 0.4¢€ - 12 0.57 0.03¢ 0.01C 0.4€ -
ROM leach 88 0.4€ - - - - 2C 0.37 - - - -
ROM leach 74 0.41 - - - - 3 0.32 - - - -
ROM leach 86 0.4C - - - - 1€ 0.3¢€ - - - -
Crushed leac 25€ 0.4¢€ - - - - 187 0.31 - - - -
ROM leach 34 0.22 - - - - 7C 0.2C - - - -
Mill 984 0.2¢ 0.00: 0.03( 1.0 - 68 0.2¢ 0.00: 0.02¢ 1.0 -
ROM leach 6 0.1¢ - - - - 3 0.1¢ - - - -
ROM leach 15C 0.34 - - - - 41 0.24 - - - -
Mill 11€ - 0.19: - - 6 - 0.187 - -
Mill 63 - - 0.201 - - 10z - - 0.142 - -
5185 0.2¢ 0.001 0.01¢ 0.31 - 728 0.2¢ 0.001 0.02¢ 0.17 -
Mill 40% 0.52 - 0.01¢€ 2.0C - 1,051 0.41 - 0.01: 2.0C -
Crushed leac 122 0.54 - - - - 13C 0.41 - - - -
ROM leach 27 0.32 - - - - 3C 0.2¢€ - - - -
Mill 33¢ 0.5¢ 0.132 - 2.1€ - 21 0.64 0.14¢ - 2.3¢ -
Mill 4 1.2t 0.28¢ - 2.61 - 3 0.9¢ 0.28¢ - 2.61 -
Crushed leac 507 0.54 - - - - 14¢ 0.51 - - - -
ROM leach 31¢ 0.31 - - - - 227 0.2¢ - - - -
1,722 0.5C 0.027 0.00¢ 0.9C - 1,611 0.4C 0.00: 0.00¢ 1.34 -
Mill 147 1.01 1.28C - 2.54 - 28¢€ 0.84 0.83( - 2.11 -
Mill 107 0.7¢C 0.701 - 3.4C - 177 0.62 0.711 - 2.84 -
Mill 27E 1.2C 1.204 - 3.7¢ - 70€ 1.01 0.71¢ - 3.1t -
Mill 167 1.2¢ 1.09¢ - 6.45 - 401 1.17 1.03¢ - 5.5¢ E
Mill 67 1.0¢ 0.82: - 5.17 - 32t 1.0C 0.811 - 4.91 -
Mill 9 2.4¢ 1.14C - 14.5¢ - 44 2.21 1.092 - 14.7¢ -
772 1.1C 1.09C - 4.31 - 1,941 1.01 0.82% - 4.02 -
Agitation leact 56 2.11 - - - 0.357 44 2.41 - - - 0.301
- 7,90 0.4¢ 0.11¢ 0.011 0.8¢ 0.00: 43I 0.67 0.371 0.00¢ 2.34 0.00:

The reserve table above and the tables on pages317and 34 utilize the following abbreviations:

Moly — Molybdenum

« ROM - Run of Mine

g/t — grams per metric ton

DOZ/ESZ — Deep Ore Zone/Ertsberg Stockwork Zongrior years these ore bodies were shown separately

MLZ/DMLZ — Mill Level Zone/Deep Mill Level Zone. Iprior years these ore bodies were shown separately

26




Table of Contents

North America
Morenci

Bagdac
Chino

Cobre
Miami
Safford

Sierrita

Tyrone
Hendersor
Climax

South America
Cerro Verde

Candelarie
Ojos del Salad
El Abra

Indonesia
Grasberg open p
DOZ/ESZ
Grasberg block cav
Kucing Liar
MLZ/DMLZ

Big Gossar

Africa
Tenke Fungurum

Total

Recoverable Proven and Probable Reserv:
Estimated at December 31, 200

Average Ore Grade Recoveries
Proven and
Probable
Million Copper Gold Moly Silver Cobalt Copper Gold Moly  Silver Cobal
Processing Metho Metric tons % glt % glt % % % % % %

Mill 235 0.5¢ - 0.02: - - 78.E - 297 - -
Crushed leac 46¢ 0.5€ - - - - 76.7 - - - -
ROM leach 2,114 0.1¢ - - - - 41.9 - - - -
Mill 59C 0.3t 0.004 0.022 1.14 - 84.€ 60.C 722 70.C -
ROM leach 23¢ 0.1Z - - - - 212 - - - -
Mill 56 0.62 0.03¢ 0.01¢€ 0.4¢ - 78.2 77¢ 37.C 77.¢ -
ROM leach 10¢ 0.44 - - - - 61.¢ - - - -
ROM leach 77 0.4C - - - - 66.¢ - - - -
ROM leach 102 0.3¢ - - - - 60.1 - - - -
Crushed leac 44E 0.4C - - - - 67.€ - - - -
ROM leach 104 0.21 - - - - 19.€ - - - -
Mill 1,052 0.2¢ 0.00: 0.03( 1.02 - 85.4 60.C 84.7 70.C -
ROM leach 9 0.1¢ - - - - 49.2 - - - -
ROM leach 191 0.3z - - - - 64.€ - - - -
Mill 122 - - 0.19: - - - - 86.1 - -
Mill 165 - - 0.16¢ - - - - 88 - -

6,07¢
Mill 1,45¢ 0.44 - 0.01¢ 2.0C - 85.7 - 491 40.¢ -
Crushed leac 252 0.47 - - - - 79.4 - - - -
ROM leach 57 0.2¢ - - - - 43.2 - - - -
Mill 36C 0.5¢ 0.132 - 2.17 - 91.1 79.€ - 77.1 -
Mill 7 1.14 0.28¢ - 2.61 - 90.C 68.2 - 60.1 -
Crushed leac 65€ 058 - - - - 60.E - - - -
ROM leach 54E 0.3C - - - - 31.1 - - - -

[BI88E
Mill 432 0.8¢ 0.98: - 2.2¢ - 83.¢ 82.t - 43.% -
Mill 284 0.6 0.707 - 3.0 - 83.¢ 75.€ - 55.C -
Mill 983 1.0€ 0.85: - 3.3z - 85.1 68.C - 59.€ -
Mill 56¢ 1.1€ 1.05¢ - 5.84 - 85.€ 47.2 - 38.¢ -

Mill 392 1.01 0.81: - 4.9¢ - 84.€ 75.€ - 62.t

Mill 53 231 1.10C - 14.7¢ - 90.¢ 67.2 - 6888 -

2,712
Agitation leact 10C 2.2€ - - - - 0.332 87.2 - - - - 80.C
12,22 0.51 0.20¢ 0.01¢ 1.36: 0.00: 69.€ 66.5 646 56 80.C
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North America

Morenci

Bagdac
Chino

Cobre
Miami
Safford

Sierrita

Tyrone
Hendersor
Climax

Recoverable metal in stockpil
100% operations
Consolidated basi§

Net equity interest’

South America

Cerro Verde

Candelarie
Ojos del Salad
El Abra

Recoverable metal in stockpil
100% operations
Consolidated basi8
Net equity interest’

Indonesia

Grasberg open p
DOZ/ESZ
Grasberg block cav
Kucing Liar
MLZ/DMLZ

Big Gossar

Recoverable metal in stockpil
100% operations
Consolidated basi8
Net equity interest’

Africa

Tenke Fungurum
100% operations
Consolidated basi8
Net interest’

TOTAL - 100% operations
TOTAL — Consolidated basis®
TOTAL — Net equity interest b

a.

b.
c.

Recoverable Proven and Probable Reserwv:

Estimated at December 31, 200

Recoverable Reserve

Copper Cobalt
FCX’s Processing billion Gold Moly Silver billion
Interest Method Ibs. million ozs. billion Ibs. million ozs. Ibs.
85% Mill 2.1 - 0.1 - -
Crushed leac 4.4 - - - -
ROM leach 3.7 - - - -
100% Mill 3.8 0.1 0.2 15.2 -
ROM leach 0.2 - - - -
100% Mill 0.6 - - 0.7 -
ROM leach 0.7 - - - -
100% ROM leach 0.5 - - - -
100% ROM leach 0.5 - - - -
100% Crushed leac 2.6 - - - -
ROM leach 0.1 - - - -
100% Mill 5.1 0.1 0.6 244 -
ROM leach - - - - -
100% ROM leach 0.9 - - - -
100% Mill - - 04 - -
100% Mill - - 0.5 - -
25.2 0.2 1.8 40.2 -
2.2 - - - -
274 0.2 1.8 40.2 -
25.€ 0.2 1.8 40.2 -
25.€ 0.2 1.8 40.2 -
53.56% Mill 121 - 0.2 38.2 -
Crushed leac 21 - - - -
ROM leach 0.1 - - - -
80% Mill 4.3 1.2 - 19.4 -
80% Mill 0.2 - - 04 -
51% Crushed leac 4.7 - - - -
ROM leach 1.1 - - - -
24.€ 1.2 0.2 58.1 -
14 0.2 - 3.6 -
26.C 1.4 0.2 61.7 -
26.C 14 0.2 61.7 -
15.C 1.1 0.1 38.¢ -
(©) Mill 7.2 11.2 - 13.€ B
(c) Mill 34 4.9 - 15.2 -
) Mill 19.€ 18.2 - 62.7 -
(©] Mill 12.7 9.1 - 41 -
©) Mill 74 7.7 - 39.1 -
(c) Mill 2.4 1.3 - 15.€ -
52.7 52.t - 188.C -
52.7 52.t - 188.C -
37.1 394 - 128.¢ -
33.7 35.7 - 116.¢ -
57.75% Agitation leact 4.3 o o o 0.6
4.3 - - - 0.6
4.3 - - - 0.6
25 - - - 0.3
110.£ 54.1 2.0 290.( 0.6
93.2 41.C 2.0 230.¢ 0.6
77.C 37.C 1.9 196.1 0.3

Consolidated basis represents estimated onedatities after reduction for joint venture partimerests at the Morenci mine in North Amer
and at the Grasberg mining complex in Indonesia.

Net equity interest represents our net owngiistterest (i.e., estimated consolidated reserves further reducenhiioority interests)

Our joint venture agreement with Rio Tinto@gws, through 2021, a 60% interest on a conselidadsis, in certain assets and future produ:
exceeding specified annual amounts of copp®d and silver in Block A, and 100% of the reniagnassets and production. After 2021, we b

a 60% interest in all production from BlockoA a consolidated bas
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In defining our open-pit reserves, we apply an femuic cutoff grade” strategy. The objective of thigategy is to maximize the net present valueuofoperations. We use a break-even cutoff gradiefioe the insitu reserves
for our underground ore bodies. The break-evenficgtade is defined for a metric ton of ore as tbgivalent copper grade, once produced and swtigenerates sufficient revenue to cover all dpggand administrative
costs associated with our production.

Our copper mines may contain other commerciallpvecable metals, such as gold, molybdenum, silwdrambalt. We value all commercially recoverabldatsein terms of a copper equivalent percentagietermine a sing
break-even cutoff grade. Copper equivalent pergenigused to express the relative value of muétfaiores in terms of one metal. The calculatigoresses the relative value of the ore using estisnaft contained metal
quantities, metals prices as used for reserve métation, recovery rates, treatment charges analtieg. Our molybdenum properties use a molybdeoutwoff grade. The table below shows the break-eveoff grade by
process for each of our existing ore bodies asegfeber 31, 2007:

Copper Equivalent Cutoff Grac Moly Cutoff Grade
Crushed o ROM
Mill Agitation Leact Leach Mill
North America
Morenci 0.28% 0.2 % 0.1C% N/A
Bagdac 0.1¢ N/A 0.0t N/A
Chino 0.2t N/A 0.11 N/A
Cobre N/A N/A 0.17 N/A
Miami N/A N/A 0.04 N/A
Safford N/A 0.1Z 0.0¢ N/A
Sierrita 0.2¢ N/A 0.04 N/A
Tyrone N/A N/A 0.0t N/A
Hendersor N/A N/A N/A 0.14 %
Climax N/A N/A N/A 0.0€
South America
Cerro Verde 0.21 0.1€ 0.1 N/A
Candelarie 0.2¢ N/A N/A N/A
Ojos del Salad: 0.8¢ N/A N/A N/A
El Abra N/A 0.1¢ 0.0z N/A
Indonesia
Grasberg open p 0.71 N/A N/A N/A
DOZ/ESZ 0.7z N/A N/A N/A
Grasberg block cav 0.6€ N/A N/A N/A
Kucing Liar 0.8z N/A N/A N/A
MLZ/DMLZ 0.7¢ N/A N/A N/A
Big Gossar 1.4z N/A N/A N/A
Africa
Tenke Fungurum N/A 1.3C N/A N/A
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Drill hole spacing data is used by mining profesais, such as mining engineers, in determiningsthbility of data coverage (on a relative basis) given deposit type and mining method scersoias to achieve a given
level of confidence in the resource estimate. idlle spacing is only one of several criteria neassto establish resource classification. Drillprggrams are typically designed to achieve amupti sample spacing to
support the level of confidence in results thathapp a particular stage of development of a mihdegposit. The following table sets forth the aggralrill hole spacing for proven and probable eserves by process type:

North America
Morenci
Bagdac
Chino
Cobre
Miami
Safford
Sierrita
Tyrone
Hendersor
Climax

South America
Cerro Verde
Candelarie
Ojos del Salad:
El Abra

Indonesia
Grasber¢
DOZ/ESZ
Grasber¢
Kucing Liar
Mill Level Zone
Deep Mill Level Zone
Big Gossar

Africa
Tenke Fungurum

Average Spacing in Mete

Proven

Probable

Mining Unit Mill
Open Pit 86
Open Pit 58
Open Pit 43
Open Pit 46
Open Pit N/A
Open Pit N/A
Open Pit 68
Open Pit N/A
Block Cave 38
Open Pit 61
Open Pit 50
Open Pit 35
Block Cave 25
Open Pit N/A
Open Pit 36
Block Cave 20
Block Cave 33
Block Cave 34
Block Cave 19
Block Cave 21
Open Stopt 13
Open Pit N/A
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Leach

Mill

86
25
86
61
61
61
41

N/A
N/A

50
N/A
N/A

75

N/A
N/A
N/A
N/A
N/A
N/A
N/A

50

122
134
86
61
N/A
N/A
10€
N/A
85
61

10C
70
50
N/A

92
50

92
60
94
42

N/A

Leach

122
98
122
91
91
122
76

N/A
N/A

10C
N/A
N/A
12C

N/A
N/A
N/A
N/A
N/A
N/A
N/A

10C
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The following chart illustrates our current plawns $§equencing and producing the December 31, 200¥en and probable reserves at each of our oredadd the years in which we currently expect petidn of each ore
body to begin and end. The chart also shows the & PT Freeport Indones@Contract of Work. Production volumes are typicédwer in the first few years of each ore bodydaselopment activities are ongoing and as
mine ramps up to full production. The ultimate tigiof the start of production from our undevelop@des is dependent upon a number of factors, ifmfuthe results of our exploration and developnedfurts, and may vary

from the dates shown below. In addition, we developmine plans based on maximizing the net presaioe from the ore bodies.

Production Sequencing

Jasad on | 2 plans a5 of January 1. 2008
G —TITETE F E A
Year E TR EEE E BT RS

Mill and Leach Stockpiles

Both mill and leach stockpiles generally contaiwde-grade ores that have been extracted from théady and are available for copper recovery. Firstockpiles, recovery is through milling, con¢eating, smelting and
refining or, alternatively, by concentrate leachifgr leach stockpiles, recovery is through exp@saracidic solutions that dissolve contained coppel deliver it in solution to extraction processfacilities.

Because it is generally impracticable to deternciogper contained in mill and leach stockpiles bysitel count, reasonable estimation methods ardagmeqh. The quantity of material delivered to mifidaleach stockpiles is
based on surveyed volumes of mined material arlgl gevduction records. Sampling and assaying ddthiale cuttings determine the estimated copperegraél material delivered
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to mill and leach stockpiles.

Expected copper recovery rates for mill stockpéesdetermined by metallurgical testing. The recalvie copper in mill stockpiles, once entered th® production process, can be extracted into coppecentrate almost
immediately.

Expected copper recovery rates for leach stockpilesletermined using small-scale laboratory testsll- to large-scale column testing (which sinesahe production-scale process), historical el other factors,
including mineralogy of the ore and rock type. tilite recovery of copper contained in leach stoekpibn vary significantly from a low percentagentwre than 90 percent depending on several variablgsding type of
copper recovery, mineralogy and particle size efrtick. For newly placed material on active stolgspias much as 70 percent of the copper ultimagelgverable may be extracted during the first yaad the remaining
copper may be recovered over many years.

Processes and recovery rates are monitored conshya@nd recovery rate estimates are adjustedgteally as additional information becomes avaiadhd as related technology changes.

Following are our stockpiles and the estimated verable copper contained within those stockpilesfd3ecember 31, 2007:

Recoverable Copper in Stockpile:

Recoverable Copper

Millions of Metric Tons Average Grade (% Recovery Rate (% (Billions of Lbs.)
Mill stockpiles
Cerro Verde 38 0.5 81.t 04
Candelaria 78 0.4C 82.E 0.6
Subtota 11€ 0.4t 82.1 1.0
Leach stockpiles
Morenci 4,121 0.2€ 21 0.5
Bagdac 371 0.2¢ 4.4 0.1
Chino 1,60¢ 0.2t 12.¢ 11
Miami 422 0.3¢ 1.9 0.1
Safford 7 0.2C 47.1 -
Sierrita 642 0.1€ 13.t 0.3
Tyrone 922 0.2¢ 1.7 0.1
Cerro Verde 30€ 0.5 2.9 0.1
El Abra 22C 0.32 19.1 0.3
Subtotal 8,62¢ 0.27 51 2.6
Total 100% basis 3.6
Consolidated basig' 35
Net equity interest” 3.0

a. Consolidated basis represents estimated unegatities after reduction for joint venture partimterests at the Morenci mine in North Ameri
b. Net equity interest represents our net owngiisierest (i.e., estimated consolidated reserves further reducenhiioority interests)

32




Table of Contents
Mineralized Material

We hold various properties containing mineralizeatenials that we believe could be brought into prihin should market conditions warrant. Mineradizeaterial is a mineralized body that has beemdated by
appropriately spaced drilling and/or undergrounusiang to support the reported tonnage and avemsgfal grades. Such a deposit may not qualify asverable proven and probable reserves until legalezonomic
feasibility are confirmed based upon a compreheneialuation of development costs, unit costs,@gadecoveries and other material factors. Estithati@eralized materials were assessed using poic$.50 per pound of
copper, $450 per ounce of gold and $10.00 per pofimtblybdenum. Permitting and significant capéapenditures would likely be required before oferat could commence at these properties. Our ettimaineralized
material as of December 31, 2007, follows:
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Mineralized Material
100% Basis
Estimated at December 31, 200

Milling Material Leaching Material Total Mineralized Material
FCX's Million Copper Gold Moly Million Copper Million Copper Gold Moly
Interest metric _tons % g/t % metric tons % metric _tons % g/t %
North America
Sierrita 100% 2,24t 0.21 - 0.0z 25 0.17 2,27 0.21 - 0.0z
Morenci 85% 33¢ 0.3€ - 0.0z 1,172 0.24 1,50¢ 0.27 - 0.00¢
Lone Stal 100% - - - 1,451 0.3¢ 1,451 0.3¢ - -
Bagdac 100% 834 0.3z - 0.0z - - 834 0.3z - 0.0z
Chino 100% 23z 0.5¢ - 0.01 40z 0.3C 634 0.4C - 0.00¢
Ajo 100% 352 0.41 - 0.01 - - 352 0.41 - 0.01
Safford 100% 211 0.72 - - 88 0.3€ 29¢ 0.62 - -
Tyrone 100% - - - - 287 0.3C 287 0.3C - -
Tohonc 100% 13t 0.7C - - 14€ 0.84 281 0.77 - -
Cochise/Bisbe 100% - - - - 272 0.4£ 27z 0.4£ - -
Sanche: 100% - - - - 20¢ 0.2¢ 20¢ 0.2¢ - -
Miami 100% - - - - 21 0.2€ 21 0.2€ - -
Cobre 100% 3 0.94 - - - - 3 0.94 - -
Climax 100% 397 - - 0.17 - - 397 - - 017
Hendersol 100% 28€ - = 0.1z = - 28¢€ - - 0.1z
South America
El Abra 51% 33C 0.4C - - 497 0.4¢ 827 0.4z - -
Cerro Verde 53.56% 39z 0.3t - 0.01 3C 0.31 422 0.3t - 001
Candelarid 80% 13€ 0.44 0.1z - - - 13€ 0.44 0.1z -
Indonesia
Grasberg district 54.38% 2,804 0.57 0.5C o = = 2,804 0.57 0.5C 4
Africa
Tenke Fungurumé 57.75% 83 2.9¢ - - 44 2.4¢ 127 2.81 - -
Total 100% basis - 87K 0.41 0.1€ 00z 464 037 134 0.3¢ 0.11 0.01
Consolidated basig’ - 1608 0.3¢ 0.11 00; 446t 03 1207 0.3¢ 0.07  0.01
Net equity interest® 104 0.37 0.11 00 419 03 1123 0.3€ 0.07 0.0z

. Candelaria stated tonnage also includes 1.7 grésit/er per metric ton

. Grasberg stated tonnage also includes 3.3 grasitvef per metric ton

. Tenke Fungurume stated tonnage also includes @2@pt cobalt

. Consolidated basis represents estimated mineratiegdrial after reduction for joint venture partirgerests at the Morenci mine in North America anthe Grasberg minerals district in Indone
. Net equity interest represents our net ownershgrést (i.e., estimated mineralized material further reducedhiorority interests)

. FCX's interest in the Grasberg minerals district refl@ur 60 percent joint venture ownership, furtieeluced by minority interest

-0 Q0T ®
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DEVELOPMENT AND EXPLORATION

Development Activities. We have significant development activities relyeodompleted or under way to expand our productiapacity, extend our mine lives and develop laresunderground ore bodies. Recently
completed or current major projects include:

. the expansion of the Cerro Verde mill, which reatbapacity in the second half of 2007;

. a major new mining complex at Safford, Arizona,reatly ramping up to full production;

. the restart of a mill and the completion of a conicate-leach, direct-electrowinning facility at Morci;
. a sulfide leach project to extend the mine lif&€bAbra;

. the development of large-scale, high-grade undergt@re bodies in the Grasberg district;

. development of the Tenke Fungurume project in tRED

. the planned restart of our Climax molybdenum mine;

. the planned restart of our Miami mine; and

. incremental expansion projects at Morenci, Bag&etrita and Cerro Verde.

The recently expanded mill at Cerro Verde reactesigth capacity of 108,000 metric tons of ore pgridamid-2007. The expansion enables Cerro Verde to prodppeoximately 650 to 700 million pounds of copper pear

The Safford mining complex in Arizona is substaliytisomplete and commenced production in late 2@afford will produce from two open pits and inasda SX/EW facility. Total capital expenditures fiois project
approximated $675 million.

The concentrate-leach, direct electrowinning facéit Morenci was commissioned in third-quarter 208nd is currently ramping up production. The @coptilizes our proprietary medium-temperaturespure-leaching and
direct-electrowinning technology which will enhanmest savings by processing concentratsiteinstead of shipping concentrate to smeltersréatment. In addition, the project included testart of a mill in the first half
2007. Mill throughput adds 115 million pounds opper production per year, and is running near dapat49,000 metric tons of ore per day. Totalitalpexpenditures for this project approximated G24illion.

At the end of 20086, a feasibility study was comgtdeto evaluate the development of a large sulfafeodit at EI Abra. The project would extend theanlife by over ten years, and is expected to pmwid additional 325
million pounds of copper per year. Copper producfiom sulfides is expected to begin in 2010. Thagget will utilize a portion of the existing faities to process the additional reserves. Capitastment is expected to
approximate $450 million, the majority of which lle spent between 2008 and 2011. We are curresattiging with Chilean authorities on an environméitgpact study related to this project and expeaeteive approval
the first half of 2008.

There are several projects in progress througtuGtrasberg minerals district, including developimg large-scale underground ore bodies locateddibrand adjacent to the Grasberg open pit. The &@Z2nsion was
completed in 2007, with fourth-quarter productimeaging 59,000 metric tons of ore per day. A fertaxpansion of the DOZ mine is currently under wath completion targeted for 2010. Other projentdude the
development of the high-grade Big Gossan mine, eepeto ramp-up to full production of 7,000 metdas per day in late 2010, and the continued devedmt of the Common Infrastructure project, whidh provide access
to the Grasberg underground ore body, the Kuciag &fe body and future development of the minegdliareas below the DOZ mine.

The initial project at Tenke Fungurume is base@m@reserves approximating 100 million metric taith ore grades of 2.3 percent copper and 0.3 pexmbalt. Construction of this project is in pregs. Operations are
targeted to commence during 2009, with average arproduction of approximately 250 million poundscopper and approximately 18 million pounds of @ibb
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We are responsible for funding 70 percent of pttojiewelopment costs. The total capital investnfienthis project is currently estimated at approatety $900 million, with approximately 35 percentiirred through
December 31, 2007. Capital cost estimates wiltinae to be reviewed as engineering and constnuetativities progress.

In December 2007, we announced the plans to prositbdhe restart of the Climax mine, which is egfal to produce approximately 30 million poundsnalybdenum per year beginning in 2010. The pragdesigned to
enable the consideration of further large-scaleaezjon of the mine. Capital investment for thigagss expected to approximate $500 million.

In January 2008, we announced the restart of ttariiinine in Arizona for an approximate five-yearipd. We expect production of 100 million poundscopper per year by 2010. Capital investment fiw astart is
expected to approximate $100 million, primarily foning equipment.

In addition to the projects currently under way, ave continuing to evaluate expansion opportunéisociated with existing ore bodies. As an ingttap, we are pursuing incremental expansions aeiwd, Sierrita, Bagdad
and Cerro Verde. The Morenci project is expecteiddoease annual copper production by 100 millioormls starting in 2009. The Bagdad mill expanssaexpected to increase annual copper productidsblyillion pound:
starting in 2009. The Sierrita mill expansion xpected to increase annual copper production byillbn pounds starting in 2010, and the Cerro \éendill expansion is expected to increase annugb@oproduction by 30
million pounds. These projects will require an aggate capital investment of approximately $400iaorill Detailed engineering for these projects isarmsday.

Capital costs have been affected by the pricesmiticosts, including equipment, materials and Beppnd labor. We will continue to review and ufgdaur capital cost estimates as engineering ansitaction activities
progress on our major projects.

Exploration Activities. We are conducting exploration activities near existing mines and in other areas around the wéwgiregate exploration expenditures in 2008 apeeted to approximate $175 million, compared
with $119 million in 2007. Exploration is focused finding large-scale copper and copper/gold digpasthe four principal copper-producing regi@ighe world: southwest U.S./Mexico, South Americordillera, Central
Africa and Australasia, as well as in other prosipecareas. This group operates in more than 156tc@s and maintains offices in Australia, BraBillgaria, Canada, Chile, China, Central Africa, Edania, Mexico, Peru,
Russia, Serbia, the Philippines, the United StaesZambia.

Our exploration efforts in North America includelliing of the Lone Star deposit located approxinhafeur miles from the Safford ore bodies, as vesltargets in the Morenci and Bagdad districts.af¢ealso conducting
exploration activities near the Henderson molybaemieposit. In South America, exploration is ongdimgnd around the Cerro Verde, Candelaria and @bSalado deposits. In Africa, we are activelysping targets
outside of the area of initial development at TeRkegurume. The number of drill rigs operating loese and other programs near our mine sites irenidesm 26 at the end of March 2007 to 55 at treeafr2007.

PT Freeport Indonesia’s 2008 exploration effortinisonesia include testing extensions of the Dergskerg and Kucing Liar mine complex and evaluatémgets in the area between the Ertsberg EasGamsberg mineral

systems from the new Common Infrastructure tunmeisal drill results from the Common Infrastructutunnel are positive and additional drillingrisgrocess. We are continuing our efforts to resarporation activities in
certain prospective areas in Papua outside Blofthé Grasberg contract area).

Research and DevelopmenEollowing our acquisition of Phelps Dodge, we doct research and development programs relatitectmology for exploration for minerals, mining aedovery of metals from ores,
concentrates and solutions, smelting and refinincppper, metal processing, reclamation and reniedisgand product and engineered materials devetmpniExpenditures for research and
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development programs, together with contributianmtiustry and government-supported research prnegyreotaled $33 million in 2007.

SALES AND COMPETITION

North American Mining

Copper. A majority of the copper produced or purchaseduatorth American mining operations is cast intd.rod sales, including Phelps Dodge sales voluyriesto our acquisition, to outside wire and cable
manufacturers constituted approximately 83 peroéhtorth American copper sales in 2007, 85 perae2006 and 88 percent in 2005. The remainder ofNmrth American copper sales is primarily in tbeni of copper
cathode or copper concentrate. Sales of rod amddatprincipally are made directly to wire and edlalbricators and brass mills under U.S. dollaredeinated contracts usually of one-year duratiorth@ge and rod contract
prices are generally based on the prevailing COMBper monthly average spot price for shipmentkan period. We generally sell our copper rod amith@de produced at our North American mining openatat a
premium over COMEX prices.

Molybdenun. Most of our molybdenum is sold as five main pretdtypes: molybdic oxide, ferromolybdenum, molybden chemicals, molybdenum disulfide and pure maéyhuin metal powder. Molybdic oxide and
ferromolybdenum are used primarily in the steelistdy for corrosion and heat resistance and sthemgtg. Approximately 80 percent of molybdenum pueitbn is used in this application. Molybdenum cliats are used in
a number of diverse applications, such as catédygtetroleum refining, feedstock for the produntiaf pure molybdenum metals, lubricants and adetitifor water treatment. Molybdenum disulfide isdupgncipally in
lubricant and grease applications. Pure molybdematal powder products are used in a number of sévapplications, such as lighting, electronics spetialty steel alloys.

Approximately 85 percent of our expected 2008 mdgrum production is committed for sale throughbetworld pursuant to annual or quarterly agreemieased primarily on prevailing market prices onenthgrior to the
time of sale.

The market for molybdenum is characterized by cytland volatile prices, little product differenitm and strong competition. The chemical marken@e diverse and contains more specialty prodamtissegments. In both
markets, prices are influenced by production cobttomestic and foreign competitors, worldwide emoit conditions, world and regional supply/demaathbces, inventory levels, governmental regulaémtjons, currency

exchange rates and other factors. Molybdenum péltsesare affected by the demand for esd-products in, for example, the constructiomspartation and durable goods markets. A substgigion of world molybdenur

is produced as a by-product of copper mining, wisatelatively insensitive to molybdenum price IsveBy-product production was estimated at appraxéty 60 percent of global molybdenum productio2007.

South American Minirg. Production from our South American mines is sold@sper concentrate or copper cathode under UlBrdtenominated long-term contracts. A majoafyour Cerro Verde cathode production is
shipped to our U.S. rod mills for processing. Témainder of Cerro Verde's cathode production id sahder annual contracts, to South American custsrar to merchants on a spot basis. Cerro Verdedmamitted to

sell approximately 20 percent of its annual con@gatproduction at market prices to Atlantic Copfére balance of its copper concentrate produdsicold to copper smelters primarily located inalapnd elsewhere in Asia
under long-term contracts. The Candelaria mines sisliproduction in the form of copper concentgaienarily to copper smelters located in Japan dselvehere in Asia, while production not committedienlong-term
contracts is sold to other smelters or merchantsiafority of our Ojos del Salado concentrate praiducis sold to local Chilean smelters. El Abragwoes copper cathodes that are sold, primarily uacieual or multi-year
contracts, to Asian or European rod or brass mgt@mers or to merchants.

Copper cathode sold by our South American operstiogenerally sold at a premium over LME priceshwthe price based on the prevailing LME coppenthty average spot price in the month of, or the
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month following, arrival. Substantially all of oaoncentrate sales are priced on the basis of ttiedhlendar month following the month of arrivaltae buyer's facilities.

Indonesia PT Freeport Indonesia sells its copper concezgrathich contain significant quantities of goldiailver, under U.S. dollar-denominated sales ageses, mostly to companies in Asia and Europe and t
international trading companies. We sell substéntél of our budgeted production of copper cortcates under long-term contracts with copper sglfinces based on LME prices. Under these confritial billing occurs
at the time of shipment and final settlement onciygper portion is generally based on average pfimea specified future period. PT Freeport Inda's customers receive similar pricing optionshimse discussed above for
South American mining. Gold generally is sold & #verage London Bullion Market Association prioed specified month near the month of shipment.

Revenues from South American and Indonesian coratergales are recorded net of royalties (see ‘f@otstof Work” for Indonesian sales), treatment gefthing charges (including price participatioraches, if applicable,
based on the market prices of metals), and thedtgdalerivative financial instruments, if any, d¢e hedge against risks from metals price fluétust We do not plan on entering into hedging paaws in the future.
Moreover, because a portion of the metals contaimedpper concentrates is unrecoverable as atrefsthle smelting process, our revenues from comaensales are also recorded net of allowancesdbas the quantity and
value of these unrecoverable metals. These alloegace a negotiated term of our contracts andlwagustomer. Treatment and refining charges reptegseyments to smelters and refiners and are ittt or in certain
cases vary with the price of copper. We sell a karabunt of copper concentrates in the spot market.

We have commitments, including commitments fromaAtic Copper and PT Smelting, for essentially &P Freeport Indonesia’s estimated 2008 producdnFreeport Indonesia has a long-term contrauiiwis pending
approval of the Department of Energy and Mineraddeces of the Government of Indonesia, to prodidientic Copper with a quantity of copper conceteisaat market prices that currently approximatepet@ent of Atlanti
Copper’s annual copper concentrate requirement&redport Indonesia’s agreement with PT Smeltimyiples, for the life of PT Freeport Indonesia’s esnfor the supply of 100 percent of the coppeceatrate
requirements necessary to produce 205,000 metricdbcopper (essentially the Gresik smelter’sinabdesign capacity) on a priority basis. In 204, Smelting increased its stated production cap&i250,000 metric tons
of copper per year. During 2006, PT Smelting congaldurther expansion of its production capacipnir250,000 metric tons of copper per year to 2@ @etric tons. For the first 15 years of PT Smeglsrcommercial
operations beginning December 1998, PT Freepodniesia agreed that the treatment and refining elsang specified quantities of the concentrate REpart Indonesia supplies will not fall below sfiedi minimum rates,
subject to renegotiation in 2008. The rate was$@& pound, during the period from the commencémERT Smelting’s operations in 1998 until AprilZ004 when it declined to a minimum of $0.21 peupd. PT
Smelting’s rates for 2008 are expected to exceedrtinimum $0.21 per pound. We anticipate that R¥eport Indonesia will sell approximately 50 to @qent of its annual concentrate production tomitaCopper and PT
Smelting. A summary of PT Freeport Indonesia’s aggte percentage concentrate sales to its affilane to other parties for the last three yeatevis!:

2007 2006 2005
PT Smelting 39% 27% 29%
Atlantic Coppel 25% 23% 25%
Other partie: 36% 50% 46%
100% 100% 100%
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COPPER, GOLD AND MOLYBDENUM MARKETS

Copper. Copper is an internationally traded commodityd #re relevant prices are determined by the magtals exchanges — COMEX, the LME and the Shangliairés Exchange (SHFE). Prices on these exchanges
generally reflect the worldwide balance of coppgydy and demand.

Copper is a critical component of the world’s istraicture and the demand for copper ultimatelyectdl the rate of underlying world economic grovgidticularly in industrial production and constinot According to Brook
Hunt, a widely-used independent metals market dearstyi copper’s end-use markets (and their estidhslt@res of total consumption) are:

. Construction (37 percent);

. Electrical applications (26 percent);
. Industrial machinery (15 percent);
. Transportation (11 percent); and

. Consumer products (11 percent)

Since 1990, refined copper consumption has growarbgstimated compound annual growth rate of 3«depé to 18.1 million tons in 2007, according tolGRn international metal markets consultancy. This of increase
was slightly higher than the growth rate of 2.9qeet for world industrial production over the sapegiod. Asian copper consumption, led by China,been particularly strong, increasing by approxetyasix percent
annually from 1990. Asia now represents approxitydtelf of the world’s refined copper consumptieompared with approximately 24 percent for Westurope and approximately 18 percent for the Ameri€aom 1990
through 2007, refined copper production has grotamaaverage annual rate of approximately threegmeraccording to Brook Hunt.

Copper consumption is closely associated with itréalgproduction and, therefore, tends to followlasl economic cycles. Copper prices are volatilt@mlical. Since 1990, the LME spot price of coppas averaged $1.24
per pound and ranged from a high annual average pfi$3.23 per pound in 2007 to a low annual aye@mrice of $0.71 per pound in 1999 and 2002. Ghesame period, the COMEX price of copper averajed5 per
pound and has ranged from a high annual average pfi$3.22 per pound in 2007 to a low annual @yemice of $0.72 per pound in 1999 and 2002.

In 2007, the average LME price of $3.23 per pouiad $0.18 above the average for 2006. Continuedjlobal inventory levels, stronger global consumpiio most regions and unanticipated production téhits resulted in
continued high copper prices throughout the yearirig) 2007, CRU estimates global refined coppedpetion and copper consumption grew by approxingated percent and 4.1 percent, respectively. Copsiom continuec
to be strong in Asia (up 6.1 percent) driven laygsl China, whose copper consumption grew approtéind 6 percent in 2007. European copper consumpltiowever, contracted by approximately two perceikewise,
U.S. demand for copper was down approximately teregnt as a result of slowing in the residentialsiog market. Visible exchange inventories decréégeapproximately 14,000 metric tons over the pyiar to
approximately 236,000 metric tons.

In 2006, the average LME price of $3.05 per pouas #1.38 above the average for 2005.
Gold. The market for gold was strong in 2007, as a we#k dollar, growing investment demand, inflatipnpressures and ongoing geo-political tensionsaitributed to strong market demand. Prices wigriee in 2007

than 2006, ranging from a low of approximately $®@8 ounce to a high of approximately $842, with #éiverage price during the year of $696 per ouPiees in 2006 ranged from $521 to $725, averafjé@yt per ounce,
compared with an average of $445 per ounce in 2005.
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Molybdenum. In 2007, worldwide molybdenum mine productioorgesed by more than 10 percent from 2006 levelsa®y production in China grew by more than 20cget in response to increased demand in China and
restart of production idled by the government i@20Primary production in North America declinec®ese of unplanned production outages. By-produztyztion in South America and North America gréw a
approximately 3 to 4 percent, which was lower teapected, because of labor unrest, particularanth America, and lower ore grades following areeded period of higher ore grades.

Molybdenum supply from China to western molybdermarkets was sharply constrained later in the yeaatise of new export quotas implemented by theeBhigovernment in June 2007. Western roaster ¢apeas
adequate in 2007 for processing of concentratel®sp®verall, the industry production to consuraptdemand balance was in deficit for most of therye

Prices were higher in 2007 than 2006 and approa2@@8's record high levels. Prices were drivenbystrong stainless and alloy steel demand initeeHalf of the year; (2) strong chemical demaatet in 2007; and (3)
constrained supply in the U.S., Europe and JapanuAlMetals WeelDealer Oxide mean prices averaged $30.23 per pou@@07, compared with $24.75 per pound in 2006%8173 per pound in 2005. Inventory levels
throughout the industry remain low. The majorityooir molybdenum sales are based on published pr{dia., PlattsMetals Week Ryan’'s Note®r Metal Bulletin) plus a negotiated premium. The remaining salep&eced
on a fixed basis or on a variable basis withinaiartanges for periods of varying duration.

COSTS

Energy, including electricity, diesel fuel and mafwgas, represents a significant portion of proidmccosts at our operations. Because energyigniisant portion of our production costs, we cdble negatively affected by
future energy availability issues or increasesnergy costs.

During 2007, we realized cost increases that wezedsult of the overall improved business clim8@me of these cost increases were anticipatedexaonple, we realized additional compensation aestslting from
employee bonus and variable-compensation prograatste contingent on copper price and/or our perdoce. Additionally, our decision to bring backoiproduction some of our higher-cost propertiagesponse to strong
demand for copper, has increased our average tospper production. Other costs that have ince@selude labor, taxes, freight and transportatguifuric acid and materials and supplies thanaa@ufactured from metal
or fossil fuels. We anticipate that at least aiparbf these cost increases may reverse in pedbiisver metal and commodity prices.

In addition, we own a one-third interest in the yower plant located near Deming, New Mexico. RuBkrvice Company of New Mexico (PNM), a subsigiaf PNM Resources, and Tucson Electric Power baigiiary of
Unisource Energy Corporation, also own one-thitdriests and each co-owner is responsible for d tfithe costs and expenses. PNM is the operatiripgr of the plant. Approximately 190 megawattspme-third of the
plant’s electricity, is available to satisfy theetricity demands of our New Mexico and Arizonamgpiens. Electricity in excess of our demand islsmi the wholesale market. Our interest in thigigfiit, low-cost plant, whicl
utilizes natural gas, is expected to continue abiize our southwest U.S. operations’ energy castsincrease the reliability of our energy supply.

OWNERSHIP OF PROPERTY
North America. In the U.S., most of the land occupied by oyspey and molybdenum mines, concentrators, SX/E\litfeas, smelter, refinery, rod mills, and molybden roasters, processing facilities and the Climax
technology center generally is owned by, or istedan unpatented mining claims owned by us. Qepaitions of our Henderson, Miami, Bagdad, Siayrityrone, Chino and Cobre operations are locategbvernment-

owned land and are operated under a Mine Plan efaipns or other use permit. The Sierrita operdgases property adjacent to its mine upon whiklectrowinning tank house is located. The leaggres in 2009 but can
be extended for an additional five years. Variadefal and state permits or leases on governmeahialee held for purposes incidental to
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mine operations.

South America. At the operations in South America, mine promsraind facilities are controlled through miningrakor concessions under the general mining lavikeofelevant country. The claims or concessioas ar
owned or controlled by the operating companiesliictvwe or our subsidiaries have an ownership ésteiRoads, power lines and aqueducts are comtrojl@asements.

Indonesia All of our mining operations in Indonesia aretrolled through the Contract of Work, which covbogh Block A, which was first included in a 196@r@ract of Work that was replaced by a new Contoadvork
in 1991, and Block B, to which we gained rightd891. The initial term of our Contract of Work ebgs in December 2021, but we can extend it for M«year periods subject to Indonesian governmemtosal, which
cannot be withheld or delayed unreasonably.

Africa . At the Tenke Fungurume operations in the DRQengiroperties and facilities are controlled throughing concessions under general mining laws. ddreessions are owned or controlled by the operabmpanie
in which we or our subsidiaries have an ownershigrest. See additional discussion at Tenke Fumgeisite description on page 20.

Spain. Atlantic Copper’s smelter and refinery are leckin Huelva, Spain, on land concessions from thelt port authorities. The land concessions expig922. Additionally, Atlantic Copper has officasd warehouses
located on similar land concessions in Huelva, Whegpire in 2014.

LABOR MATTERS

At December 31, 2007, we employed approximatel#@® people to sustain our global operations. Addéilly, there are approximately 9,500 contractopleyees working at our Grasberg minerals distnt approximately
400 contractor employees at Atlantic Copper. Empésyrepresented by unions are listed below, wéthagiproximate number of employees representedheneixpiration date of the applicable union agreamen

Location Number of Unions Number of Union-Represented Employee Expiration Date
PT Freeport Indones- Indonesie 1 4,260 October 200¢
Tenke Fungurum- DRC 2 1,080 March 200€
Cerro Verde- Peru 1 684 December 200
Candelarie- Chile 2 484 October 200¢
El Abra— Chile 2 471 October 200¢
Chino- New Mexico 1 293 November 200!
Atlantic Coppel- Spain 2 172 December 2007
Stowmarke— United Kingdom 1 53 May 2008
Bayway— New Jerse 1 52 April 2010
Rotterdam— The Netherland 2 50 March 200€
Aurex— Chile 1 34 February 201(

a. The contract has been provisionally extendetiscurrently being renegotiated.

FM Services Company (FM Services), a wholly-owneldsidiary of FCX, furnishes certain executive, agistrative, financial, accounting, legal, tax aiditar services to us. As of December 31, 2007, $&dvices had 141
employees. FM Services employees also providecEstd two other publicly traded companies.

41




Table of Contents

SOCIAL DEVELOPMENT, EMPLOYMENT AND HUMAN RIGHTS

We have a social, employment and human rights pdiésigned to insure we operate in compliance thighaws in the areas of our operations, and irmamar that respects basic human rights and therewf the people wt
are indigenous to the area. We continue to makefiignt expenditures on social and cultural atigi, primarily in Papua, Indonesia, and we expeatake significant expenditures over time for amactivities in the DRC.
These activities include:

. comprehensive job training programs;

. basic education programs;

. public health programs, including extensive malaoatrol;

. agricultural assistance programs;

. a business incubator program to encourage the pazgile to establish their own smallscale busiresse
. cultural preservation programs; and

. charitable donations.

In December 2000, we endorsed the joint U.S. Rafeartment-British Foreign Office Voluntary Prinkgp on Human Rights and Security. Several majarraitesources companies and international hunggutsri
organizations participated in developing the VoduptPrinciples and have endorsed them. We partiibia developing these principles and incorporétedh into our social and human rights policy.

South AmericaCerro Verde has provided a variety of communitypgupprojects over the years. During 2006, as alre$ discussions with local mayors in the Arequiegion, Cerro Verde agreed to design domestierwat
and sewage treatment plants for the benefit ofeg@n. These facilities are being designed in dutar fashion so that initial installations canrbedily expanded in the future. The cost associatddthe construction of the
facilities is currently under review; however, wevie agreed with the local authorities that thescassociated with the first phase of constructicthe facilities (currently estimated at $80 mitlid40 million for Cerro Verde
share) will be split evenly between Cerro Verde gredlocal municipalities.

During 2006, the Peruvian government announcedathatining companies operating in Peru will makeaal contributions to local development fundsédive-year period. The contribution is equal t853percent of after-
tax profits, of which 2.75 percent is contributedatlocal mining fund and 1.00 percent to a rediamiaing fund. At December 31, 2007, Cerro Verd@bility associated with the local mining fund ¢ohutions totaled $49
million.

Indonesia.ln 1996, PT Freeport Indonesia agreed to comniéegt one percent of its revenues to the Freéaothership Fund for Community Development (forméne Freeport Fund for Irian Jaya Developmengupport
village-based health, education, economic and kdeigelopment programs in its area of operatiomss Commitment replaced our community developmeograms in which we spent a similar amount of moeagh year.
Our share of contributions to the Freeport PartriprSund for Community Development totaled $48 imiilin 2007, $44 million in 2006 and $36 million 2005. Our joint venture partner, Rio Tinto, alsmwibutes to this
fund and, including their share, the contributitotaled $53 million in 2007, $48 million in 2006ch642 million in 2005.

Lembaga Pembangunan Masyarakat Amungme Kamoro (L©\M#ersees disbursement of the amounts we coméritouthe fund. LPMAK'’s board of commissioners iade up of a leader of the Amungme people, a leafder
the Kamoro people, leaders of the three local diesca representative of the local government aegr@sentative of PT Freeport Indonesia. The Amengnd Kamoro people are original inhabitants efléimd in our area of
operations.

We believe that our social and economic developmesgrams are responsive to the issues raised by
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the local villages and people and should help usamtain good relations with the surrounding comities and avoid disruptions of mining operatioNsvertheless, social and political instability fretarea may adversely
impact our mining operations. See “Risk Factors.”

Africa. We have committed to assist the communities sadimg our Tenke Fungurume concession in the Kat&@mgeaince of the DRC. Initiatives that have commezhover the past two years include the buildingvaf
schools and the remodeling of a third, developnoéien community water wells, construction of roaaisd agricultural support programs to local farsnédditionally, we have committed to contributpation of net sales
revenue from production to a trust fund for localelopment.

Security Mattersin Indonesia Consistent with our Contract of Work in Indonearal the requirement to protect our employees amglepty, we have taken appropriate steps to proxisafe and secure working environment.
As part of its security program, PT Freeport Indaenaintains its own internal security departmestitich performs functions such as protecting congdanilities, monitoring the shipment of companyods through the
airport and terminal, assisting in traffic contasid aiding rescue operations. PT Freeport Indoisesidlian security employees (numbering approxieiy680) are unarmed and perform duties consistéhttheir internal
security role. PT Freeport Indonesia’s share offus its internal civilian security departmentaied approximately $17 million for 2007, $14 nuli for 2006 and $11 million for 2005. The secudgpartment has received
human rights training and each member is requivexkttify his or her compliance with our human tigpolicy.

PT Freeport Indonesia, and all businesses andergisidf Indonesia, rely on the Government of Ind@néor the maintenance of public order, upholdimgrule of law and the protection of personnel praperty. The
Grasberg mine has been designated by the Goverrohemtonesia as one of Indonesia’s vital natiagalets. This designation results in the militany police playing a significant role in protectirtgetarea of our operations.
The Government of Indonesia is responsible for egipy police and military personnel and directihgit operations.

From the outset of PT Freeport Indonesia’s openatithe government has looked to PT Freeport Inglarie provide logistical and infrastructure supord assistance for these necessary servicesdeecithe limited
resources of the Indonesian government and theteelmeation of and lack of development in PapuaFRdeport Indonesia’s financial support for thednesian government security institutions assigoetieé operations area
represents a prudent response to its requiremept®tect its workforce and property, better ensmithat personnel are properly fed and lodged have the logistical resources to patrol PT Freejpoidnesia’s roads and
secure its operating area. In addition, provisibsuzh support and oversight is consistent withHPdeport Indonesia’s obligations under the ContoatWork, reflects our philosophy of responsiblepmarate citizenship, and is
in keeping with our commitment to pursue practitteg will promote human rights.

PT Freeport Indonesia’s share of support costthfogovernment-provided security, involving appmately 2,100 Indonesian government security pemsocurrently located in the general area of ouragpens, was $9

million for 2007, $9 million for 2006 and $6 miliiofor 2005. This supplemental support consistsamifous infrastructure and other costs, such as, feodsing, fuel, travel, vehicle repairs, allowantzcover incidental and

administrative costs, and community assistancerprog conducted by the military and police. PT Foeemdonesia’s capital costs for associated itftasure was less than $1 million for the threergemnded December 31,

2007.

As reported in January 2006, we have received esgbnded to requests from governmental authoritlased to PT Freeport Indonesiaupport of Indonesian security institutions. e @operating fully with these reque
ENVIRONMENTAL AND RECLAMATION MATTERS

Environmental
In the U.S. we are subject to stringent federatesand local environmental laws and regulatioas glovern emissions of air pollutants; dischardesaier pollutants; and generation, handling, sierand
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disposal of hazardous substances, hazardous veastesther toxic materials. We also are subjecbtergial liabilities arising under the federal Camlpensive Environmental Response, Compensatioihiabdity
Act (CERCLA) and similar state laws that imposeprssibility on persons who arranged for the disposhazardous substances, and on current andquewwners and operators of a facility for the eigaof hazardous
substances released from the facility into the mmvnent, including damages to natural resources.

Phelps Dodge and many of its affiliates and presmecompanies have been involved in mining, nglimd manufacturing in the U.S. for more than dumgnActivities that occurred in the late T@entury and the 26
century prior to the advent of modern environmelaaks were not subject to environmental regulatiod were conducted before American industrial carigsaunderstood the long-term effects of their apjens on the
surrounding environment. With the passage of CER@L2980, companies like Phelps Dodge became legadiponsible for environmental remediation on praps previously owned or operated by them, iretipe of
when the damage to the environment occurred orcalused it. That liability often is shared on a f@nd several basis with all other owners and dpssameaning that each owner or operator of tbeenty is fully
responsible for the clean-up, although in many £asene or all of the historical owners or operatarsonger exist, do not have the financial abil@yrespond or cannot be found. As a result, becafisur acquisition of
Phelps Dodge in 2007, many of the subsidiary corniegane now own are responsible for a wide variétgrvironmental remediation projects throughouttth8., and we expect to spend substantial sumsadigriar many
years to address those remediation issues. Vaofomisr subsidiaries previously have been advisethbyJ.S. Environmental Protection Agency (EPAg Brepartment of the Interior, the Department ofiégture and sever:
state agencies that under CERCLA or similar states land regulations, they may be liable for costegponding to environmental conditions at sitet have been or are being investigated by EPAD#&martment of the
Interior, the Department of Agriculture, or stagercies to determine whether releases of hazasldistances have occurred and, if so, to developnapidment remedial actions to address environnieotacerns. As of
December 31, 2007, we had more than 100 activediatien projects in the U.S. in more than 25 stafés are also subject to claims for natural respai@mages where the release of hazardous subsisrdieged to have
injured natural resources. A number of our subsiglshave also been advised by trustees for natesalrces that they may be liable under CERCLAimilar state laws for damages to natural resoutaesed by releases of
hazardous substances.

Under applicable purchase accounting rules, weeareired to allocate the purchase price paid f@ihDodge in accordance with our estimate of &irevialue of all the Phelps Dodge assets and i) including
contingencies such as environmental remediatioigatidns. That process must be completed by tisedimniversary of the acquisition, or March 19,800ur revised estimates resulted in a signifidcanitease in our reserve
for environmental obligations at December 31, 20mDecember 31, 2007, environmental reserves dambin our consolidated balance sheets totaledisilich, which include the purchase accountinguatihents to reflect
the estimated fair value of the Phelps Dodge otiiga attributed to CERCLA or analogous state prowg and for estimated future costs associatedemitironmental matters at closed facilities andeibgortions of certain
operating facilities.

In 2005, PT Freeport Indonesia agreed to partieipathe Government of Indonesia’s PROPER (Prodmar®ollution Control, Evaluation and Rating) pragr. In March 2006, the Indonesian Ministry of Epviment
announced the preliminary results of its PROPERrenmental management audit, acknowledging thectitfeness of PT Freeport Indonesia’s environmenghagement practices in some areas while makirgraev
suggestions for improvement in others. We are vaykiith the Ministry of Environment to address isgues raised as we complete the audit process.

In connection with obtaining our environmental apgis from the Indonesian government, we commitibegerform a one-time environmental risk assessmerthe impacts of our tailings management plan.céfapleted
this extensive environmental risk assessment witerthan 90 scientific studies

44




Table of Contents

conducted over four years and submitted it to ftt®hesian government in December 2002. We develthygedsk assessment study with input from an iedejent review panel, which included representafines the
Indonesian government, academia and non-governiraggnizations. The risks that we identified dgrthis process were in line with our impact prajaes of the tailings management program containesuir
environmental approval documents.

The cost of complying with environmental laws iadamental cost of our business. In 2007, we ircliaggregate environmental capital expenditurdso#imer environmental costs of $320 million (inchgl$228 million
incurred since March 20, 2007, related to the aeguPhelps Dodge operations) for programs to comvily applicable environmental laws and regulatitime affect our operations. Aggregate environmiesgpital
expenditures totaled $63 million in 2006 and $44iami in 2005. In 2008, we expect to incur approately $520 million of aggregate environmental calpéixpenditures and other environmental costs, waie part of our
overall 2008 operating budget.

Refer to Note 15 for additional information on sfgrant environmental matters.

Asset Retirement Obligations

We recognize asset retirement obligations (AROdipadlities when incurred, with the initial measanent at fair value. These liabilities are accreteftlll value over time through charges to incofeclamation costs for
future disturbances are recorded as an ARO in¢hieg of disturbance. Our cost estimates are refteon a third-party cost basis and comply withlegal obligation to retire tangible, long-livedsass as defined by SFAS
No. 143. Refer to Note 1 for further discussiomof accounting policy for reclamation and closusts.

At December 31, 2007, we had $728 million recorfieddROs in current and long-term liabilities oretbonsolidated balance sheet. ARO costs may ire@adecrease significantly in the future as altesichanges in
regulations, engineering designs and technologynipenodifications or updates, mine plans, cosinflition or other factors and as actual reclanragipending occurs. ARO activities and expenditgezeerally are made over
an extended period of time commencing near theoéitte mine life; however, certain reclamation wities could be accelerated if we elect or are iregito do so.

Legal requirements in New Mexico, Arizona and Cattw require financial assurance to be provide@$timated costs of reclamation and closure, inolyudroundwater quality protection programs. We heatéesfied
financial assurance requirements by using a vadgketgechanisms, such as third-party performanceaguiees, financial capability demonstrations, tfustls, surety bonds, letters of credit and calédtérhe applicable
regulatory requirements provide financial strertgts to support third-party performance guarara@esfinancial capability demonstrations, which @esigned to confirm a company'’s or third-party raméor’s financial
capability to fund future estimated reclamation alabure costs. The amount of financial assurareer required to provide will vary with changesaws, regulations and reclamation and closure estinates. At
December 31, 2007, we had trust assets totaling $Hion that are designated for funding globalleenation and remediation activities, of which $10#flion is legally restricted to fund a portion ofir asset retirement
obligations for Chino, Tyrone and Cobre as requibgdNew Mexico regulatory authorities.

Additionally, in 1996, PT Freeport Indonesia begantributing to a cash fund ($10 million balanc®atember 31, 2007) designed to accumulate at$4@ million by the end of our Indonesian minimgidties. We plan tc
use this fund, including accrued interest, to payenclosure and reclamation costs. Any costs irexof the $100 million fund would be funded byragienal cash flow or other sources.

Prior to its acquisition by FCX, Phelps Dodge haitlated a process of identifying and prioritizingportunities to accelerate certain demolition,iemmental reserve and asset retirement obligatiojects. The projects were
prioritized based on regulatory flexibility to rediate at a faster pace structures that could tdilyedemolished, reclamation of visibly impacte@as, and projects in Arizona and New Mexico wheeehave substantial long-
term closure obligations. These costs are includedir aggregate environmental capital and othetsceported above.
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Refer to Note 15 for additional information on asstirement obligations.
WATER RIGHTS

Our mining operations require significant quansited water for mining, ore processing and relatgapsrt facilities. Our operations in North and SpAmerica are in desert areas where water is seamde€ompetition among
users for continuing access to water is signific@untinuous production at our mines is dependerdw ability to maintain our water rights and nlaiand defeat claims adverse to our current wats in legal proceedings.

At our U.S. operations, under state law, our weghts give us only the right to use public watiensa statutorily defined beneficial use at a deatgd location. In Arizona, we are a participaniwpo active general stream
adjudications in which for 30 years the State dzéma has been attempting to quantify and priaisiarface water claims in two of the state’s largigsr systems that include four of our mines (®twei, Sierrita, Safford and
Miami) and which may also affect our Arizona minéBagdad. Groundwater is not subject to adjudicein Arizona, but is subject to the doctrine cigenable use, which requires balancing the utlithe use against the
gravity of the harm to others who have rights ia $ame aquifer; however, wells may be subject judéchtion to the extent they are found to prodocaffect surface water. In Colorado, our surfaegevand groundwater
rights are subject to adjudication and we are weolin legal proceedings to resolve disputes reéggngriority of administration of rights, includingriority of some of our rights for the Climax mir@ur surface water and
groundwater rights are fully licensed or have biesly adjudicated in New Mexico.

In South America, water for our mining operation€andelaria and Ojos del Salado is drawn fronGbpiapo River aquifer. Because of rapid depletibthis aquifer in recent years, ongoing studiesatdressing the
adequacy of this water supply for our mining opierat planned at these sites.

Although we believe our mining operations haveisigfit water, the loss of water rights for any af enines, in whole or in part, or shortages of watevhich we have rights, could require us to @ilidr shut down mining
operations. Additionally, we have not yet secuaddquate water rights to support all of our posmtkpansion projects, and our inability to sed¢hrse rights could prevent us from pursuing somia@$e opportunities. See
“Risk Factors”

Item 1A. Risk Factors

This report contains “forward-looking statementsithin the meaning of the federal securities law®rward-looking statements are all statements othan statements of historical facts, such as states regarding
anticipated production volumes, unit net cash castes volumes, ore grades, milling rates, comtyqitices, development and capital expendituresgrproduction and development plans, availabilitpawer, water, labor
and equipment, environmental reclamation and cleswgst and plans, environmental liabilities and engtitures, litigation liabilities and expenses, jeaied debt and cash balances, dividend paymesgsrve estimates,
political, economic and social conditions in oueas of operations and exploration efforts and ressuExcept for our ongoing obligations under tederal securities laws, we do not intend, and weeutiake no obligation, t
update or revise any forward-looking statementsad®rs are cautioned that forward-looking staterseme not guarantees of future performance andaaesults may differ materially from those projdt anticipated or
assumed in the forward-looking statements. Imparactors that could cause our actual results iffed materially from those anticipated in the famd-looking statements include the following:

FINANCIAL RISKS

Declines in the market prices of copper, gold and olybdenum could adversely affect our earnings andash flows and, therefore, our ability to repay dehtSuch declines could also cause significant voliésf in our
financial performance and adversely affect the trathg prices of our debt and equity securities.
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Our earnings and cash flows will be affected sigaiftly by the market prices of copper and, tosaée extent, gold and molybdenum. The world mapkiees of these commodities have fluctuated histdlsi and are affected
by numerous factors beyond our control. Many firiananalysts who follow the metals markets are jotédy that copper prices will decline significanffom their current, historically high levels oviie next few years. A
decline in the world market price of one or morehgfse commaodities could (1) adversely affect auniegs and cash flows, (2) adversely affect oilitato repay our debt and meet our other fixedigdtions, and (3) depre
the trading prices of our common and preferredistonl of our publicly traded debt securities. Idifidn, substantially all of our copper concentrates contracts and some of our copper cathods sahtracts provide final
pricing in a specified future period based on LMEC®MEX prices. Accordingly, in times of fallingpper prices, our revenues during a quarter arativedy impacted from lower prices received for tants priced at
current market rates and also from a decreasedetatthe final pricing of provisionally priced daacts entered in prior periods.

World copper prices have historically fluctuatedialy. During the three years ended December 317,200E daily closing spot prices ranged from $1t8%4.00 per pound for copper. World copper praesaffected by
numerous factors beyond our control, including:

. the strength of the U.S. economy and the econoaiiether industrialized and developing nations|uding China, which has become the largest
consumer of refined copper in the world;

. available supplies of copper from mine productiod &ventories;

. sales by holders and producers of copper;

. demand for industrial products containing copper;

. investment activity, including speculation, in cepas a commodity;

. the availability and cost of substitute materiaksd

. currency exchange fluctuations, including the reéastrength or weakness of the U.S.dollar.

World gold prices have historically fluctuated wigleDuring the three years ended December 31, 20@7daily closing prices on the London spot markaged from $411 to $842 per ounce for gold. Wgdtl prices are
affected by numerous factors beyond our contraluiing:

. the strength of the U.S. economy and the econoaifiether industrialized and developing nations|uding China;
. global or regional political or economic crises;

. the relative strength of the U.S. dollar and otherencies;

. expectations with respect to the rate of inflation;

. interest rates;

. purchases and sales of gold by central banks dred bolders;

. demand for jewelry containing gold; and

. investment activity, including speculation, in galsla commodity.

Molybdenum prices also fluctuate widely. Molybdendemand depends primarily on the global steel iigushich uses the metal as a hardening and domashibiting agent. Approximately 80 percent oblybdenum
production is used in this application. The remairid used in specialty chemical applications sagkatalysts, water treatment agents and lubricApfgroximately 60 percent of global molybdenumdaretion is a byproduc
of copper mining, which is relatively insensitiverholybdenum prices. During the three years endeteber 31, 2007, thdetals Weelbealer Oxide price for molybdenum ranged from $2ac6$40.00 per pound.
Molybdenum prices are affected by numerous fadteyond our control, including:

. the worldwide balance of molybdenum demand andlgupp
. rates of global economic growth, especially corcttom and infrastructure activity that requiresnsfigant amounts of steel;
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. the volume of molybdenum produced as a by-prodiicopper production;
. inventory levels;
. currency exchange fluctuations, including the reéastrength of the U.S. dollar; and
. production costs of U.S. and foreign competitors.

The agreements governing our indebtedness contaimqvisions that limit our discretion in the operation of our business and require us to meet financiaests and other covenants. In addition, we are redred to
meet financial tests showing our capability to pedrm required closure and remediation. The failure b comply with such tests and covenants could havenzaterial adverse effect on us.

We incurred significant debt to fund a portion lo¢ ttash consideration paid to Phelps Dodge shatefsoin our acquisition of Phelps Dodge. As of Delser 31, 2007, the outstanding principal amourdwfindebtedness w.
$7.2 billion (excluding unused availability underaevolving credit facilities of $1.4 billion aftgiving effect to outstanding letters of credithe agreements governing our indebtedness contaimants that restrict our
ability to:

. incur additional indebtedness;

. engage in transactions with affiliates;

. create liens on our assets;

. make payments in respect of, or redeem or acoigtet, or equity issued by us or our subsidiarieduiing the payment of dividends on our common
stock;

. make acquisitions of new subsidiaries;

. make investments in, or loans, to entities thatlweot control, including joint ventures;

. use assets as security in other transactions;

. sell assets, subject to certain exceptions;

. merge with or into other companies;

. enter into sale and leaseback transactions;

. enter into unrelated businesses;

. enter into agreements or arrangements that regigability of certain of oursubsidiaries to payidends or other distributions;

. prepay indebtedness; and

. enter into certain new hedging transactions othen in the ordinary course of business.

In addition, our senior credit facilities requiteat we meet specified financial tests at any tina borrowings or letters of credit are outstandinger our revolving credit facility, including everage ratio test and a secured
leverage ratio test.

Any failure to comply with the restrictions of osenior credit facilities or any agreement goverrong other indebtedness may result in an evenefzudt. Such default may allow the creditors toedexate the related debt,
which may trigger cross-acceleration or crds$ault provisions in other debt agreements. Osetasand cash flow may not be sufficient to fullpay borrowings under our debt instruments thatacelerated upon an even
default.

If we are unable to repay, refinance or restructuneindebtedness under, or amend the covenantaiced in, our senior credit agreements at matarity the event of a default, the lenders undersemnior credit facilities

could terminate their commitments thereunder, cezaldng further loans, declare all borrowings aarnsling (together with accrued interest and othes)fenmediately due and payable and institute fosece proceedings
against the security. Any such actions could fargénto bankruptcy or liquidation.
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In addition, most of the financial assurance for sauthwestern U.S. mines is provided by financédability demonstrations or guarantees, both a€lwtrequire a demonstration that we meet finarteists showing our
capability to perform the required closure and réiaon or ability to back guarantees provideddar subsidiaries. Financial capability demonstratior guarantees have been submitted for essgraibbf the financial
assurance for our Arizona mines. We maintain agfaour financial assurance using guarantees in Mexico. However, a portion of our financial asswa requirements in New Mexico is supplied in asoform, such as
letters of credit, real property collateral orastr Our ability to satisfy financial capabilityrdenstrations or utilize thirgarty guarantees for financial assurance with resjpereclamation obligations may be adverselyciée
if our credit ratings continue to be rated beloweistment grade and we are unable to pass the affirenfinancial tests. If this w ere to occur, waynbe required to provide alternative forms of ficial assurance, such as
letters of credit, surety bonds, real propertyatelial or a trust.

We need significant amounts of cash to service odebt. If we are unable to generate sufficient casto service our debt, our financial condition and rsults of operations could be negatively affected.

We must generate sufficient amounts of cash taseand repay our debt. Our ability to generaté eaifl be affected by general economic, financtalimpetitive and other factors that may be beyornrctontrol. Future
borrowings may not be available to us under ouiosemedit facilities or from the capital marketsamounts sufficient to pay our obligations as theture or to fund other liquidity needs. If we are able to obtain such
borrowings or generate sufficient cash from operetito service and repay our indebtedness, wenegltl to refinance our indebtedness to avoid argulteSuch refinancing may not be available on falte terms or at all.
The inability to service, repay or refinance outeébtedness could negatively affect our financialdition and results of operations.

Movements in foreign currency exchange rates or irrest rates could negatively affect our operatingesults.

Substantially all of our revenues and a signifiqaortion of our costs are denominated in U.S. dsjlaowever, some of our costs, and certain ofasget and liability accounts, are denominateddomesian rupiah, Chilean
pesos, Peruvian nuevos soles, Australia dollar<€Eand other foreign currencies. As a result, Webe generally less profitable when the U.S. doilveakens in relation to these foreign currencies.

As of December 31, 2007, approximately 18 percéonuéstanding debt was subject to variable interatss. Increases in these rates will increasénterest costs and reduce our profits and operatisg flows.

From time to time, we may implement currency oeiest rate hedges intended to reduce our expasufeahges in foreign currency exchange or inteeges. However, our hedging strategies may notibeessful, and any
our unhedged foreign exchange or interest paynwititsontinue to be subject to market fluctuations.

OPERATIONAL RISKS
The volume and grade of ore reserves that we recavand our rate of production may be more or less thn anticipated. In addition, our exploration activities may not result in additional discoveries.
Our ore reserve amounts are determined in accoedaitl established mining industry practices amhdards, and are estimates of the mineral depbsitean be recovered economically and legally dhasecurrently

available data. Ore bodies may not conform to stehdeological expectations, and estimates maygehas new data becomes available. Because orestmmligot contain uniform grades and types of misecair metal
recovery rates will vary from time to time. There also uncertainties inherent in estimating quiastof ore reserves and copper recovered fronkgiles.
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The quantity of copper contained in mill and leatdckpiles is based on surveyed volumes of mine@mahand daily production records. The volume gratle of ore reserves recovered, rates of prastuetid recovered
copper from stockpiles may be less than anticipaieditionally, because the determination of reseris based partially on historical selling priceprospective decrease in such prices may resaltéduction in
economically recoverable, and therefore reporteslyeserves. These factors may result in variatiotise volumes of mineral reserves that we repod the volume of minerals that we can sell fromiqukto period.

Our ability to replenish our ore reserves is imanttto our long-term viability. Our exploration grams may not result in the discovery of sufficiadditional mineral deposits that can be mineditaiolfy.
Our business is subject to operational risks thatr@ generally outside of our control and could advesely affect our business.

Mines by their nature are subject to many operatidsks and factors that are generally outsideusfcontrol and could adversely affect our busineperating results and cash flows. These opetiisks and factors incluc
the following:

. unanticipated ground and water conditions;

. adverse claims to water rights and shortages oénvtatwhich we have rights;

. geological problems, including earthquakes andrathéural disasters;

. metallurgical and other processing problems;

. the occurrence of unusual weather or operatingitiond and other force majeure events;
. lower than expected ore grades or recovery rates;

. accidents;

. delays in the receipt of or failure to receive resegy government permits;

. the results of litigation, including appeals of agg decisions;

. uncertainty of exploration and development;

. delays in transportation;

. interruption of energy supply;

. labor disputes;

. inability to hire and retain a sufficient numbersidlled employees;

. inability to obtain satisfactory insurance coverage

. unavailability of experienced labor, equipment amaterials; and

. the failure of equipment or processes to operageaordance with specifications or expectations.

Continuation of our mining production is dependenton the availability of a sufficient water supply tosupport our mining operations.

Our mining operations require significant quansited water for mining, ore processing and relatgapsrt facilities. Our operations in North and SpAmerica are in desert areas where water is seam@@€ompetition amour
users for continuing access to water is signific@untinuous production at our mines is dependerdw ability to maintain our water rights and olaiand defeat claims adverse to our current wats in legal proceedings.
In addition, our right to use water at our U.S.raiens is subject to applicable state laws. Altffoeach operation currently has sufficient wataines to cover its operational demands, we canregtiprthe potential outcome
of pending or future legal proceedings on our wetghts, claims and uses. The loss of some awatér rights for any of our mines, in whole or @iy or shortages of water to which we have rigiotsld require us to curtail
or shut down mining production and could preventram pursuing expansion opportunities.
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An interruption of energy supply could adversely afect our mining operations.

Our mining operations and development projectsirecaignificant energy. Our principal energy sosreee electricity, purchased petroleum productsirabgas and coal. Our South American mining ojema receive
electrical power under long-term contracts withaloenergy companies. Our African development pipjeenke Fungurume, has entered into long-term pewpply and infrastructure funding agreements withstate-owned
electric utility company serving the Katanga praérof the DRC. A disruption in the transmissiorenérgy, inadequate energy transmission infrastrecar the termination of any of our energy supgptracts could
interrupt our energy supply and adversely affectaperations.

Worldwide expansion of mining activity has increase costs and created shortages of equipment, supiand experienced personnel. Increased productiomsts could reduce our profitability and cash flow.

In the last few years, there has been a significamease in mining activity worldwide to meet #hemand of an expanding world economy and in resptmsignificant increases in prices of naturabueses. The opening of
new mines and expansion of existing mines hasdédcreased demand for, and increased costs amthghs of, equipment, supplies and experiencedpees. These cost increases have significantlyeased overall
operating and capital budgets of companies like,camd continuing shortages could affect the tinaing feasibility of expansion projects.

Energy represents a significant portion of our piaibn costs. Our principal energy sources aretedéty, purchased petroleum products, naturalaes coal. An inability to procure sufficient energyreasonable prices could
adversely affect our profits, cash flow and growgiportunities. Our production costs are also aéédty the prices of commodities we consume or mseii operations, such as sulfuric acid, grindirefia, steel, reagents,
liners, explosives and diluents. The prices of stmhmodities are influenced by supply and demaewids affecting the mining industry in general atiteofactors outside our control and such pricesaatimes subject to
volatile movements. Increases in the cost of tivesemodities could make our operations less prdétadven in an environment of relatively high coppeces. Increases in the costs of commoditiesvigaconsume or use
may also significantly affect the capital costsefv projects.

In addition to the usual risks encountered in the riming industry, our Indonesian operations involve aditional risks because they are located on unusugldifficult terrain in a very remote area.

Our Grasberg mining operations are located in steepntainous terrain in a very remote area in ledtm Because of these conditions, we have hadel@ome special engineering difficulties and depedatensive
infrastructure facilities. In addition, the areaeies considerable rainfall, which has led toquid floods and mudslides. The mine site is alsariractive seismic area and has experienced eantiots from time to time. Our
insurance may not sufficiently cover an unexpectatiral or operating disaster.

On October 9, 2003, a slippage of material occuimedsection of the Grasberg open pit, resultingight fatalities. On December 12, 2003, a deftwig involving a relatively small amount of looseaterial occurred in the
same section of the open pit resulting in only mipmperty damage. The events caused us to alteshaut-term mine sequencing plans, which adversgcted our 2003 and 2004 production. We resuneechal production
activities in the second quarter of 2004.

On March 23, 2006, a mud/topsoil slide involvingapximately 75,000 metric tons of material occuriein a mountain ridge above service facilitiesaing PT Freeport Indonesia’s mining faciliti®egrettably, three
contract workers were fatally injured in the evérite material damaged a mess hall and an adjacemt/As a result of investigations by PT Freepmiibhesia and the Indonesian Department of EnerdyManeral Resources,
we conducted geotechnical studies to identify aldt@ss any potential hazards to workers and fiesilitom slides. The existing early warning sysfempotential
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slides, based upon rainfall and other factors dfes been expanded. However, no assurance candrethat similar events will not occur in the fugur

Development projects are inherently risky and may equire more capital than anticipated, which could dversely affect our business. In addition, our most significant development projet, Tenke Fungurume, is
located in a remote area of the DRC.

There are many risks and uncertainties inhereall idevelopment projects, including our significémture development of underground mines at thestB¥eg minerals district, our Tenke Fungurume ptaged ongoing
projects at our North and South American operatidhe economic feasibility of development projestbased on many factors, including the accura@stimated reserves, metallurgical recoveries tabpnd operating cos
and future prices of the relevant minerals. Thatahpxpenditures and time required to develop nEnes or other projects are considerable, and @wimgcosts or construction schedules can affege@reconomics. Thus it
is possible that actual costs and economic retuasdiffer materially from our estimates.

New development projects have no operating hisipgn which to base estimates of future cash flonese development projects also require the suedesshpletion of feasibility studies, acquisitiohgnvernmenta
permits, acquisition of land, power and water ansleing that appropriate community infrastructsre@éveloped by third parties to support such ptsjelt is possible that we could fail to obtaie overnment approvals
necessary for the operation of a project, in witiabe, the project may not proceed, either on iggnal timing or at all. It is not unusual for newmining operations to experience unexpected probldumisig the start-up phase,
resulting in delays in producing revenue and insesan invested capital.

Our Tenke Fungurume project is located in a reraot@ of the DRC and is subject to additional chaks due to:

. severely limited infrastructure, including road aad access;

. limited and possibly unreliable energy supply;

. security risks; and

. limited health care in an area plagued by diseadether potential endemic health issues, includiadaria.

Consequently, our Tenke Fungurume developmentgrojay be substantially affected by factors beyomdcontrol, which could increase the cost of thegrt and adversely affect its ultimate contribatto our operating
results.

ENVIRONMENTAL RISKS

Our domestic and international operations are subjet to complex and evolving environmental laws andegulations, and compliance with environmental andegulatory requirements involves significant costs.

Our ongoing mining operations and exploration aw#ig, both in the U.S. and elsewhere, are sultigeektensive laws and regulations governing expilmmadevelopment, production, occupational heatime safety, toxic
substances, waste disposal, protection and renmuliaftthe environment, protection of endangeredi mmotected species, and other related matters plimmee with these laws and regulations imposestankial costs and we
expect these costs to continue to increase inutlueef because of increased demand for remediagivices and shortages of equipment, supplies, labdmother factors. The Federal Clean Air Act (CA&} had a significant
impact, particularly on our domestic smelter andi@oplants. Any change in regulation of the minindustry under the Federal Resource ConservatidrRaovery Act (RCRA) could have a significant irmpdoth on
operational compliance and closure costs. In agfdignvironmental laws and regulations may changesiys that could adversely affect our operatiansxpansion opportunities.
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In addition to compliance with environmental reguldion at our operating sites, we incur significant osts for remediating environmental conditions on poperties that have not been operated in many years.

Phelps Dodge and many of its affiliates and presmecompanies have been involved in mining, nglliend manufacturing in the U.S. for more thanrawg. Activities that occurred in the late T@entury and the 28
century prior to the advent of modern environmelaaks were not subject to environmental regulatiod were conducted before American industrial cargsaunderstood the long-term effects of their apjens on the
surrounding environment. With the passage of CER@LA980, companies like Phelps Dodge became legedponsible for environmental remediation on prtips previously owned or operated by them, iretipe of
when the damage to the environment occurred orcalused it. That liability is often shared on a f@nd several basis with all other owners and dpssameaning that each owner or operator of tbeenty is fully
responsible for the clean-up, although in many £asene or all of the other historical owners orrafEs no longer exist, do not have the finandulitst to respond or cannot be found. As a resud;ause of our acquisition of
Phelps Dodge in 2007, many of the subsidiary corniegane now own are responsible for a wide variétgrvironmental remediation projects throughouttth8., and we expect to spend substantial sumsadiyriar many
years to address these remediation issues. Wésarsubject to claims for natural resource damagesre the release of hazardous substances is clledeve injured natural resources. As of DecerBlte2007, we had mo
than 100 active remediation projects in the U.Snare than 25 states.

Mine closure regulations impose substantial costsiaur operations.

Our domestic operations are subject to variousréddamd state mine closure and mirladd reclamation laws. The requirements of thess leary depending upon the jurisdiction. In genevat domestic mines are requirec
post increasing amounts of financial assurancetmated costs increase to ensure the availabilifynds to meet future closure and reclamationgabibns.

Our New Mexico financial assurance amounts at Déeeril, 2007, which reflected reductions for wosknpleted through 2006 and agreed upon by the NewidddEnvironment Department and Mining Minerals Bion,
totaled $463 million, up to 70 percent of whiclinighe form of guarantees issued by Phelps Doddeebalf of our operating subsidiaries and the luadas in the form of real property collateral, ée¢t of credit and cash. The
amounts may change based on the completion ofiadlaitpermitting procedures, final agency deterriames and the results of administrative appeals¢ivbould result in changes to the closure andareation plans and le
to increases in the cost estimates and our refatadcial assurance obligations.

At December 31, 2007, we had accrued closure obstgproximately $152 million for our Arizona opéoms. The amount of financial assurance curresiéijnonstrated for Arizona closure and reclamatidivigies is
approximately $147 million. We have also approveded-land reclamation plans and financial assurampéace for our two Colorado mines totaling apgpnuately $81 million.

Most of the financial assurance provided for ous Unines requires that we meet financial testsdbatonstrate our capability to perform the requiledure and remediation or ability to back guaeastprovided for our
subsidiaries. Financial capability demonstrationguarantees have been submitted for essendilhlbf the financial assurance for our Arizona nsiné/e maintain a part of our financial assurandeguguarantees in New
Mexico. However, a portion of our financial assuramequirements in New Mexico is supplied in anotbem, such as letters of credit, real propertiateral or a trust. Our ability to satisfy finaattapability demonstrations
or utilize third-party guarantees for financial @ssice with respect to reclamation obligations meydversely affected if our credit ratings corgito be rated below investment grade and we areleita pass the affirmative
financial tests. If this were to occur, we may egquired to provide alternative form of financiabasance, such as letters of credit, surety bords property collateral or a trust.
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In recent years, many surety companies have begregtire a significant level of collateral to sopipsurety bonds, and the costs associated with sords have increased significantly. As a re#fudyrety bonds are
unavailable at commercially reasonable terms t@sttpur financial assurance obligations, we cdiddequired to post letters of credit, other cellak or cash or cash equivalents directly in suppiothose obligations.

In addition, our international mines are subjectddous mine closure and mined-land reclamatiars)and there have recently been significant chaimgelosure and reclamation programs in both ReduChile that impose
more stringent obligations on us for closure amdamation.

Regulation of greenhouse effects and climate changeay adversely affect our operations and markets.

Energy is a significant input to our mining and gessing operations. Our principal energy source®ctricity, purchased petroleum products, nhgasa and coal. Many scientists believe that emissfrom the combustion
of carbon-based fuels contribute to greenhousetsftend therefore potentially to climate change.

A number of governments or governmental bodies liatveduced or are contemplating regulatory charigessponse to the potential impacts of climatengfe. The December 1997 Kyoto Protocol establishest of
greenhouse gas emission targets for developedresitiiat have ratified the Protocol. Although Kysto Protocol has not been ratified by the U.Bvesal states have initiated legislative actiorckimate change. Climate
change legislation has been introduced in, buyabpassed by the U.S. Congress, which could resuitreased future energy and compliance costsn medium and long-term perspective, we ardyliteesee an increase
in costs relating to our assets that emit significanounts of greenhouse gases as a result ofateguinitiatives in the countries in which we ogier. These regulatory initiatives may be eitheurtdry or mandatory and may
impact our operations directly or through our siggglor customers. Assessments of the potentiagdtgf future climate change regulation are unaergiven the wide scope of potential regulatorgegee in countries in
which we operate.

The potential physical impacts of climate changeonoperations are highly uncertain, and woulghésicular to the geographic circumstances. Thesgintlude changes in rainfall patterns, water syas, changing sea
levels, changing storm patterns and intensitied,cranging temperatures. These effects may adyemsphct the cost, production and financial perfante of our operations.

Our operating, inactive and historical domestic miting sites and facilities may be subject to futureegulation of radioactive materials that are commont associated with, or result from, our mining opergéons.

A number of federal and state agencies are consglaew regulations to characterize, regulate @ntediate potential workplace exposures and envieoahimpacts of radioactive materials commonlyaied with

mining operations. For example, the EPA intendsrtomulgate rules to regulate technologically emeamaturally occurring radioactive materials (TER®) and their impacts at mining operations. Initdd, several states
are promulgating groundwater quality compliance serdediation standards for radioactive materialsluiding uranium. Radioactive materials can beeiased with copper mineral deposits. Consequeatly copper
operations may generate, concentrate or releasgadive materials that may subject our operattonsew and increased regulation. The impact ofi Suture regulation on our operating, closure,aswtion, and remediation
costs is uncertain.

Our mining operations in Indonesia create difficultand costly environmental challenges, and future @nges in environmental laws, or unanticipated envonmental impacts from those operations, could requé us
to incur increased costs.

Mining operations on the scale of our operationBapua involve significant environmental risks ahdllenges. Our primary challenge is to disposth@iarge amount of crushed and ground rock méteria
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called tailings, that results from the process Iyjclv we physically separate the copper-, gold- silvér-bearing materials from the ore that we mine. Oilings management plan, which has been approvetid®overnmer
of Indonesia, uses the river system near our nurienhsport the tailings to the lowlands wheret#ikngs and natural sediments are deposited wnéralled area contained within an engineered lesys¢em that will be
revegetated.

Another major environmental challenge is managiveriourden, which is the rock that must be movedeasi the mining process in order to reach the loréhe presence of air, water and naturally odongrbacteria, some
overburden can cause acid rock drainage, or agidier containing dissolved metals which, if notgedy managed, can have a negative impact on thiecement.

Certain Indonesian governmental officials have fitéme to time raised issues with respect to ouings and overburden management plans, includisuggestion that we implement a pipeline systeneratian our river
deposition system for tailings disposal. Becausenuining operations are remotely located in steepmtainous terrain and in an active seismic ar@ipeline system would be costly, difficult to ctmgt and maintain, and
more prone to catastrophic failure, and could tfeeesinvolve significant potentially adverse envinental issues. Based on our own studies and atbeduicted by third parties, we do not believe &hpipeline system is
necessary or practical.

In March 2006, the Indonesian Ministry of Envirormhannounced the preliminary results of its PRORERgram for Pollution Control, Evaluation and Rg)i environmental management audit, acknowleddieg t
effectiveness of PT Freeport Indonesia’s envirortalenanagement practices in some areas while madngral suggestions for improvement in others.avéeworking with the Ministry of Environment to adds the issues
raised as it completes the audit process.

INTERNATIONAL RISKS
Our operations outside of the United States are sijct to political, social and geographic risks of ding business in foreign countries.

We are a global mining company with substantiab&sbcated outside of the United States. We caridternational mining operations in Indonesia, IE€lsind Peru. We also have a significant developmpenjéct in the DRC,
which is expected to begin production in 2009. Adangly, our business may be adversely affectegdiitical, economic and social uncertainties inteatthese countries, in addition to the usualsiaksociated with
conducting business in foreign countries. Suchsrisklude (1) forced modification of existing caats, (2) expropriation, (3) changes in a countigigs and policies, including those relating todatiaxation, royalties,
divestment, imports, exports, trade regulationsiency and environmental matters, (4) politicatahslity and civil strife, (5) exchange controlsida(6) the risk of having to submit to the jurigiba of a foreign court or
arbitration panel or having to enforce the judgnard foreign court or arbitration panel againsbaereign nation within its own territory. Our imance does not cover most losses caused by ttsise ri

Because our Grasberg mine in Papua, Indonesia remra our most significant operating asset, our busirss may continue to be adversely affected by Indoriaa political, economic and social uncertainties.

Indonesia has faced political, economic and sagiakrtainties, including separatist movements aibland religious strife in a number of provincés.particular, several separatist groups are apgdsdonesian rule over t
province of Papua, where our Grasberg mine is éatatnd have sought political independence foptbeince. In response, Indonesia enacted regiartahamy laws, which became effective January 11206e manner in
which the new laws are being implemented and tlgeedeof political and economic autonomy that theyyroring to individual provinces, including Papage uncertain and are ongoing issues in Indongsilitics. In Papua,
there have been sporadic attacks on civilians pgrsgists and sporadic but highly publicized catdlbetween separatists and the Indonesian mili&owial, economic and political instability in Rapcould materially and
adversely affect us if it results in damage to uperty or interruption of our activities.
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Maintaining a good working relationship with thelomesian government is important to us becausenming operations there are among Indonesia’s isigsificant business enterprises and are condymiesbiant to a
Contract of Work with the Indonesian governmenttiBly because of their significance to Indonesiatonomy, the environmentally sensitive area iiclwthey are located, and the number of people eyepl, our operatior
are occasionally the subject of criticism in thddnesian press and in political debates, and heea the target of protests and occasional violence.

Grasberg operated at reduced mining and millingsrdtiring a fouday period from April 18, 2007 to April 21, 2003 a result of peaceful protests by certain workegarding benefits. The protests ended on Apriv2h an
agreement on a framework for minimum wages fowitskers and Grasberg returned to normal operatibims.impacts to production were not significant.

We cannot predict whether additional incidents wdtur that could disrupt our Indonesian operationsvhether similar incidents may occur in otheumtries that could affect our other operationsdditional protests or
other disruptive incidents occur at any of ourlféies, they could adversely affect our business jarofitability in ways that we cannot predict histtime.

We do not expect to mine all of our Indonesian oreeserves before the initial term of our Contract ofWork in Indonesia expires.

All of our Indonesian proven and probable ore resgrincluding the Grasberg deposit, are locatdlack A. The initial term of our Contract of Wodovering these ore reserves expires at the en@2ff.2Ve can extend this
term for two successive 10-year periods, subjetitécapproval of the Indonesian government, whinthen our Contract of Work cannot be withheld oragield unreasonably. Our ore reserves reflect eggadtminerals that
can be recovered through the end of 2041 (i.eouthir the expiration of the two 10-year extensi@ms) our current mine plan has been developed, andperations are based on the assumption thatilveeeeive the two 10-
year extensions. As a result, we will not minecélthese ore reserves during the current term ofGamuntract of Work, and there can be no assurdratettie Indonesian government will approve theresites. Prior to the er
of 2021, we expect to mine approximately 37 peroériggregate proven and probable recoverabletde@ember 31, 2007, representing approximatelget8ent of PT Freeport Indonesia’s share of reahlercopper
reserves and approximately 57 percent of its sbiarecoverable gold reserves.

Our Contracts of Work in Indonesia are subject to ermination if we do not comply with our contractual obligations, and if a dispute arises, we may hate submit to the jurisdiction of a foreign court or arbitration
panel.

PT Freeport Indonesia’s Contract of Work and oentracts of Work in which we have an interest warered into under Indonesial 967 Foreign Capital Investment Law, which presiguarantees of remittance rights
protection against nationalization. Our Contradtg/ork can be terminated by the Government of Iredim if we do not satisfy our contractual obligagipwhich include the payment of royalties and $awethe government
and the satisfaction of certain mining, environragrgafety and health requirements.

At times, certain government officials and othersndonesia have questioned the validity of consrantered into by the Government of Indonesiargaday 1998 (i.e., during the Suharto regime,ahhiasted over

30 years), including PT Freeport Indonesia’s Cantod Work, which was signed in December 1991. \&enot assure you that the validity of, or our caerple with, the Contracts of Work will not be cleaiyed for political
or other reasons. PT Freeport Indonesia’s Contfadtork and our other Contracts of Work requiret tiigputes with the Indonesian government be subchtb international arbitration. Consequentlyg dispute arises under
the Contracts of Work, we face the risk of haviagubmit to the jurisdiction of a foreign courtarbitration panel, and if we prevail in such a disp we will face the additional risk of havingenforce the judgment of a
foreign court or arbitration panel against Indoaesithin its own territory.
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Indonesian government officials have periodicaltglertaken reviews regarding our compliance wittolresian environmental laws and regulations andetimes of the Contracts of Work. In 2006, the Goweent of
Indonesia created a joint team for “Periodic Evatraon Implementation of the PT-FI Contract of WGEOW)” to conduct an evaluation every five yedise team consists of five working groups, whosenimers are from
relevant ministries or agencies, covering produxtstate revenues, community development, envirotahéssues and security issues. We have conductedrous meetings with these groups. The joint teasnndicated th
it will issue a report. While we believe that wengaly with PT Freeport Indonesia’s Contract of Warlall material respects, we cannot assure youttgateport will support that conclusion. Sepasattéie Indonesian House
of Representatives created a working committeeTofiieeport Indonesia. Members of this group hase wisited our operations and held a number ofihgsiin Jakarta. We will continue to work with teegroups to respor
to their questions about our operations and ourptiamce with PT Freeport Indonesia’s Contract ofri/o

Any suspension of required activities under our Cotracts of Work requires the consent of the Indonesin government.

Our Contracts of Work permit us to suspend certaintractually required activities, including exgton, for a period of one year by making a writtequest to the Indonesian government. These resjaes subject to the
approval of the Indonesian government and are rebkaannually. If we do not request a suspensiar®denied a suspension, then we are requireshtinae our activities under the Contract of Worlpotentially be
declared in default. Moreover, if a suspension iooiets for more than one year for reasons otherfitvae majeure and the Indonesian government hieapmoved such continuation, then the governmentidvbe entitled to
declare a default under the Contract of Work.

We suspended our field exploration activities alesif Block A in recent years because of safetysauirity issues and regulatory uncertainty regatina possible conflict between our mining andlevgtion rights in certain
forest areas and an Indonesian Forestry law enacte@09 prohibiting open-pit mining in forest peegation areas. In 2001, we requested and recéivedthe Government of Indonesia, formal tempomargpensions of our
obligations under the Contracts of Work in all areatside of Block A. Recent Indonesian legislapenmits open-pit mining in PT Freeport IndonesBlsck B area, subject to certain requirementslovohg an assessment
of these requirements and a review of securityeissin 2007 we resumed exploration activities iiaie prospective Contract of Work areas outsidBlotk A.

Our Tenke Fungurume development project is locateth the DRC, and our business may be adversely affied] by political, economic and social instabilityn the DRC.

Our most significant development project, Tenkedtumme, is located in the DRC, a nation that sit@80 has undergone outbreaks of political violesbenges in national leadership and financialzriBhese factors
heighten the risk of abrupt changes in the natipoéty towards foreign investors, which in turrués result in unilateral modification of concessamr contracts, increased taxation, denial of pisron permit renewals or
expropriation of assets. Our ability to continugelepment is currently subject to an ongoing reviéall mining contracts by the Ministry of Mines the DRC (Ministry), the outcome of which cannetgredicted. We
received notification on February 20, 2008 thatNtieistry wishes to renegotiate several materiavjsions of our mining concessions. We believée the terms of the concessions are fair and tfegt trere negotiated
transparently and are legally binding. However,caenot predict whether the Government of the DRICrespect our contract rights. Other politicalpromic and social risks that are outside of outrod@and could adverse
affect our business include:

. political risks associated with the limited tenofehe newly elected government;

. cancellation or renegotiation of mining contracystiee government;

. royalty and tax increases or claims by governmesnigities, including retroactive claims;

. security risks due to the remote location and viokein the northeastern provinces of theDRC;
. risk of loss of property due to expropriation otioaalization of property; and

. risk of loss due to civil strife, acts of war, gria activities, insurrection and terrorism.
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Consequently, our Tenke Fungurume developmentgirojay be substantially affected by factors beyoudcontrol, any of which could adversely affect inancial position or results of operations.
Terrorist attacks throughout the world and the potential for additional future terrorist acts have created economic and political uncertainties that coul materially and adversely affect our business.

On August 31, 2002, three people were killed andthérs were wounded in an ambush by a group afemified assailants on the road near Tembagatheanining town where the majority of PT Freepaddnesia’s
personnel reside. The assailants shot at sevenallee transporting international contract teacliemn our school in Tembagapura, their family mernskand other contractors to PT Freeport Indondsia.U.S. FBI
investigated the incident, which resulted in th& Undictment of an alleged operational commandéneFree Papua Movement/National Freedom Forcéahuary 2006, Indonesian Police, accompaniedBbyagents,
arrested the alleged operational commander andhkt Bapuans. In November 2006, verdicts and seinggwere announced for seven of those accusdwiAnigust 2002 shooting, including a life sentefocehe confessed
leader of the attack.

On October 12, 2002, a bombing killed 202 peoplthénindonesian province of Bali, which is 1,500ewiwest of our mining and milling operations. Indsian authorities arrested 35 people in conneetitinthis bombing
and 29 of those arrested have been tried and dedviOn August 5, 2003, 12 people were killed aver A00 were injured by a car bomb detonated oetsf¢he JW Marriott Hotel in Jakarta, Indonesia. &eptember 9, 20C
11 people were killed and over 200 injured by almanb detonated in front of the Australian embassjakarta. On October 1, 2005, three suicide bosnkied 19 people and wounded over 100 in Batie Fame
international terrorist organizations are suspeatezhch of these incidents. In November 2005, hedéan Police raided a house in East Java thdtedsn the death of other accused terrorists linteethe bombings discussed
above. Our mining and milling operations were mb¢irupted by these incidents, but PT Freeportiied@’s corporate office in Jakarta had to reloéatseveral months following the bombing in fraitthe Australian
embassy. In addition to the Bali, JW Marriott Haaed Australian embassy bombings, there have betemerican demonstrations in certain sectionfndbnesia reportedly led by radical Islamic actwis

OTHER RISKS

The impact of purchase accounting in connection wlit our acquisition of Phelps Dodge in March 2007 wiiladversely affect our reported earnings.

Purchase accounting requires us to allocate tlve paid for the acquisition of Phelps Dodge toabgets acquired and liabilities assumed based thgarestimated fair values on the acquisition adtklarch 19, 2007. This
allocation resulted in significant increases in ¢herying values of certain acquired assets, innfydased on preliminary estimates, increasepprfaximately $2.8 billion in metal inventories astibckpiles and approximately
$16.1 billion in property, plant and equipment.h&lugh these increases in metal inventories andjsites and property, plant and equipment do notaichur cash flows, the increases in metal invézsand stockpiles had a
significant impact to our reported earnings in 2087 the increases in property, plant and equiptmah a significant impact on our reported earning&07, and will continue to have an impact guoréed earnings.

A decline in copper or molybdenum prices from thosed to estimate the fair values of the acquisseta could result in impairment to the carryinyesa of metal and stockpile inventories and propgtant and equipment.
These charges would reduce reported earnings, @uitivhave no effect on cash flows.

In addition, at December 31, 2007, the carryingigaf goodwill associated with the acquisition befps Dodge totaled $6.1 billion. Absent the ocence of events or circumstances in an interim getiat may indicate
impairment, we are required to evaluate goodwillifigpairment on an annual basis. If we
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conclude that the goodwill associated with thedeation is impaired, the amount of the impairmeatid be charged to our reported earnings, but wbaice no effect on cash flows.
We depend on our senior management team and otheei employees, and the loss of any of these emplayesuld adversely affect our business.
Our success depends in part on our ability tometahior management and other key employees. Cdinpdor qualified personnel can be very inteniseaddition, senior management and key employegsdepart because
of issues relating to the uncertainty or difficuitysociated with the successful integration obilmEiness and operations as formerly conducted bijpPIDodge, or a desire not to remain with us. Adicmly, no assurance can
be given that we will be able to retain senior ngimaent and key employees to the same extent thaawebeen able to do so in the past.
Our holding company structure may impact your ability to receive dividends.
We are a holding company with no material assétsrdhan the capital stock of our subsidiariesaAssult, our ability to repay our indebtedness ganddividends is dependent on the generationsif éaw by our
subsidiaries and their ability to make such castilable to us, by dividend, debt repayment or atlee. Our subsidiaries do not have any obligatomake funds available to us to repay our indel#sslor pay dividends. In
addition, our subsidiaries may not be able to,eopérmitted to, make distributions to enable uepay our indebtedness or pay dividends. Each o$wlsidiaries is a distinct legal entity and, unckrtain circumstances, legal
and contractual restrictions, as well as the firreondition and operating requirements of ourssdifaries, may limit our ability to obtain cashrnmur subsidiaries. Our rights to participate iy distribution of our
subsidiaries’ assets upon their liquidation, renization or insolvency would generally be subjecttte prior claims of the subsidiaries’ creditansuding any trade creditors and preferred shddshs.
Anti-takeover provisions in our charter documents ad Delaware law may make an acquisition of us moreifficult.
Anti-takeover provisions in our charter documemtd Belaware law may make an acquisition of us nddfficult. These provisions:
. authorize our board of directors to issue prefestedk without stockholder approval andto desigtiaerights, preferences and privileges of each
class; if issued, such preferredstock wouldeéase the number of outstanding shares of our tapitzk and could include terms that may deter an
acquisition of us;
. establish advanced notice requirements for nonunatio the board of directors or forproposals tizat be acted on at stockholder meetings; and
. limit who may call stockholder meetings.

In addition, because we are incorporated in Delaywae are governed by the provisions of Sectiondf@8e Delaware General Corporation Law, which rpegyhibit large stockholders from consummating ageewith, or
acquisition of, us.

These provisions may deter an acquisition of usritight otherwise be attractive to stockholders.

Item 1B. Unresolved Staff Comments.

Not applicable

Iltem 3. Legal Proceedings.

We are involved from time to time in various legabceedings of a character normally incident todigénary course of our business. We believe tb&mtial liability in such proceedings would not/eaa material adverse

effect on our financial condition or results of ogons. We maintain liability insurance
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to cover some, but not all, potential liabilitiesrmally incident to the ordinary course of our mesis as well as other insurance coverage custamauy business, with coverage limits that we deeodent.
Environmental Proceedings

Pinal Creek. The Pinal Creek site located near Miami, Arizonas listed under the Arizona Department of Envinental Qualitys (ADEQ) Water Quality Assurance Revolving Fundgpemn in 1989 for contamination in t
shallow alluvial aquifers within the Pinal Creelaiirage near Miami, Arizona. Since that time, envinental remediation has been performed by memif¢he &inal Creek Group (PCG), consisting of Ph&psge Miami,
Inc. (PDMI) (a wholly owned subsidiary of Phelpsdde) and two other companies. In 1998, the Dis@murt approved a Consent Decree between the PGbers and the state of Arizona resolving all mattefated to an
enforcement action contemplated by the state afoka against the PCG members with respect to greated. The Consent Decree committed the PCG menbbeamplete the remediation work outlined in then€ent
Decree. That work continues at this time pursuariié Consent Decree and consistent with statetahthe National Contingency Plan prepared by ti& Bnvironmental Protection Agency (EPA) under CER.

The PCG members have been pursuing contributiigration against three other parties involved witd site. PDMI dismissed its contribution claimsiagaone defendant when another PCG member agodssl tresponsible
for any share attributable to that defendant. Pkt the other PCG members settled their contributiaims against another defendant in April 2005ilév/the terms of the settlement are confidentfad, proceeds of the
settlement will be used to address remediatiohePinal Creek site. There are significant disagezes among the members of the PCG regarding liheatibn of the cost of remediation, and a trialteat issue is currently
scheduled to begin in late 2008. The overall cosh®clean up is expected to be significant.

Arizona Notice of Violation (NOV}- Sierrita operations In September and October 2006, ADEQ issued tw&S the Phelps Dodge Sierrita, Inc. (Sierritag@m@pions in southeastern Arizona. The two NOVsyaite
certain visibility and permit violations associateidh dust emissions from Sierrita’s tailing fatilduring high-wind events. No action has beerdfég this time, and Sierrita has responded to ©&8lby acknowledging that
dust likely did exceed a visibility standard, bengling the other allegations. Sierrita has implete@mesponse actions that ADEQ has accepted, anelrttared into discussions with ADEQ to seek tolwesthe NOVs.

EPA Notice re Violation of Consent Decre&ierrita operations In September 2006, EPA notified Sierrita of tlisgible assessment of stipulated penalties arising deviations from certain provisions of a Corideacree
dated June 21, 2004, by and among PDSI, the UBites and ADEQ), entitled United States and thie StaArizona v. Phelps Dodge Sierrita, IiNo. CIV 04-312 TUC FRZ. In November 2007, Sierptd stipulated
penalties of $140,500 to EPA and ADEQ as a conlitioa joint request to the federal court for teration of the Consent Decree.

New Mexico Environment Departme— Chino Mines. On October 24, 2007, Chino Mines Co. (Chino)fiest NMED that heavy rains during July, August éeptember led to a release of diluted leach soistihrough a
storm water outfall to an ephemeral stream on Chipmperty. Chino sent a follow up notice to NMBB November 7, 2007, which identified the intedorrective actions taken as a result of the digghaOn February 28,
2008, Chino received a proposed Administrative Cieanpe Order, which included a demand for civil akties in the amount of $276,600 for violation e§&l requirements in connection with Chino’s maneeyet of the
solutions. Chino is preparing a response to NMED.

Asbestos Claims

Since approximately 1990, Phelps Dodge and vathsr subsidiaries have been named as defendaatgige number of product liability or premisewdaits claiming injury from exposure to asbestostamed
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in electrical wire products produced or marketeahyngears ago, or from asbestos at certain Phelplg®properties. Based on information availablesttoudate, we believe our liability, if any, in ggematters will not have a
material adverse effect, either individually ot aggregate, upon our business, financial camgitiquidity, results of operations or cash flobhere can be no assurance, however, that futurglaewments will not alter this
conclusion.

Antitrust Claims

Columbian Chemical Company (Columbian), formerkuasidiary of Phelps Dodge, and several other caiepavere named as defendants in an action enfigetinical Industries, Inc. v. Cabot Corporatidmale, No. CIV
03-10191 WGY, filed on January 30, 2003, in the.UDBtrict Court in Boston, Massachusetts, and théioactions filed in four U.S. district courts, behalf of a purported class of all individualseatities who purchased
carbon black directly from the defendants sincaidan1999. All of these actions were consolidatetthe U.S. District Court for the District of Mas=husetts under the caption In re Carbon BlacktAusti Litigation. On
September 27, 2007, the court entered an ordepeipgra proposed settlement and dismissing witfugiee all claims against Columbian and other deéents in these actions.

Columbian and the other defendants entered inemgagement to settle the separate action entitlelis@aCompanies Incorporated, et al. v. Cabot Gmation, et al, which was filed against Columbian and other deéets or
behalf of a group of affiliated companies that opoet of the federal class action. All claims iattlaction were dismissed with prejudice on Octdler2007.

Columbian and the other defendants have also dedidee law claims filed on behalf of purportedsskes of indirect purchasers of carbon black inf@alia, Tennessee and Kansas and six other stgiessented by Kansas
counsel. Similar actions filed in New Jersey aradtN Carolina have been dismissed. Actions rerpairding in state courts in Florida and South Dakdtiareatened litigation in Massachusetts has eenbnitiated. We
retained responsibility for these claims in theeggnent pursuant to which we sold Columbian, anthawe paid an aggregate of $7 million to settledlaéms referenced above. Columbian and the otéfendiants are
attempting to negotiate a resolution of the renmjrtate lawsuits.

Water Rights

Water law in the Western U.S. is generally basetherdoctrine of prior appropriation (first in timferst in right) and permits the water right haldke right to use public waters for a statutodéfined beneficial use, at a
designated location. Our operations in the Wedtef require water for mining, ore processing eeldted support facilities. Continuous operatibthese mines is dependent on our ability to maintar water rights and
claims. The loss of water rights, in whole or artpcould have a significant adverse affect onmiming operations.

Arizona

Two water rights adjudications have been initidtethe State of Arizona in order to quantify anibyitize all surface water claims in two of the ®fa river systems that include four of our mines: &twi, Sierrita, Safford al
Miami and which may affect our Bagdad, Arizona miffdhese adjudications have proceeded for manysyead we cannot predict when they will be conallideit the loss of any water claims in these lpgateedings could
have a significant adverse affect on the operatidrisese mines.

In Re the General Adjudication of All Rights to Us&ater in the Little Colorado Water System and $esr Apache County, Superior Court, No. 6417, filedap about February 17, 1978. The principal psriie addition to
Phelps Dodge, include: the State of Arizona; thk Biver Project; the Arizona Public Service Comypathe Navajo Nation, the Hopi Indian Tribe; thenSluan Southern Paiute Tribe; and the United Saatéts own behalf,
on behalf of those Indian tribes, and on behathefWhite Mountain Apache Tribe.
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In Re The General Adjudication of All Rights to Usater in the Gila River System and Sources

Maricopa County, Superior Court, Cause Nos. W-1tYS&-2 (Verde), W-3 (Upper Gila), and W{San Pedro), filed on February 17, 1978. Thegipal parties, in addition to us, include: that8tof Arizona; the Gila Valle
Irrigation District; the San Carlos Irrigation abdainage District; the Salt River Project; the Sarlos Apache Tribe; the Gila River Indian Commymitnd the United States on behalf of those Tribests own behalf, and
behalf of the White Mountain Apache Tribe, the RdaDowell Mohave-Apache Indian Community, the SRilker Pima-Maricopa Indian Community, and the PaySommunity of Yavapai Apache Indians.

In 1998, we entered into a water rights settlenagnéement with the Gila River Indian Community (GRIwhich was later included in a comprehensivesweghts settlement under the Arizona Water Settiets Act of
2004. The GRIC settlement is subject to contingenthat must be met before the agreement is &ffgctive, and the comprehensive settlement has beallenged by other parties. If we are unabliesolve the
contingencies in the GRIC settlement and defeattting-party challenges, our water rights in théa@iver watershed could be diminished, and ouratmns at Morenci, Safford, Sierrita and Miami tbhe adversely
affected.

Prior to January 1, 1983, various Indian tribesdfisuits in U.S. District Court in Arizona claimisgperior rights to water being used by many otveter users, including us, and claiming damagesffior use in derogation
their allegedly superior rights. These federakpealings have been stayed pending the Arizona Bu@ourt adjudications.

United States v. Gila Valley Irrigation DistrictUnited States District Court, District of Arizanaas initiated in 1925 by the United States tdlesebnflicting claims to water rights in portionthe Gila River watershed. A
decree settling the claims of various parties wasred in 1935, after Phelps Dodge Morenci had lésmissed from the case, with the Court retaifimgdiction. In 1988, the Gila River Indian Comnity intervened,
challenging uses of water in the Gila River watedstwhich may impact approximately 3,000 acre-fdevater that we have the right to divert annuéiym Eagle Creek, Chase Creek or the San Fran&lsay for operation
of our Morenci mine, pursuant to decreed rights amégreement between us and the Gila Valley liaga@istrict. Our Morenci operations also purcdd$arm lands with water rights in 1997, 1998 a@@72that are subject
to this proceeding. Impairment of our water claimghe Gila River watershed could adversely affeetoperation of our Morenci and Safford mines.

Colorado

United States v. Northern Colorado Water Conseryaistrict, et.al., United States District Court, District of Cold@ Civil Nos. 2782, 5016 and 5017, was initiatgdh®e United States in 1948 to resolve water claims
involving the Bureau of Reclamation in Coloradog avas consolidated in 1955 with two state courtpealings involving these water claims which hachlreenoved to the United States District Court.néigal parties
include the United States on its own behalf; thetharn Colorado Conservancy District; the Color&ieer Water Conservancy District; and the City &@walinty of Denver. In 1955, the Court entered theeBRiver Decree,
which adjudicated the water rights for the BurehReclamation’s Green Mountain Reservoir and Desv@illon Reservoir, with the Court retaining jutlistion to implement the Decree. In April 2007y subsidiary,
Climax Molybdenum Company, filed a motion to intene in the Blue River Decree to resolve a dispbtaiathe proper administration of water rights Heydhe Climax Mine, Green Mountain Reservoir, &ilton
Reservoir. Administration of the priorities of thater rights for Green Mountain Reservoir andd@ilReservoir as senior to the priorities of theawaights for the Climax Mine could significantljfect the Climax Mine’s
right to reliably divert water needed for mine aé@ns. Climax’s motion to intervene asks the Comidetermine that the priorities for the Climaxef's water rights be administered as senior te¢huf Green Mountain
Reservoir and Dillon Reservoir.
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Item 4. Submission of Matters to a Vote of SecuijtHolders.
Not applicable

Executive Officers of the Registrant.
Certain information as of February 15, 2008, atmutexecutive officers, including their positionaffice with FCX, PT Freeport Indonesia and Atlarfiopper, is set forth in the following table amd¢@mnpanying text:

Name Age Position or Office

James R. Moffet 69 Chairman of the Board of FCX. President Commisait
of PT Freeport Indonesi

Richard C. Adkerso 61 Director, President and Chief Executive Officef~@X.
Director and Executive Vice President of PT Freeputonesia. Chairman of the Board of Directorg\déntic Copper

Michael J. Arnolc 55 Executive Vice President and Chief Administrat
Officer of FCX.

Kathleen L. Quirk 44 Executive Vice President, Chief Financial Officed:
Treasurer of FCX. Commissioner of PT Freeport It Director of Atlantic Coppe

James R. Moffehas served as Chairman of the Board of FCX sin&.18r. Moffett previously served as the Chief Extive Officer of FCX from July 1995 until Decemi2903. He is also President Commissioner of PT
Freeport Indonesia and Co-Chairman of the Boata¥oRan Exploration Co. (McMoRan).

Richard C. Adkersohas served as FCX's President since January 1, 20®&om April 1997 to March 2007, Chief ExecutiDéicer since December 2003 and a director sinceler 2006. Mr. Adkerson previously served
as FCX'’s Chief Financial Officer from October 20@0December 2003. Mr. Adkerson is also a direatat Executive Vice President of PT Freeport Indiapeéshairman of the Board of Directors of AtlanBopper, and Co-
Chairman of the Board of McMoRan. From Novembed8l® February 2004, he also served as Presidenthief Executive Officer of McMoRan.

Michael J. Arnolchas served as th&€hief Administrative Officer of FCX since Decemi#803 and as Executive Vice President of FCX sineedi 2007. He also served as a director and Eixecdice President of PT
Freeport Indonesia from May 1998 to March 2007.

Kathleen L. Quirthas served as FCX's Executive Vice President ditaech 2007, Chief Financial Officer since Decem®@03 and Treasurer since February 2000. Ms. Quiekiously served as FCX'’s Senior Vice
President from December 2003 to March 2007, as Fiesident from February 1999 to December 2003aanikssistant Treasurer from November 1997 to Feprl@99. Ms. Quirk has also served as a CommissiohPT
Freeport Indonesia since April 2000, as the Seviice President and Treasurer of McMoRan since Af#02 and as Vice President and Treasurer of McMdRean January 2000 to April 2002.

PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Rity Securities.

63




Table of Contents

Unregistered Sales of Equity Securities

None.

Common Stock

Our common shares trade on the New York Stock EnxgbdNYSE) under the symbol “FCX.” The FCX shane@is reported daily in the financial press untfeviCG” in most listings of NYSE securities. Effae March
19, 2007, our certificate of incorporation was ademhto rename our Class B common stock to CommaeckSNY SE composite tape common share price radgesg 2007 and 2006 follow:

First Quarte
Second Quarte
Third Quarter
Fourth Quarte

As of February 15, 2008, there were approximat8la0 holders of record of our common stock.

Common Stock Dividends

2007

High

Low

48.8¢
65.62
67.07
85.71

2006

High

Low

65.0C
72.2(
62.2¢
63.7C

47.11
43.1C
47.5¢
47.6(

In February 2003, the Board of Directors authoritteglinitiation of an annual cash dividend on cemeon stock of $0.36 per share payable quartenly aathorized increases in the annual cash divide@ttober 2003 to

$0.80 per share, in October 2004 to $1.00 per siradén November 2005 to $1.25 per share. In Déeer2007, the Board of Directors authorized andase in our annual common stock dividend to $1efSpare.

Additionally, since December 2004, we have paidesypplemental dividends.

Below is a summary of common stock cash divideretdadted and paid during 2007 and 2006:

First Quarte!
Second Quarte
Third Quarter
Fourth Quarte

First Quarte!

Supplemental dividen

Second Quarte

Supplemental dividen

Third Quartel

Supplemental dividen

Fourth Quarte

Supplemental dividen

2007
Per Share
Amount Record Dat¢ Payment Dat
0.312¢ Jan. 16, 20C Feb. 1, 200
0.312¢ Apr. 16, 200° May 1, 200°
0.312¢ July 16, 200 Aug. 1, 200
0.312¢ Oct. 15, 200 Nov. 1, 200°
2006
Per Shart
Amount Record Datt Payment Datt
0.312¢ Jan. 17, 20C Feb. 1, 200
0.5C Mar. 15, 2000 Mar. 31, 2000
0.312¢ Apr. 17, 2001 May 1, 200(
0.7t June 15, 20C June 30, 20C
0.312¢ July 17, 200 Aug. 1, 200!
0.7% Sept. 14, 20C Sept. 29, 20C
0.312¢ Oct. 16, 200 Nov. 1, 200!
1.5C Dec. 14, 200 Dec. 29, 200

The declaration and payment of dividends is adikeretion of our Board and will depend on our fio@l results, cash requirements, future prospeudsother factors deemed relevant by the Boardadttition, payment of
dividends on our common stock and purchases of camstock are subject to limitations under o496 Senior Notes and $6 billion in senior notes usefihance the acquisition of Phelps Dodge andegirtain circumstance

our senior credit facility.
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Issuer Purchases of Equity Securities

In December 2007, our Board of Directors approveea open market share purchase program for up toifion shares, which replaced our previous 2@iom share program. A total of eight million skarwere purchased
under the previous program. The program does nat ha expiration date. No shares were purchasedgdiine three-month period ended December 31, 2@@er this program.

We also purchase shares in connection with oukstmentive plans and our non-qualified supplemiesaaings plan. The following table sets forth imfmtion with respect to shares of common stock@X purchased by us
during the three months ended December 31, 2007:

(d) Maximum Numbe

(c) Total Number o (or Approximate
(a) Total Shares (or Units Dollar Value) of Share
Number of (b) Average Purchased as Part (or Units) That May
Shares (or Units Price Paid Pe Publicly Announcec Yet Be Purchased Und
Period Purchased Share (or Unit Plans or Programr the Plans or Progran
October -31, 2007 1,74¢ $ 115.7¢ - -
November -30, 2007 2,13t $ 110.6: - -
December -31, 2007 9 3 102.5¢ - |
Total 397t ¢ 112.6¢ - 20,000,00

a. This category includes shares repurchased unde’s applicable stock incentive plans (Plans) andat-qualified supplemental savings plan (SSP). ThrahghPlans, FCX repurchases shares to satisfy tiigatibns
on restricted stock awards and to cover the cosptibn exercises, and in the SSP repurchasesssaame result of FCX dividends pa
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Item 6. Selected Financial Data.
FREEPORT-McMoRan COPPER & GOLD INC.
SELECTED FINANCIAL AND OPERATING DATA

Years Ended December &

20072 2006 2005 2004 2003

FCX CONSOLIDATED FINANCIAL DATA (In Millions, Except Per Share Amoun:
Revenue: $ 16,93&h $ 5,791 $ 4,17¢ $ 2,37 $ 2,21z
Operating incom 6,5567° 2,86¢ 2,171 704 823
Income from continuing operations (applicable tonowon

stock) before cumulative effect of accounting ches 2,734 1,39¢ 93t 157 17C
Income from discontinued operations, net of te 35 - - - -
Cumulative effect of accounting changes, - - - - (16) n
Net income applicable to common stc 2,76¢°f 1,39¢>"9 936> 157%f 154
Basic net income per share of common st

Continuing operation $ 8.0z $ 7.32 $ 5.1¢ $ 0.8€ $ 0.9¢

Discontinued operatior 0.1C - - - -

Basic net income per share of common s $ 8.1z $ 73z $ 51t $ 0.8¢ $ 0.9¢
Diluted net income per share of common st

Continuing operation $ 7.41 $ 6.6 $ 4.67 $ 0.8t $ 0.97

Discontinued operatior 0.0¢ - - - -

Diluted net income per share of common st $ 7.50cef $ 6.6%f0 $ 467 $ 0.8tdefl  § 0.97¢h
Basic average shares outstanc 341 191 18C 182 15€
Diluted average shares outstand 397 221 22C 18¢ 15¢
Dividends declared per common sh $ 1.37¢ $ 5.062¢ $ 2.5C $ 1.1C $ 0.27
At December 31
Cash and cash equivalel $ 1,62¢€ $ 907 $ 764 $ 552 $ 49¢
Property, plant, equipment and development cost: 25,71¢ 3,09¢ 3,08¢ 3,19¢ 3,262
Goodwill 6,10% - - - -
Total asset 40,66: 5,39¢° 5,55( 5,081 4,71¢
Long-term debt, including current portion and s-term

borrowings 7,211 68C 1,25¢ 1,952 2,22¢
Total stockholder equity 18,23« 2,448 1,84: 1,164 77€

The selected consolidated financial data shown abswderived from our audited consolidated finahstatements. These historical results are not sg@ely indicative of results that you can expectany future period. You
should read this data in conjunction with Managet’s Discussion and Analysis of Financial ConditiomdeResults of Operations and our full consoliddiedncial statements and notes thereto containetiimannual
report.

a. Includes the results of Phelps Dodge Corporatidrelps Dodge) beginning March 20, 20

o

. Includes charges to revenues for mark-to-marketw@auting adjustments on the 2007 copper price ptiofeprogram assumed in the acquisition of Phelpdde totaling $175 million ($106 million to net ome or $0.27
per share)

(24

Includes purchase accounting impacts of $1.3 bil{§793 million to net income or $2.00 per shastated to the acquisition of Phelps Dod

o

. Includes a $95 million ($49 million to net income$.26 per share) gain on insurance settlemeateetko the fourt-quarter 2003 slippage and debris flow events aGitesberg open pit and a $12 million ($12 millior
net income or $0.06 per share) charge relatedlem#¢ Coppe’'s workforce reduction plai

@

. Includes net losses on early extinguishment of tthting $132 million ($0.33 per share) in 20030$nillion ($0.14 per share) in 2006, $40 milli#0(18 per share) in 2005, $7 million ($0.04 pershia 2004 and $32
million ($0.20 per share) in 200

—

. Includes gains of $52 million ($0.13 per share2@07 related to sales of marketable securities,$8®n ($0.13 per share) in 2006 related to tigpdsition of land and certain royalty rights atahtic Copper, $5 million
($0.02 per share) in 2005 and $20 million ($0.1dgbere) in 2004 from the sale of land in Arizorédtby an FCX joint venture, and an additional $ilfiom ($0.04 per share) in 2004 from Atlantic Capjs sale of its wire
rod and wire asset

. Effective January 1, 2006, we adopted EmergingelsSlask Force Issue No. 04-6, “Accounting for $irg Costs Incurred during Production in the Minindustry” (EITF 04-6), and recorded our deferreiding costs
asset ($285 million) as of December 31, 2005, h&dxes, minority interest share and inventory &fg$136 million), as a cumulative effect adjustit® reduce beginning retained earnings. As dtre$adopting EITF
04-6, income from continuing operations before medaxes and minority interests was $35 milliondoand net income was $19 million ($0.08 per shiaregr than if we had not adopted EITF 04-6. Effeetlanuary 1,
2006, we also adopted Statement of Financial Actiegrstandards (SFAS) No. 123 (revised 2004), “BtBased Payment” (SFAS No. 123R). As a result optidg SFAS No. 123R, income from continuing opierat
before income taxes and minority interests wasri2igon lower and net income was $16 million ($008r share) lower than if we had not adopted SFASI23R. Results for prior years have not beerates!

(=]

=

Effective January 1, 2003, we adopted SFAS No. 14&ounting for Asset Retirement Obligations,” artorded a $9 million ($0.06 per share) cumulagiffect gain. Effective July 1, 2003, we adopted\SMo. 150,
“Accounting for Certain Financial Instruments withaBacteristics of both Liabilities and Equ” and recorded a $25 million ($0.16 per share) cutivel@ffect charge
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FREEPORT-McMoRan COPPER & GOLD INC.
SELECTED FINANCIAL AND OPERATING DATA (Continued)

Years Ended December &

2007 2006% 2005% 2004% 2003%
FCX PRO FORMA CONSOLIDATED OPERATING DATA, Net of J oint Venture Interests
Copper (recoverable
Production (millions of pound: 3,88¢ 3,63¢ 3,912 3,51¢ 3,74¢
Production (thousands of metric toi 1,762 1,651 1,774 1,59¢ 1,701
Sales (millions of pound: 3,86: 3,63( 3,93 3,53( 3,77¢
Sales (thousands of metric toi 1,75Z 1,647 1,78¢ 1,601 1,712
Average realized price per pound, excluding hed $ 3.2¢ $ 3.0€ $ 1.7¢ $ 1.3 0.8z
Average realized price per pound, including hedt $ 3.2 $ 2.7¢° $ 1.67 $ 1.3¢ 0.82
Gold (recoverable
Production (thousands of ounc: 2,32¢ 1,862 2,92t 1,591 2,59:
Sales (thousands of ounci 2,32( 1,86€ 2,92¢ 1,57 2,604
Average realized price per our $ 681.8( $ 566.12° $ 453.8( $ 410.8¢ 364.4(
Molybdenum (recoverable
Production (millions of pound: 70 68 62 57 52
Sales (millions of pound: 69 69 60 63 54
Average realized price per pou $ 25.81 $ 21.81 $ 25.8¢ $ 12.71 5.7¢
CONSOLIDATED NORTH AMERICAN MINING OPERATING DATA, Net of Joint Venture Interest (Pro Forma)
Copper (recoverable
Production (millions of pound: 1,32( 1,30¢ 1,36t 1,384 1,29¢
Production (thousands of metric toi 59¢ 592 61¢ 62¢€ 58¢
Sales (millions of pound: 1,332 1,308 1,38% 1,39¢ 1,31¢€
Sales (thousands of metric toi 604 591 627 632 597
Average realized price per pound, excluding hed $ 3.2¢€ $ 3.02 $ 1.67 $ 1.2¢ 0.8z
Average realized price per pound, including hedt $ 3.12° $ 2.2€° $ 1.4¢° $ 1.2¢ 0.82
Molybdenum (recoverable
Production (millions of pound: 69 68 62 57 52
Sales (millions of pound: 69 69 60 63 54
Average realized price per pou $ 25.81 $ 21.81 $ 25.8¢ $ 12.71 5.7¢
CONSOLIDATED SOUTH AMERICAN MINING OPERATING DATA ( Pro Forma)
Copper (recoverable
Production (millions of pound: 1,413 1,13¢ 1,091 1,137 1,161
Production (thousands of metric toi 641 514 49t 51€ 527
Sales (millions of pound: 1,39¢ 1,12¢ 1,09: 1,14¢ 1,16
Sales (thousands of metric toi 63E 511 49€ 51¢ 527
Average realized price per pound, excluding hed $ 3.2 $ 3.02 $ 1.7¢ $ 1.3 0.8¢
Average realized price per pound, including heds $ 3.2¢ $ 3.0¢8 $ 1.62 $ 1.3¢ 0.8¢
Gold (recoverable
Production (thousands of ounc: 11€ 112 117 122 127
Sales (thousands of ounci 114 111 117 122 127
Average realized price per our $ 700.8: $ 551.7( $ 425.3% $ 409.1¢ 349.1:
Molybdenum (recoverable
Production (millions of pound: 1 - - - -
CONSOLIDATED INDONESIAN MINING OPERATING DATA, Net of Rio Tinto's Joint Venture Interest
Copper (recoverable
Production (millions of pound: 1,151 1,201 1,45¢ 997 1,292
Production (thousands of metric toi 52z 54& 66C 452 58€
Sales (millions of pound: 1,131 1,201 1,457 992 1,29¢
Sales (thousands of metric toi 51z 54& 661 45C 58¢
Average realized price per pou $ 3.32 $ 3.1z $ 1.8¢ $ 1.37 0.8z
Gold (recoverable
Production (thousands of ounc: 2,19¢ 1,732 2,78¢ 1,45¢€ 2,46
Sales (thousands of ounci 2,18¢ 1,73¢ 2,79C 1,44: 2,47C
Average realized price per our $ 680.7¢ $ 566.52 $ 456.27 $ 412.32 366.6(

a. Includes Phelps Dod's pre-acquisition results for comparative purposes ¢
b. Includes the impact of hedging losses related ppepprice protection progran

c. Amount was approximately $606 per ounce beforesa tesulting from the redemption of F's Golc-Denominated Preferred Stock, Series
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FREEPORT-McMoRan COPPER & GOLD INC.
SELECTED FINANCIAL AND OPERATING DATA (Continued)

Years Ended December &

2007° 2006% 2005% 2004% 2003%
100% NORTH AMERICAN MINING OPERATING DATA, Includin g Joint Venture Interest
Solution extraction/electrowinning (SX/EW) operaii
Leach ore placed in stockpiles (metric tons pel): 798,20( 801,20( 778,50( 742,80( 624,10(
Average copper ore grade (perce 0.2 0.3C 0.2€ 0.27 0.31
Copper production (millions of recoverable pour 94C 1,01 1,06€ 1,13¢ 1,13¢
Mill operations
Ore milled (metric tons per da 223,80( 199,30( 194,80( 166,40( 131,10(
Average ore grade (percer
Copper 0.3t 0.32 0.32 0.3€ 0.3¢€
Molybdenum 0.0z 0.0z 0.02 0.02 0.04
Production (millions of recoverable pounc
Copper 501 414 41¢ 37t 311
Molybdenum (b-product) 30 31 30 30 30
Molybdenum operations (Hendersc
Ore milled (metric tons per da 24,00( 22,20( 20,30( 16,80( 12,60(
Average molybdenum ore grade (perce 0.2z 0.23 0.2z 0.23 0.2t
Molybdenum production (millions of recoverable pdsy 39 37 32 27 22
100% SOUTH AMERICAN MINING OPERATING DATA
SX/EW operation:
Leach ore placed in stockpiles (metric tons pe): 289,10( 257,40( 264,60( 233,60( 252,60(
Average copper ore grade (perce 0.4% 0.4% 0.4€ 0.51 0.51
Copper production (millions of recoverable pour 56¢ 69t 67C 67€ 692
Mill operations
Ore milled (metric tons per da 167,90( 68,50( 68,70( 69,70( 65,60(
Average copper ore grade (perce 0.74 0.87 0.84 0.91 0.97
Production (millions of recoverable pount
Copper 844 43¢ 421 462 46¢
Molybdenum 1 - - - -
100% INDONESIAN MINING OPERATING DATA, Including Ri o Tinto's Joint Venture Interest
Ore milled (metric tons per da 212,60( 229,40( 216,20( 185,10( 203,00(
Average ore grad
Copper (percen 0.82 0.8t 1.18 0.87 1.0¢
Gold (grams per metric toi 1.24 0.8t 1.6 0.8¢ 1.54
Recovery rates (percer
Copper 90.t 86.1 89.2 88.€ 89.C
Gold 86.2 80.¢ 83.1 81.€ 87.2
Production (recoverable
Copper (millions of pounds 1,211 1,30C 1,68¢ 1,09¢ 1,52¢
Gold (thousands of ounce 2,60¢ 1,82« 3,44( 1,537 3,16¢

a. Includes Phelps Dod's pre-acquisition results for comparative purposes ¢
Our ratio of earnings to fixed charges was as ¥adlfor the years presented:

Years Ended December &

2007 2006 2005 2004 2003

Ratio of earnings to fixed charg 9.9x 33.1x 15.9x 4.9x 4.0x
Ratio of earnings to fixed charg

and preferred stock dividen 6.6x 14.3x 8.2x 2.9x 3.0x

For the ratio of earnings to fixed charges caléoigtearnings consist of pre-tax income from cauitig operations before minority interests in coiaibd subsidiaries, income or loss from equityestees and fixed
charges. Fixed charges include interest and thrdiop of rent deemed representative of inter€str the ratio of earnings to fixed charges andeprefl stock dividends calculation, we assumeddhapreferred stock divider
requirements were equal to the pre-tax earningsatbald be required to cover those dividend requiets. We computed those pre-tax earnings usingldax rates for each year.

68




Table of Contents

Items 7. and 7A. Management's Discussion and Analis of Financial Condition and Results of Operatins and Quantitative and Qualitative Disclosures Abot Market Risk.

FREEPORT-McMoRan COPPER & GOLD INC.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

OVERVIEW

In Managemer's Discussion and Analysis of Financial ConditiomdeResults of Operations, “we,” “us” and “our” refeto FreeportMcMoRan Copper & Gold Inc. (FCX) and its consolethsubsidiaries, including, except
otherwise stated, Phelps Dodge Corporation (Ph&pdge) and its subsidiaries, which we acquired ardit 19, 2007. The results of operations reported summarized below are not necessarily indicativieiture
operating results. In particular, the financial tdts for 2007 include the operations of Phelps Doétgm March 20, 2007, through December 31, 20@€abse of the accounting treatment for the acdaisiReferences to
“Notes” refer to the “Notes to Consolidated FinaatiStatements.” Throughout Management's DiscusaimhAnalysis of Financial Condition and Result©pierations all dollar amounts included in tablegan millions
(except per share amounts) and all references toiegs or losses per share are on a diluted basiess otherwise noted.

Through our wholly owned subsidiary, Phelps Dodge our majority-owned subsidiary, PT Freeport hrelia, we are one of the world’s largest coppdd god molybdenum mining companies in terms of meseand
production. The Grasberg minerals district contdieslargest single recoverable copper reservatentargest single gold reserve of any mine invtbeld based on the latest available reserve dateiged by third-party
industry consultants.

On March 19, 2007, we acquired Phelps Dodge, @ fnlegrated producer of copper and molybdenumh wiines in North and South America and processapgbilities for other by-product minerals, suclyakl, silver and
rhenium, and several development projects, inclydianke Fungurume in the Democratic Republic of g@ofDRC).

In North America, we have six operating copper rairéMorenci, Bagdad, Sierrita and Safford in Ariaand Chino and Tyrone in New Mexico, as well as operating molybdenum mine — Henderson in Colarado
addition, we have announced plans to restart treerVicopper mine in Arizona, and the Climax molyba®mine in Colorado. All of these mining operati@me wholly owned, except for Morenci. We record 8% percent
interest in Morenci, an unincorporated joint vertursing the proportionate consolidation methoa Morth American mining operations are operateahiintegrated fashion and have long-lived resewigsadditional
development potential.

In South America, we have four operating copperesin Cerro Verde in Peru, and Candelaria, OjoSdkdo and El Abra in Chile. We own a 53.56 peragetest in Cerro Verde, an 80 percent interesiith Candelaria
and Ojos del Salado and a 51 percent interest &bEd. We consolidate the results of these operatand report the minority interests.

We own 90.64 percent of PT Freeport Indonesiautioly 9.36 percent owned through our wholly ownelosgdiary, PT Indocopper Investama. The Governroéhtdonesia owns the remaining 9.36 percent ofReport
Indonesia. PT Freeport Indonesia operates undagaaement, called a Contract of Work, with the Gomeent of Indonesia. The Contract of Work allowgaisonduct exploration, mining and production dtiés in a 24,700-
acre area called Block A located in Papua, Indenésnder the Contract of Work, PT Freeport Indome$so conducts exploration activities (which hagrbsuspended, but resumed in 2007) in an apprexid®,000-acre
area called Block B in Papua. All of PT Freepoddnesia’s proven and probable mineral reservesamént mining operations are located in Block A.

We also operate Atlantic Copper S.A. (Atlantic Ceppa wholly owned subsidiary, located in SpaitiaAtic Copper’s operations involve the smelting aefining of copper concentrates and the markesfingfined copper
and precious metals in slimes. Additionally, PTefrert Indonesia owns a 25 percent interest in P&l#1g, an Indonesian company, which operates p@opmelter and refinery in Gresik, Indonesia.

Phelps Dodge also had an international manufaguivision, Phelps Dodge International Corpora{i®®IC), which manufactured engineered wire ande@bbducts principally for the global energy sec@n October 31,

2007, FCX completed the sale of PDIC. As a resiuihe sale, the operating results of PDIC have reeroved from continuing operations and reportedissontinued operations in the consolidated statgsof income for
the year ended December 31, 2007. Refer to Note #ifther discussion of discontinued operations.
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ACQUISITION OF PHELPS DODGE

Phelps Dodge became our wholly owned subsidiaylarch 19, 2007. In the acquisition, each sharehafi#s Dodge common stock was exchanged for 0.@&7sbhre of FCX common stock and $88.00 in casta result, we
issued 136.9 million shares and paid $18.0 biliironash to Phelps Dodge shareholders for totalideretion of approximately $26 billion. The estimdtfair value of assets acquired and liabilitiesuased and the results of
Phelps Dodge’s operations are included in our dateted financial statements beginning March 2@720

At December 31, 2007, the carrying value of gooljwihich is associated with our acquisition of RiseDodge, totaled $6.1 billion. Goodwill represethis excess of the purchase price over the fairevaf net tangible and
identified intangible assets and is attributabledtential strategic and financial benefits th@t expected to be realized. Refer to Note 2 fohrrtiscussion of these potential benefits.

Accounting for the Acquisition of Phelps Dodgdée acquisition of Phelps Dodge is being accoufdednder the purchase method as required by Seateai Financial Accounting Standards (SFAS) NdL,IBusiness
Combinations,” with FCX as the accounting acquiRefer to Note 2 for a summary of the approxima@ Billion purchase price, which was funded throagtombination of common shares issued, borrowimgler an $11.5
billion senior credit facility, proceeds from th&exing of $6.0 billion of senior notes and avalkbash resources (including cash acquired fronipBHodge).

In accordance with the purchase method of accogintire purchase price paid was determined at tteeafdhe public announcement of the transactiahteas been allocated to the assets acquired dilitibs assumed based
upon their estimated fair values on the acquisidate of March 19, 2007. Adjustments to the estuhdair values, which were initially recorded basedpreliminary estimates, may occur until suchuealare finalized in first-
quarter 2008. In valuing acquired assets and ag$liat®lities, fair values were based on, but weoe limited to: quoted market prices, where avdéabur intent with respect to whether the assatstpased were to be held,
sold or abandoned; expected future cash flowspatineplacement cost for similar capacity for darfixed assets; market rate assumptions for conted obligations; and appropriate discount ratesgrowth rates. The
excess of the purchase price over the estimatesddhie of the net assets acquired has been ratasigoodwill. At the acquisition date, price potiens used to value the assets acquired rangedrfear-term prices of $2.98
per pound of copper and $26.20 per pound of molybdeto long-term average prices of $1.20 per pafrebpper and $8.00 per pound of molybdenum.

The following table summarizes the impacts of pasghaccounting fair value adjustments in 2007 hegtojected 2008 impacts on production and delieests and depreciation, depletion and amortinagipense
associated with the increases in the carrying wadié>helps Dodge’s metal inventories (including and leach stockpiles) and property, plant andigment, and also includes the impact associatéu twe amortization of
intangible assets and liabilities resulting frore titquisition. These net charges do not affect tasls and are subject to change as FCX finalibespurchase price allocation in first-quarter 2Q@8er to Note 2 for a
summary of the preliminary purchase price alloggtié\dditionally, inventories (including mill an@&ch stockpiles) are subject to lower of cost orketzassessments, and declines in metals pricéd gesult in future
impairment charges.

(Projected;
2007 2008
Production and delivery cos $ 737 % 60
Depreciation, depletion and amortizat 595 940
Amortization of intangibles and oth (76) 75
Reduction of operating incon $ 125 3 1,07¢
Reduction of income from continuing operatic $ 785 % 670

a.The estimated reduction in operating income for&80expected to decline, compared with 2007, prisneecause of a decreased impact on productidndafivery costs from inventory valuations as thestrsignificant
increases in inventory values were realized in 2@@rtly offset by increases in (i) depreciatioapktion and amortization reflecting a full yeapiact for 2008 and higher values for acquired priyp@tant and equipment
resulting from revised valuations completed in fbequarter 2007 and (ii) amortization of net intdogs assets in 2008, compared with the amortimadfanet intangible liabilities in 2007, which incled the amortization of
unfavorable sales contracts (refer to Note
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COPPER, GOLD AND MOLYBDENUM MARKETS

The graphs below are intended to illustrate theenmants in metals prices during the periods predelerld metal prices for copper have fluctuateghiicantly from 1992 through January 2008, wite trondon Metal
Exchange (LME) spot copper price varying from a lwisapproximately $0.60 per pound in 2001 to a ligapproximately $4.00 per pound in May 2006. Wabld prices have also fluctuated widely from 189®ugh
January 2008 from a low of approximately $250 perae in 1999 to a high of over $920 per ounceaetid of January 2008. During the period from 19®8ugh January 2008/etals WeelMolybdenum Dealer Oxide
prices have ranged from a low of $2.00 per pourd®8 to a high of $40.00 per pound in June 20@pp@r, gold and molybdenum prices are affectedusgarous factors beyond our control as describetiduin our “Risk
Factors” contained in Part |, Item 1A of our ForGK for the year ended December 31, 2007.

Historical LME Spot Copper Price
Through January 31, 2008
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* Excludes Shanghai stocks, producer, consumen@rdhant stocks.

The graph above presents LME spot copper pricesegratted stocks of copper at the LME and New Y@ommodity Exchange (COMEX) through January 31, 2608m 2003 through 2005, global demand exceeded
supply, evidenced by the decline in exchange warshiventories. LME and COMEX inventories havemifrom the 2005 lows, but combined stocks of apprately 211,000 metric tons at December 31, 20@main at
historically low levels, representing approximatiyr days of global consumption. Disruptions a&sted with strikes, unrest and other operatiormlés resulted in low levels of inventory through2@®6 and 2007. In 2007,
copper prices remained strong, but volatile, withE_copper prices ranging from $2.37 per pound t@%®er pound during the year, and averaging $8e2%ound. Future copper prices may continue teoliggile and are
expected to be influenced by demand from Chinapeec activity in the United States (U.S.) and otinelustrialized countries, the timing of the dephent of new supplies of copper, production leeélsiines and copper
smelters and the level of direct participation twestors. We consider the current underlying supply demand conditions in the global copper martkele positive for our company and continue tesparopportunities to
expand production. The LME spot price closed af $per pound on February 22, 2008.
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Gold prices averaged approximately $696 per oum@907, with prices ranging from approximately $@@8 ounce to a high of approximately $842 per eu@n February 22, 2008, London gold prices claged
approximately $945 per ounce. Gold prices contirtodnk supported by increased investment demangbidr ongoing geopolitical tensions, a weak U @lad, inflationary pressures and reduced mine supp
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Metals Week Molybdenum Dealer Oxide Prices
Through January 31, 2008
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Molybdenum markets have been strong in recent y@sademand has exceeded available supplies. D2@idig, the molybdenum market was generally balamdtdprices ranging from $24.30 per pound to $3486pound
and averaging $30.23 per pound. Thetals WeelMolybdenum Dealer Oxide price closed at $33.25gmemd on February 18, 2008.

CRITICAL ACCOUNTING ESTIMATES

Management'’s Discussion and Analysis of Financ@idition and Results of Operations is based orconsolidated financial statements, which have fpeepared in conformity with generally accepted actimg principles
(GAAP) in the U.S. The preparation of these stat@mezquires that we make estimates and assumjptianaffect the reported amounts of assets, ii@#s) revenues and expenses. We base these estiorahistorical
experience and on assumptions that we considesmebke under the circumstances; however, repoemats could differ from those based on the curestimates under different assumptions or conditidhe areas requiril
the use of management'’s estimates are discusgbéifim Note 1 under the subheading “Use of Es&matManagement has reviewed the following disarssi its development and selection of critical@etting estimates
with the Audit Committee of our Board of Directors.

Mineral Reserves and Depreciation, Depletion andAimation. As discussed in Note 1, we depreciate our life-afermining and milling assets and values assigogntdven and probable reserves using the unit-of-
production method based on our estimated recovemblen and probable copper reserves (for ourerapines) and estimated recoverable proven andaptelmolybdenum reserves (for our molybdenum min&e) have
other assets that we depreciate on a straighblises over their estimated useful lives. Our esesaf recoverable proven and probable copper aigatienum reserves and the useful lives of ouigdttdine assets impact
our depreciation, depletion and amortization expefifiese estimates affect the results of operatibosr operating segments.

Accounting for depreciation, depletion and amoti@arepresents a critical accounting estimate bseahe determination of reserves involves unceitasi with respect to the ultimate geology of @serves and the

assumptions used in determining the economic faiggibf mining those reserves, including estimategpper, gold and molybdenum prices and costs mdecting future mining activities. Additionally, ahges in estimated
recoverable proven and probable reserves and usefat lives can have a material impact on neniiecVe perform annual assessments of our exissisets, including a review of asset costs and digimedives, in
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connection with the review of mine operating andalepment plans. When we determine that assignest &igses do not reflect the expected remainingopenf benefit, we make prospective changes toehtepreciable lives.

There are a number of uncertainties inherent imesing quantities of reserves, including many desteyond our control. Ore reserve estimates asecupon engineering evaluations of samplingsibhdles, tunnels and
other underground workings. Our estimates of re@le proven and probable reserves are preparedigmployees, and a majority of these estimaesenmiewed and verified by independent expertsimming, geology and
reserve determination. At December 31, 2007, canesteld recoverable reserves include 93.2 billionruis of copper, 41.0 million ounces of gold andilion pounds of molybdenum. Refer to “Proven d&vdbable
Reserves” and Note 19 for further details of estadaecoverable reserves. These estimates inveluamptions regarding future copper, gold and maiybih prices, the geology of our mines, the minirghods we use and
the related costs we incur to develop and mineeserves. Changes in these assumptions could nesuoétterial adjustments to our reserve estimatagh could result in changes to depreciation, eliiph and amortization
expense in future periods, with corresponding adjests to net income. If estimated copper reseatvesir mines were 10 percent higher at Decembe2@®17, based on our current sales projectionsGoB2we estimate that
our annual depreciation, depletion and amortizagijpense for 2008 would decrease by $98 milliori (®6net income) and a 10 percent decrease wootdase depreciation, depletion and amoritizatiqgrease for 2008 by
$118 million ($62 million to net income).

As discussed in Note 1, we review and evaluatdang-lived assets for impairment when events onglea in economic circumstances indicate that tla¢er carrying amount of such assets may not mvezable. Our long-
lived assets include amounts assigned to provermpanizhble reserves totaling $13.8 billion at Decen®i, 2007. Changes to our estimates of recove@blven and probable reserves could have an inopastir assessment
of asset impairment. Revisions to our estimatagodverable proven and probable copper, gold arlghdenum reserves could give rise to an impairneéwiur assets.

Recoverable Coppe. We record, as inventory, applicable costs for coppetained in mill and leach stockpiles that arpezted to be processed in the future based oreprprocessing technologies. Mill and leach stoelspil
are evaluated periodically to ensure that theystated at the lower of cost or market. Accountimgrécoverable copper from mill and leach stoclepilspresents a critical accounting estimate bed@uisés generally
impracticable to determine copper contained in amilil leach stockpiles by physical count, and tleeeerequires management to employ reasonableastimmethods and (ii) recovery rates from leadlgtiles can vary
significantly. The quantity of material deliveresirill and leach stockpiles is based on surveyddmes of mined material and daily production reso®ampling and assaying of blasthole cuttingsroete the estimated
copper grade contained in the material deliveratiéamill and leach stockpiles.

Expected copper recovery rates for mill stockpéesdetermined by metallurgical testing. The recalvie copper in mill stockpiles, once entered th® production process, can be extracted into coppecentrate almost
immediately.

Expected copper recovery rates for leach stockpilesletermined using small-scale laboratory tests|l- to large-scale column testing (which sinedathe production-scale process), historical el other factors,
including mineralogy of the ore and rock type. tilite recovery of copper contained in leach stoekpibn vary significantly from a low percentagentre than 90 percent depending on several variablgsding type of
copper recovery, mineralogy and particle size efrtick. For newly placed material on active stolggpias much as 70 percent of the copper ultimagelgverable may be extracted during the first yaad the remaining
copper may be recovered over many years.

Processes and recovery rates are monitored conshya@nd recovery rate estimates are adjustedgteally as additional information becomes avaiadhd as related technology changes.

At December 31, 2007, estimated recoverable copper2.6 billion pounds in leach stockpiles (witbaarying value of $1.6 billion) and 0.9 billion pmds in mill stockpiles (with a carrying value ofS2million).

Carrying Value of Goodwill. At December 31, 2007, the carrying value of gootwialed $6.1 billion, which is associated withr @aequisition of Phelps Dodge. In accordance wittoanting rules, goodwill resulting from a
business combination is assigned to the acquinitity&s reporting units that are expected to berfedim the business combination. Adjustments toréerded values of the assets acquired and tiabilkssumed in the
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acquisition of Phelps Dodge will occur until sucues are finalized. Accordingly, the allocationgobdwill to reporting units, which we have detemed will include our individual mines, will be coeped when we finalize
our purchase price allocation in first-quarter 2008r approach to allocating goodwill includes idhentification of the reporting units we believeveaontributed to the excess purchase price andrattudes consideration of
the reporting unit’s potential for future growth.

Goodwill is required to be evaluated on at leasammual basis and at any other time if eventsreunistances indicate that such carrying amountmoagnger be recoverable. If we determine thattreying value of a
reporting unit exceeds its fair value at the timéhe evaluation the shortfall would be charge@aenings. Our evaluations are based on business geveloped using near-term price forecasts tefeeof the current price
environment and management’s projections for l@rgitaverage metal prices.

FCX will perform annual impairment tests of goodwliliring the fourth quarter of each year, and uginoccurrence of events or circumstances in amniintperiod that may indicate impairment. Althoubb allocation of
goodwill to reporting units has not yet been finall, we performed an initial impairment evaluaiiofourth-quarter 2007 based on a preliminary at@mn and concluded that there was no impairmegoofiwill as of
December 31, 2007.

Projected copper prices represent the most siguifiassumption used in the discounted cash flowlyses to evaluate goodwill for impairment. At thete of acquisition of Phelps Dodge, copper pricgegtions used to
value the assets acquired ranged from a near-téce @f $2.98 per pound to a long-term averageepoic$1.20 per pound. At year-end 2007, the coppiee projections used to test goodwill for impagmhranged from a
near-term price of $3.03 per pound to a long-teverage price of $1.50 per pound. The LME spot pidcehe past three years averaged $2.65 per poficapper. If our estimates of future copper pridesrease, it is likely
that we would record goodwill impairment chargeghie future.

We believe that other events that could indicateaiinment of goodwill assigned to reporting unitslirde, but are not limited to (i) a decrease imested recoverable proven and probable resenigs, gignificant reduction i
the estimated fair value of mine site exploratioteptial and (iii) any event that might otherwisevl a material adverse affect on mine site prodndévels or costs. Additionally, as our mines esent depleting assets with
definite lives, absent reserve additions in exoégsoduction or increases in pricing, the amodrgaondwill we allocate to individual reporting usiwvill be impaired at a future date.

Reclamation and Closure Co:. Reclamation is an ongoing activity that occurstighout the life of a mine. In accordance with $40. 143, “Accounting for Asset Retirement Obligas,” we record the fair value of our
estimated asset retirement obligations (AROs) aasmtwith tangible long-lived assets in the peiireclirred. Fair value is measured as the preséné v cash flow estimates after considering inflatand then applying a
market risk premium. Our cost estimates are reftbon a third-party cost basis and comply withlegel obligation to retire tangible, long-lived essas defined by SFAS No. 143. These cost estimaag differ from
financial assurance cost estimates for reclamatitivities because of a variety of factors, inchgdobtaining updated cost estimates for reclamat@ivities, the timing of reclamation activitielanges in scope and the
exclusion of certain costs not accounted for urBfeAS No. 143. Refer to Note 1 for further discussid our accounting policy for reclamation and ciescosts.

Generally, ARO activities are specified by regulas or in permits issued by the relevant goveraiuiiority, and management judgment is requiredtionate the extent and timing of expenditures baselife-of-mine
planning. Accounting for reclamation and closuretsaepresents a critical accounting estimate ksecéiwe will not incur most of these costs fanamber of years, requiring us to make estimates aweng period, (ii)
reclamation and closure laws and regulations cobi&hge in the future and/or circumstances affeaiingoperations could change, either of which ceoakllt in significant changes to our current pldiig calculating the fair
value of our AROs in accordance with SFAS No. l&uires management to estimate projected cash,floake long-term assumptions about inflation raesermine our credit-adjusted, risk-free interages and determine
market risk premiums that are appropriate for qerations and (iv) given the magnitude of our eated reclamation and closure costs, changes ialy of these estimates could have a signifidapact on net income.
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At least annually, we review our ARO estimatesdiesanges in the projected timing of certain reclaomatosts, changes in cost estimates, and additAfR@s incurred during the period. An analysis ®@®s, calculated under
SFAS No. 143, follows:

Years Ended December &

2007 2006 2005

Balance at beginning of ye $ 30 $ 27 $ 23
Liabilities assumed in the acquisition of Phelpsibe 5312 - -
Liabilities incurred 1 - 2
Revisions to cash flow estimat 17¢® - 1)
Accretion expens 27

Spending (49

Balance at end of year $ 72¢ $ 30 $ 27

a.The fair value of AROs assumed in the acquisitibRlvelps Dodge was estimated based on projectédficags, an estimated long-term annual inflatioteraf 2.4 percent, a discount rate based on FCatimated credit-
adjusted, ris-free interest rate of 7.8 percent and a marketmigknium of 10 percent to reflect what a t-party might require to assume these AR

b. The most significant revisions to cash flow estiesah 2007 were related to changes at Chino, TyaowePT Freeport Indonesia. During 2007, ChinoByrdne each submitted updated third-party closost estimates to
the state of New Mexico as part of the permit resigwocess. As a result, we revised our cash flstimates and increased our ARO by $95 million foim® and $45 million for Tyrone. Additional adjustnts may be
required based upon the state’s review of the wadelbsure plans and any permit conditions impdsetthe state of New Mexico. Additionally, PT Freepodonesia updated its cost estimates primaditychanges to its
plans for the treatment of acidic water, resulfimgn increase of $33 milliol

During 2008, we plan to begin discussions withstage of Arizona regarding future reclamation aledure activities at our operating and non-opeggsites, which are likely to result in additiondjastments to our ARO
liabilities.

Environmental Obligation. Our mining, exploration, production and historiogkrating activities are subject to stringent |land regulations governing the protection of theiremment, and compliance with those laws
requires significant expenditures. Environmentaglenditures for closed facilities and closed posionoperating facilities are expensed or capigalidepending upon their future economic benefit® general guidance
provided by U.S. GAAP requires that liabilities fmntingencies be recorded when it is probabledhitbility has been incurred and the amount ecanelasonably estimated. Refer to Note 1 for furtligrussion of our
accounting policy for environmental expenditures.

Accounting for environmental obligations represemtsitical accounting estimate because changeswivonmental laws and regulations and/or circuntta affecting our operations, could result in igant changes to our
estimates, which could have a significant impachehincome. As management judgment and estimaga®quired to comply with applicable U.S. GAAPd@garce, on a quarterly basis, we review changescis and
circumstances associated with the environmentéjatidbns. Judgments and estimates are based upidatde facts, existing technology, presently eeddaws and regulations, remediation experiencetlér or not we are a
potentially responsible party (PRP), the abilityotfier PRPs to pay their allocated portions and tato consideration reasonably possible outco@es estimates can change substantially as additioftamation becomes
available regarding the nature or extent of sitg@mination, required remediation methods and asthy or against governmental agencies or privatggs.

At December 31, 2007, environmental reserves recbinl our consolidated balance sheets totaled ajpately $1.3 billion, which reflect the estimatfair value of the Phelps Dodge obligations for earimental liabilities
attributed to the Comprehensive Environmental ResppCompensation, and Liability Act (CERCLA) onfogous state programs and for estimated futurts essociated with environmental matters at cldseitities and
closed portions of certain operating facilities.
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A summary of changes in our estimated environmentiifidjations for the year ended December 31, 2filibws:

Balance at beginning of ye $ =
Liabilities assumed in the acquisition of Phelpsibe 1,33¢
Additions 6

Reductions 1)
Spending (71)
Balance at end of year $ 1,26¢

At the acquisition date, Phelps Dodge’s historaalironmental obligations of $385 million were bés& accounting guidance provided by SFAS No. Ectunting for Contingencies,” and American Insgtof Certified
Public Accountants Statement of Position (SOP) 9&avironmental Remediation Liabilities,” whichqeire that an estimated loss be recorded for adosgngency if, prior to the issuance of the fic@hstatements, it is
probable that a liability had been incurred andatmunt of loss can be reasonably estimated. Ansaecbrded under this guidance are generally nugidered fair value. FCX has an environmental agdllgroup dedicated
to the ongoing review and monitoring of environnemémediation sites. At the acquisition date,l#igest environmental remediation sites assumed wedergoing studies to evaluate the extent oétiwvronmental damage
and the available remedies. Advancement of thesbest and consideration of alternative remediescaistisharing arrangements resulted in our calonlaf the estimated fair values being approxima$800 million greater
than the historical Phelps Dodge estimates. lom@ence with the purchase method of accounting R&@Xrecorded the assumed environmental obligasibtieir estimated fair values of approximately3#dillion. After the
allocation of the purchase price associated wigh”helps Dodge acquisition is finalized in firstcer of 2008, future estimates of environmentéigaltions will be recorded in accordance with SF¥& 5 and SOP 96-1.
Significant adjustments to these reserves couldroiccthe future.

Deferred Taxe. In preparing our annual consolidated financialestegnts, we estimate the actual amount of taxesmilyrpayable or receivable as well as deferredatzets and liabilities attributable to temporaffetences
between the financial statement carrying amounexisiting assets and liabilities and their respectax bases. Deferred income tax assets anditiebiéire measured using enacted tax rates expectgply to taxable income
in the years in which these temporary differenceseapected to be recovered or settled. The effecteferred tax assets and liabilities of a changex rates and laws is recognized in income éngériod in which such
changes are enacted.

A valuation allowance is provided for those defdrax assets for which it is more likely than riwttthe related benefits will not be realized. étiedmining the amount of the valuation allowance,oconsider estimated future
taxable income as well as feasible tax planninategies in each jurisdiction. If we determine thatwill not realize all or a portion of our defedreax assets, we will increase our valuation alleeeawith a charge to income
tax expense. Conversely, if we determine that weultimately be able to realize all or a portiohtbe related benefits for which a valuation allmwa has been provided, all or a portion of theteel@aluation allowance will
be reduced with a credit to income tax expense.

At December 31, 2007, our valuation allowancededt$1.2 billion and covered all of our U.S. foreigx credit carryforwards, a portion of our foreiget operating loss carryforwards and a portioawfU.S. state net
operating loss carryforwards. During 2007, our agikn allowances increased by $240 million primyabiécause of additional valuation allowances reedmpainst U.S. foreign tax credit carryforwards.

OUTLOOK

Sales in 2007 totaled 3.4 billion pounds of cop@e3,million ounces of gold and 52 million poundsymlybdenum, compared with 1.2 billion pounds opper and 1.7 million ounces of gold in 2006. S&eL2007 included
sales from the Phelps Dodge mines from March 207 2through December 31, 2007, totaling 2.2 billmunds of copper, 0.1 million ounces of gold a@dillion pounds of molybdenum. At the Grasbergmpit mine, the
sequencing in mining areas with varying ore graddesses fluctuations in the timing of ore productiesulting in varying quarterly and annual salesagper and gold. PT Freeport Indonesia’s 200%salkimes were lower
than 2006 sales volumes because of mining in &velplow-grade section of the Grasberg open piiirty the second half of 2007, partly offset by iminhigher ore grade material during the first ledl2007 and higher
recovery rates. The increase in gold sales for 26@Mpared to 2006, is related to higher gradesecalvery rates.

7




Table of Contents
Current projected consolidated sales volumes f682ihd projected average annual consolidated galeses over the three-year period from 2008 thno2@10 follow:

Projected Consolidated Sa
Average Annua

2008 2008- 2010
Copper (billions of recoverable pount 4.3 4.5
Gold (millions of recoverable ounce 1.3 1.9
Molybdenum (millions of recoverable pount 75 85

Because of mine sequencing at Grasberg and the-wanop production at the Safford mine, second-BaB8 production is expected to be higher thanitseHalf of 2008. Approximately 56 percent of mojed 2008 copper
sales and 72 percent of projected 2008 gold sateexpected in the second half of the year. Théemement of these sales estimates will depend @macthievement of targeted mining rates and expamdans, the successful
operation of production facilities, the impact aéather conditions and other factors. Additionadigles volumes may vary from these estimates depgidi the areas being mined within the Grasberg pjiewith quarterly
sales volumes expected to vary significantly.

Consolidated revenues and net income vary sigmifigavith fluctuations in the market prices of ceppgold and molybdenum, sales volumes and otlutorfe Based on projected consolidated sales vaymeluding
purchased copper and molybdenum) for the next ®avsand assuming an average price of $3.00 pedpmficopper, $800 per ounce of gold and $25 pang@f molybdenum, the impact on our annual cash flould
approximate $575 million for each $0.20 per pouhdnge in copper prices, $50 million for each $50qence change in gold prices and $100 millionfach $2 per pound change in molybdenum prices.tiddaily, the
impact on our annual net income would approxim#@0$million for each $0.20 per pound change in eogpices, $45 million for each $50 per ounce cleainggold prices and $100 million for each $2 peuqd change in
molybdenum prices.

CONSOLIDATED RESULTS

Years Ended December &

20072 2006 2005

Revenue! $ 16,93¢ $ 5,791 $ 4,17¢
Operating incom: 6,558 2,86¢° 2,17
Income from continuing operations applicable to own stock’ 2,738¢ 1,39¢ 93¢?
Net income applicable to common stc® 2,768 1,39¢" 93¢?
Diluted net income per share of common st

Continuing operation $ 7.41 $ 6.6 $ 4.67

Discontinued operatior 0.0¢ = =

Diluted net income per share of common st $ 7.5(.eh $ 6.6f § 4.679
Sales from Mines, excluding sales of purchasedIr
Coppet

Consolidated share (millions of recoverable poui 3,357 1,201 1,457

Average realized price per pou $ 3.2¢" $ 3.1¢ $ 1.8t
Gold

Consolidated share (thousands of recoverable oy 2,29¢ 1,73¢€ 2,79C

Average realized price per our $ 682.2( $ 566.5° $ 456.27
Molybdenum

Consolidated share (millions of recoverable poul 52 N/A N/A

Average realized price per pou $ 26.81 N/A N/A
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a. Includes the operations of Phelps Dodge beginniagchl 20, 2007. A summary of the key componentsrifnriing to the consolidated results for the yeaiterl December 31, 2007, follov

Income from

Operating Continuing

Revenue: Income Operations
FCX, excluding Phelps Dod¢ $ 6,032 $ 3,05t $ 824
Phelps Dodge resul 10,78¢ 4,75¢€ 2,90:

Purchase accounting impac

Inventories (including mill and leach stockpil¢ - (737) (464)
Property, plant and equipme - (595) (379)
Intangible assets/liabilities and ott 12C 76 54
Consolidatec $ 16,93¢ $ 6,55¢ $ 2,947

b. Includes charges to revenues for mark-to-marketauting adjustments on the 2007 copper price ptioteprogram totaling $175 million ($106 million teet income or $0.27 per share) and a reducti@vémage realized
copper prices of $0.05 per poul

o

. Includes losses on redemptions of our Gold-DenotethBreferred Stock, Series Il, and Silver-Denoteidid@referred Stock totaling $82 million ($44 noillito net income or $0.20 per share). The loshemademption of
our Golc-Denominated Preferred Stock, Series |1, also reduiit a reduction in average realized gold pride$36.85 per ounce

o

. After dividends on preferred stoc

o

.Includes net losses on early extinguishment of tighting $173 million ($132 million to net inconoe $0.33 per share) primarily related to premiuraii@nd the accelerated recognition of deferreaifiing costs
associated with prepayments of de

—

. Includes losses on early extinguishment and coiorersf debt totaling $32 million ($30 million to himcome or $0.14 per share) primarily relatech®s ¢ompletion of a tender offer and privately négetl transactions to
induce conversion of our 7% Convertible Senior atgo FCX common stock and oj-market purchases of our 4 Senior Notes

@

Includes losses on early extinguishment and coiorerf debt totaling $52 million ($40 million to himcome or $0.18 per share) primarily relatedpermmarket purchases of our/4% Senior Notes and privately
negotiated transactions to induce conversion off8aiConvertible Senior Notes into FCX common st

=3

.On March 19, 2007, we issued 136.9 million commizarss to acquire Phelps Dodge. On March 28, 208%old an additional 47.15 million common sharesm@on shares outstanding at December 31, 200Tedo382
million shares. Assuming conversion of all our certible instruments, total potential common shangstanding would be 445 million shares at Decer8ie2007

Revenues
Consolidated revenues include PT Freeport Indoiseséde of copper concentrates, which also corsiginificant quantities of gold and silver, the sajeAtlantic Copper of copper anodes, copper cathpdnd gold in anodes
and slimes, and, beginning March 20, 2007, thessafleopper, gold, molybdenum and other metalsmaethl-related products by Phelps Dodge. Excludifditanal revenues associated with Phelps Dodgeésations ($10.9

billion), revenues for 2007 were approximately fpercent higher than 2006 reflecting higher cogmet gold prices, partly offset by lower copper salelumes in 2007. Lower sales volumes occurredamily because PT
Freeport Indonesia mined lower-grade ore duringséreond half of 2007 (refer to “Indonesian Minirfgt further discussion of PT Freeport Indonesigsalblumes).

Consolidated revenues of $5.8 billion for 2006 weperoximately 39 percent higher than consolidateenues for 2005 reflecting substantially highepper and gold prices in 2006, partly offset byéow T Freeport
Indonesia sales volumes. PT Freeport Indonesiadioweer-grade ore and reported lower production salds volumes in 2006, compared with 2005 (refémdonesian Mining” for further discussion of FFfeeport
Indonesia sales volumes).

Approximately two-thirds of our copper is sold ienzentrate and cathodes and the remainingtuingis sold primarily as rod (principally from oNorth America operations). Substantially all of @oncentrate sales contre
and some of our cathode sales contracts providédopper pricing in a specified future period (grelly one to
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four months from the shipment date) based on quadtéd or COMEX prices. We ultimately receive markeices based on prices in the specified futureopetiowever, the accounting rules applied to tisedes result in
changes recorded to revenues until the specifiedidyperiod. We record revenues and invoice custemtethe time of shipment based on then-currenEld COMEX prices, which results in an embeddedvadére on our
provisional priced concentrate and cathode sabgsistadjusted to fair value through earnings gesiod until the date of final pricing. To the extdinal prices are higher or lower than what wesorded on a provisional
basis, an increase or decrease to revenues isieeteach reporting period until the date of fimadipg. Accordingly, in times of rising copper pe&, our revenues during a quarter benefit fromerighices received for
contracts priced at current market rates and atso &in increase related to the final pricing ofysmnally priced contracts entered into in prieripds; in times of falling copper prices, the ogipwoccurs. Consolidated
revenues for 2007 include net additions for adjestis to the fair value of embedded copper derieatim concentrate and cathode sales contractsléfi®ilion (net of an adjustment of $43 milliona&dd to the final pricing
of sales entered into in the prior year), compavét net additions of $158 million in 2006 (includj an adjustment of $132 million related to thelfipricing of sales entered into in the prior yemryl $176 million in 2005
(including an adjustment of $10 million relatedthe final pricing of sales entered into in the psiear).

At December 31, 2007, our copper sales includedillbn pounds of copper (net of minority intergspriced at an average of $3.02 per pound anesuty final pricing over the next several month& estimate that each
$0.05 change in the price realized from the Decer@bg2007, price would impact our 2008 consolidatvenues by $27 million ($14 million to net incem

On limited past occasions, in response to markeditions, we have entered into copper and goldegpiotection contracts for a portion of our expedteéure mine production to mitigate the risk of/atse price fluctuations.
Also, in connection with the acquisition of Phelpsdge, FCX assumed the 2007 copper price proteptiogram, which resulted in charges to revenuedingt $175 million ($106 million to net income 0d.87 per share)
from March 20, 2007, through December 31, 200amuary 2008, we paid $598 million to settle th@726opper price protection program, which matunedecember 31, 2007. FCX does not currently intenehter into
similar hedging programs in the future. Refer teetlding Activities” and Note 17 for further discussiof the 2007 copper price protection program.

In February 2006, we redeemed our Gold-DenominBteferred Stock, Series II, which resulted in argado revenues of $69 million ($37 million to fetome or $0.17 per share); and in August 2006fittz scheduled
redemption of our Silver-Denominated Preferred Btesulted in a charge to revenues of $13 millin rfillion to net income or $0.03 per share).

Production and Delivery Costs

Excluding amounts associated with the Phelps Daghgeations ($6.0 billion, which included $781 naitlirelated to purchase accounting impacts for highkies of metal inventories and stockpiles asd &he amortization
of intangible assets acquired in the acquisitipnyduction and delivery costs for 2007 increase&2y million compared with 2006. This increase priity reflects higher production costs at PT Freepuonesia resulting
from higher energy costs and costs of other conblamaAlso impacting production and delivery cast2007 were higher costs of concentrate purchasA@#lantic Copper reflecting higher copper anddgofices.

Production and delivery costs for 2006 were $88Manihigher than 2005 primarily because of highests of concentrate purchases at Atlantic Coppesexd by rising metals prices and partly becauségbkr production
costs at PT Freeport Indonesia primarily resulfiogn higher energy and other input costs. Additlynahe adoption of Emerging Issues Task ForcedsNo. 04-6, “Accounting for Stripping Costs Inadrduring Production
in the Mining Industry” (EITF 04-6) also resultedhigher 2006 costs (refer to “New Accounting Semd” and Note 1 for further discussion of EITF&M4-

Energy CostsEnergy, including electricity, diesel fuel, coaldamatural gas, is a significant portion of our proiion costs, representing approximately 20 peroéptoduction costs for our North American, SoAtherican
and Indonesian mining operations in 2007. Becansegy is a significant portion of our productiorstx we could be negatively impacted by future gnewailability issues and/or increases in enermges.

In addition, we own a one-third interest in the aufnergy Facility (Luna) located near Deming, Neexi¢o, which became operational in April 2006. RuBlervice Company of New Mexico (PNM), a subsidiaf PNM
Resources, and Tucson Electric Power, a subsididdnisource Energy Corporation, partnered in thechase of Luna, each owning a one-third intenedtesach responsible for one-third of the costsexpinses. PNM is
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the operating partner of the plant. Approximate®p Inegawatts, or one-third of the plant’s eledyids available to satisfy a significant portiohtbe electricity demands of our New Mexico andz@na operations. Electricity
in excess of our demand is sold on the wholesati&eheOur interest in this efficient, low-cost ptas expected to continue to stabilize our southWwesth American mining operations’ energy costd acrease the reliability
of our energy supply.

Cost StructureWe continue to experience increases in our worldweipper production costs. Costs have been affégtéoe prices of commodity input costs, equipnmemtsumed or used in our operations and labor costs.
Our cost structure in certain of our North Americgerations is higher than that of some mines &mtattside the U.S. primarily because of lowergreales, higher labor costs and, in some casestestregulatory
requirements.

Additionally, we are developing large-scale undeuyd operations in Indonesia that are more seerditivabor costs than our large-scale open pitpradess operations. Increasing labor costs witbouresponding
productivity gains will adversely impact our curtemd future underground development and operations

Depreciation, Depletion and Amortization

Excluding amounts associated with the Phelps Daggeations ($1.0 billion, which included $595 naitlirelated to purchase accounting impacts forrtheease in the carrying value of acquired propgiant and
equipment), depreciation, depletion and amortired¢irpense for 2007 increased $17 million comparighl 2006 primarily because of higher unit-of-protian rates for the Grasberg open-pit mine resulfiogy changes in
reserve estimates.

Depreciation, depletion and amortization expens@@®6 was $23 million lower than 2005 primarilychase of lower copper sales volumes at PT Freépadonesia during 2006, which resulted in lower exgeeunder the
unit-of-production method.

Projected depreciation, depletion and amortizagiomense for 2008, including the impacts of purctam®unting fair value adjustments, is expectegpfaroximate $1.9 billion, compared with $1.2 bitlitor 2007, primarily
because of higher projected copper sales volumez0fa8, as well as the incremental amounts assatiaith a full year of expense for the acquiredifh®odge operations.

Exploration and Research Expenses
Consolidated exploration and research expensdeddd 45 million for 2007, $12 million for 2006 a8 million for 2005. The increase in expenditui@s2007 primarily reflects $127 million of expldian and research
expenses associated with our acquired operatiocisiding $94 million for exploration efforts in NbrAmerica, South American and Africa. Refer to floration Activities” for further discussion.

Selling, General and Administrative Expenses
Consolidated selling, general and administrativeeeses totaled $466 million for 2007, $157 millfon2006 and $104 million for 2005. The increas&®d9 million in 2007, compared with 2006, primariéflects the
additional amounts associated with Phelps Dodg@Z$gillion) and higher stock-based compensationsc(®39 million) primarily related to second-quar2807 stock option grants.

The increase of $53 million in 2006, compared V@805, primarily reflected higher incentive compeimsacosts associated with stronger financial peneince, higher stock-based compensation followdaption of SFAS
No. 123 (revised 2004“Share-Based Payment” (SFAS 123R) on January 16 2@fer to “New Accounting Standards” and Noted fiirther discussion), and higher legal fees.

Interest Expense, Net

Total consolidated interest expense (before capitiadn) totaled $660 million in 2007, $87 milliam 2006 and $136 million in 2005. The $573 millimerease in interest expense in 2007, compared206, primarily relate
to the debt incurred in connection with the acdisisiof Phelps Dodge. Refer to Note 11 and “Capsources and Liquidity — Financing Activities't farther discussion of the debt incurred in corimgcwith the
acquisition.

The $49 million decrease in interest expense ir6260mpared with 2005, is primarily because of i§igant debt reductions during 2005 and 20086, idizig redemptions of mandatorily redeemable preéesteck.
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Capitalized interest totaled $147 million in 20871 million in 2006 and $4 million in 2005. The sificant increase in capitalized interest in 2008iMmgarily relates to the development projects af@dfand Tenke Fungurum

Losses on Early Extinguishment and Conversion of O, Net

During 2007, we recorded net charges totaling $tifleon ($132 million to net income or $0.33 perast) for early extinguishment of debt primarilyateld to the accelerated recognition of deferreafaing costs associated
with early repayment of amounts under the $11lohikenior credit facility. Also included is $17llion ($10 million to net income or $0.02 per skprelated to premiums paid and the acceleratexjrétion of deferred
financing costs associated with the May 2007 redemmf our 104% Senior Notes.

During 2006, we recorded net charges totaling $82m ($30 million to net income or $0.14 per skpfor early extinguishment and conversion of gebnarily associated with the completion of a tenoléer and privately
negotiated transactions to induce conversion of7/8iConvertible Senior Notes into FCX common steeld also included charges associated with opekanpurchases of our 19 Senior Notes.

During 2005, net losses on early extinguishmentaersion of debt totaled $52 million ($40 miflieco net income or $0.18 per share) primarily edab open-market purchases of our:¥0 Senior Notes and privately
negotiated transactions to induce conversion of7féConvertible Senior Notes into FCX common stock.

Gains on Sales of Assets

Gains on sales of assets totaled $85 million ($8omto net income or $0.13 per share) in 200ifmgarrily associated with sales of marketable sei@sriDuring 2006, gains on sales of assets to&8adnillion ($30 million to
net income or $0.13 per share) primarily associaiigll the disposition of land and certain royalghts at Atlantic Copper. During 2005, gains oresalf assets totaled $7 million ($5 million to imetome or $0.02 per share)
related to the sale of land held by a joint ventarehich we own a 50 percent interest.

Other Income, Net
Other income, net, totaled $157 million in 2007mpared with $28 million in 2006 and 2005. The $1@Bion increase in 2007, compared with 2006, prifyaelates to higher interest income totaling $Hillion in 2007,
$31 million in 2006 and $17 million in 2005. Thefrases in interest income primarily relate to bigtash balances and interest rates.

Provision for Income Taxes

Our 2007 income tax provision from continuing opienas resulted from taxes on international operei($2.2 billion) and U.S. taxes ($215 million).eTtifference between FCX's consolidated effecth@ime tax rate of
approximately 39 percent for 2007 and the U.S. fedstatutory rate of 35 percent primarily wasiatttable to (i) withholding taxes related to eagsrirom Indonesian and South American mining openat (ii) a U.S. foreig
tax credit limitation and (i) an adjustment asswed with the reversal of the Phelps Dodge APBn@pi No. 23, “Accounting for Income Taxes — Speéie¢as,” indefinite reinvestment assertion on deréarnings in South
America, partly offset by a U.S. benefit for pertzage depletion and an international tax rate dffiéial. For 2008, we expect a consolidated effedii rate of approximately 34 percent. The lowejgzted consolidated
effective tax rate for 2008 primarily relates te #xpected geographic sources of pre-tax income.
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A summary of the approximate amounts in the catmraf our consolidated provision for income taf@s2007 follows:

Effective Provision for
Income® Tax Rate Income Tax
North Americe
Income before taxes and minority intere $ 1,87% 30% $ 56€
Purchase accounting adjustme (895 39% (359)
Subtotal 98C 21¢
South Americi
Income before taxes and minority intere 2,62 33% 86¢
Purchase accounting adjustme (369 34% (126)
Subtotal 2,25¢ 742
Indonesia
Income before taxes and minority intere 2,87¢ 46% 1,32¢
Other
Income before taxes and minority intere 21 29% 6
Adjustment’ N/A N/A 111
Consolidated total $ 6,13 39% $ 2,40¢

a.Represents income from continuing operatic

b. Represents an adjustment for a-time charge associated with the reversal of thépBHaodge APB Opinion No. 23 indefinite reinvestrhassertion on certain earnings in Sc
America. This adjustment was fully offset by a refion in minority interes’ share of net incom:

FCX'’s income tax provision for 2006 ($1.2 billioand for 2005 ($915 million) primarily reflected &scon PT Freeport Indonesia’s earnings. The differdetween FC$' effective income tax rate of approximately 43cpel
for 2006 and 45 percent for 2005 and PT Freepadiresia’s Contract of Work rate of 35 percent prilpavas attributable to withholding taxes relatedearnings from Indonesian mining operations axedine taxes incurred
by PT Indocopper Investama.

A summary of the approximate amounts in the catmnaf our consolidated provision for income taf@s2006 and 2005 follows:

Years Ended December &

2006 2005
Indonesian mining operating incorfie $ 2,80¢ $ 2,321
Indonesian mining interest expense, (20) (22)
Intercompany operating profit recognized (deferi 32 (145)
Income before taxe 2,821 2,15¢
Indonesian mining Contract of Work rate 35% 35%
Indonesian mining income tax 987 754
Indonesian mining net income 1,83¢ 1,40C
Withholding tax on FC’'s equity shar 9.064% 9.06%%
Withholding taxes 16€ 127
PT Indocopper Investama corporate income t: 48 37
Other, ne = ®
FCX consolidated provision for income tay $ 1,201 $ 91t
43% 45%

FCX consolidated effective tax re

a. Excludes charges for the-the-money value of FCX stock option exercises, whigheliminated in consolidation, totaling $88 million2006 and $64 million in 200

Refer to Note 14 for further discussion of incormeets.
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Minority Interests in Net Income of Consolidated Sisidiaries
Minority interests in net income of consolidatedbsidiaries totaled $791 million in 2007, $168 naifliin 2006 and $127 million in 2005. The increas®623 million in 2007, compared with 2006, wasihtitable to amounts
associated with our South American mining operati#603 million) and an increase related to higtenings at PT Freeport Indonesia ($20 million)e Tritrease of $41 million in 2006, compared wit@20primarily was
because of higher earnings at PT Freeport Indonesia

RESULTS OF OPERATIONS

Following the acquisition of Phelps Dodge, our bess consists of three primary operating divisiobrth American mining, South American mining dndonesian mining. Refer to “Mining Operations” farther
discussion of the operations associated with thedsions. A summary of revenues by division fo0202006 and 2005, follows:

Years Ended December &

2007? 2006 2005
North American minin®:
Unaffiliated customer $ 8,641 $ - 3 -
Intersegmen 9 = -
8,65( - -
South American mining:
Unaffiliated customer 2,268 - -
Intersegmen 1,58( - =
3,84¢ - -
Indonesian mining
Unaffiliated customer 3,64( 3,54¢ 2,81(
Intersegmen 1,16¢ 852 75¢
4,80¢ 4,39¢ 3,56¢
Atlantic Copper smelting & refining
Unaffiliated customer 2,38¢ 2,24: 1,368
2,38¢ 2,24z 1,368
Corporate, other & elimination
Unaffiliated customer 5 6 6
Intersegmen (2,757 (852) (759
(2,752) (84€) (752)
Consolidated revenur $ 1693¢ $ 5791 $ 4.17¢

a. Includes the results of Phelps Dodge beginning Ma@ 2007

b. Includes our operating mines at Morenci, Bagdaelra, Safford, Chino and Tyrone, and also incfuder Rod and Refining and Molybdenum operatioafe(rto Note 18)
c. Includes charges for me-to-market accounting adjustments on the 2007 coppes protection program totaling $175 millic

d. Includes our operating mines at Cerro Verde, CamidelOjos del Salado and El Abra (refer to Notg

Intersegment sales by the Indonesian and South idamremines are based on similar arersgth transactions with third parties at the tifiehe sale. Intersegment sales of any individualenmay not be reflective of the act
prices ultimately realized because of a varietfaofors, including additional processing, timingsafes to unaffiliated customers and transportgsi@miums.
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A summary of operating income (loss) by operatiiwisébn, which includes the results of Phelps Dotigginning March 20, 2007, follows:

Years Ended December &

2007 2006 2005
North American mining $ 1,717 $ - 3 =
South American minin 2,19C - -
Indonesian minin¢ 3,03: 2,721 2,251
Atlantic Copper smelting & refinin 3 74 35
Corporate, other & eliminatior (38¢) 74 (115
Consolidated operating incor $ 6,555 $ 2,86¢ $ 2,171

a.Operating income includes purchase accounting amprgs totaling $1.3 billion in 2007, which prindgrelate to the impacts of increases in the cagyialues of acquired metal inventories (includinigj and leact
stockpiles) and property, plant and equipm

MINING OPERATIONS

North American Mining
Our North American mining operations include coppeerations from mining through rod production, ytolenum operations from mining through conversmnhtemical and metallurgical products, and the etang and
sale of both product lines. We have six operatiogper mines in North America — Morenci, Bagdadr@e Safford, Chino and Tyrone, and one operatirajybdenum mine — Henderson.

The North American mining division includes oneagpble copper mine (Morenci), and also included Biod Refining operations and Molybdenum operatameeportable segments. Following is further disimn of these
reportable segments, as well as other operatiahsded in the North American mining division.

Morenci.The Morenci open-pit mine, located in southeasfeinona, primarily produces copper cathodes angeoponcentrates. In addition to copper, Morenetipces molybdenum concentrates as a by-producowite
an 85 percent undivided interest in Morenci. Theaming 15 percent is owned by Sumitomo Metal MinArizona, Inc. (Sumitomo), a jointly owned subaigi of Sumitomo Metal Mining Co., Ltd. and Sumitomo
Corporation. Each partner takes in kind its shéaggreduction.

The concentrate-leach, direct-electrowinning fac#it Morenci is ramping up production followingramissioning in third-quarter 2007. This projectaiS€X’s proprietary medium-temperature, pressuaeHing and direct-
electrowinning technology, which will enhance csatings by processing concentrates on-site insteshlipping concentrates to smelters for treatra@dtby providing acid for leaching operations. Pheject also included
the restart of a mill. Mill throughput adds 115 lioih pounds of copper per year and is operating napacity of 49,000 metric tons per day. The oeraject required a total capital investment ppeoximately $250 million.

Rod and RefiningThe Rod and Refining segment consists of coppevearsion facilities, including a refinery, rod mied a specialty copper products facility. Thisrsegt processes copper produced at our North Anrerica
mines and purchased copper into copper anode,dmthad and custom copper shapes. At times thimeegrefines copper and produces copper rod argestar customers on a toll basis. Toll arrangemesduire the
tolling customer to deliver appropriate copper-beamaterial to our facilities for processing ir@roduct that is returned to the customer, whe payfor processing their material into the spedifiroducts.

Molybdenum.The Molybdenum segment includes our wholly ownedd#zson and Climax molybdenum mines in Coloradated conversion facilities and a technology cenféis segment is an integrated producer of
molybdenum, with mining, roasting and processirgilitées that produce high-purity, molybdenum-baskémicals, molybdenum metal powder and metallatgicoducts, which are sold to customers aroundvibréd. The
Molybdenum segment also includes a sales compatythrchases molybdenum from our Henderson mineantllorth American and South American copper mares sells it to third parties. In addition, atéisrthis
segment roasts and/or processes material on lzaisi. Toll arrangements require the tolling cusota deliver appropriate molybdenum-bearing mateoi our facilities for processing into a prodtfwt is returned to the
customer, who pays us for processing their matarialthe specified products. This segment alstuhes a technology center whose primary activityegeloping new engineered products and application

85




Table of Contents
The Henderson underground mine produces high-pufitgmical-grade molybdenum concentrates, whicliuateer processed into value-added molybdenum aermroducts.

In December 2007, our Board of Directors approvedrestart of the Climax molybdenum mine near Lékg\Colorado, which has been on care-and-maimeaatatus since 1995. Climax is believed to béatgest, highest-
grade and lowest-cost undeveloped molybdenum attg imothe world. The initial project involves thestart of open-pit mining and the construction @fvmmilling facilities. Annual production is expedte approximate 30
million pounds of molybdenum beginning in 2010 stireated cash costs approximating $3.50 per pound.

Capital cost estimates for the initial project expected to approximate $500 million. Orders fotaige long-lead time items have been placed, andwn the project commenced in fourth-quarter 200&jor construction
activities are expected to begin in second-qu&®@8. The project is designed to enable the coreide of a further large-scale expansion of thien@k mine. We plan to evaluate a second phasesoftimax project, which
could potentially double future annual molybdenumduction to approximately 60 million pounds.

We also plan to increase our annual molybdenumgssing capacity by 20 million pounds through thevewssion of our copper concentrate leach facilitBagdad, Arizona, to a molybdenum concentratehéacility by
2010.

Other North American mining operatior@ther North American mining operations include otirer southwestern U.S. copper mines — BagdaditieBafford, Chino, Tyrone, Miami, Cobre, Bistaed Tohono. In addition
to copper, the Bagdad, Sierrita and Chino minedyize molybdenum, gold and silver, and the Siemiitze also produces rhenium. Other North Americanimgi operations also include the Miami smelter @hhis the most

significant source of sulfuric acid for the varidNerth American leaching operations), a sales camgerhich functions as an agent to purchase aridspper from the North American mines and from i@ and Refining

segment and also sells any copper not sold by outhSAmerican mines to third parties) and otheiiltmg operations.

The Safford copper mine, which began productioB@eember 2007, will produce ore from two open-pites located in southeastern Arizona and includeslwtion extraction/electrowinning facility. Thefford mine is
expected to ramp-up to full production of approxieia 240 million pounds per year in the first half2008. The total capital investment for this jpatjis approximately $675 million, with over 85 pent incurred as of
December 31, 2007 (including amounts incurred pgodhe acquisition of Phelps Dodge).

During January 2008, we announced plans to restaftliami copper mine in Arizona for an approximéie-year period. We expect full rates of prodaictof approximately 100 million pounds of copper gear by 2010.
The capital investment for this project is expedtetbtal approximately $100 million, primarily fonining equipment.

North American mining added $8.7 billion in reveswad $1.7 billion of operating income to our resédr the period March 20, 2007, through Decen#igr2007, net of charges to revenues for I-to-market accounting
adjustments on the 2007 copper price protectiograra totaling $175 million. Refer to “Hedging Adties” and Note 17 for further discussion of th&2@opper price protection program.
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The following discussion of our North American nmgioperations covers the full twelve month periedded December 31, 2007, 2006 and 2005, incluckniggts prior to our acquisition of these operations

Years Ended December &
North American Mining Operating Results (Pro Fort 2007 2006 2005

Consolidated Operating Data, Net of Joint Venturetest
Copper (millions of recoverable pount

Production 1,32C 1,30¢ 1,36t
Sales® 1,332 1,302 1,382
Average realized price per pound, excluding hed $ 3.2€ 3.0¢ 1.67
Average realized price per pound, including hedﬂing $ 3.1Z 2.2€ 1.4¢
Molybdenum (millions of recoverable pount
Production 69 68 62
Sales 69 69 60
Average realized price per pou $ 25.81 21.87 25.8¢
100% Operating Data, Including Joint Venture Intet
SX/EW operation:
Leach ore placed in stockpiles (metric tons pel): 798,20( 801,20( 778,50(
Average copper ore grade (perce 0.23 0.3C 0.2€
Copper production (millions of recoverable pour 94C 1,01z 1,06€
Mill operations
Ore milled (metric tons per da 223,80( 199,30( 194,80(
Average ore grade (percel
Coppet 0.3t 0.32 0.32
Molybdenum 0.0z 0.0z 0.02
Production (millions of recoverable pount
Coppet 501 414 41¢
Molybdenum (b-product) 30 31 30
Molybdenum operations (Hendersc
Ore milled (metric tons per da 24,00( 22,20( 20,30(
Average molybdenum ore grade (perce 0.23 0.23 0.2z
Molybdenum production (millions of recoverable pday 39 37 32

a. Excludes sales of purchased cop|

b. Includes the impact of hedging losses related ppepprice protection progran

2007 Compared with 2006 (Pro Form&uring 2007, average realized copper prices, exotubedging impacts, for the North American minaperations improved by $0.23 per pound to an aeecd$3.26 per pound,
compared with $3.03 per pound in 2006. Additionadlyerage realized molybdenum prices improved b§®ger pound to an average of $25.87 per pou2007, compared with $21.87 per pound in 2006.

Consolidated copper sales from North American djera totaled approximately 1.3 billion pounds oth2007 and 2006. The slight increase in North Aca& copper sales volumes for 2007 primarily edab higher
production from mill operations resulting from hegtore grades and the incremental production fierMorenci mill because of a full year of conceturactivity. These increases were partly offsetdwer production from
SX/EW operations resulting from lower ore grades.

Consolidated copper sales volumes from our NortreAran mining operations are expected to increas@proximately 1.6 billion pounds in 2008 primariéflecting additional copper production from thafford mine.
Consolidated molybdenum sales volumes totaled @i®mpounds in both 2007 and 2006. Molybdenumgnades for 2007 were similar to 2006. Consolidanedlybdenum sales volumes are expected to approgiat
million pounds in 2008. The increase in projectezlyindenum sales for 2008 primarily reflects addigibproduction expected from the expanded Cerral®emill operations. Approximately 85 percent of empected
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2008 molybdenum production is committed for satetlighout the world pursuant to annual or quartagseements based primarily on prevailing marketgsrone month prior to the time of sale.

The molybdenum sales company functions as an aggnirchase and sell molybdenum from the Hendemsioe as well as our North American and South Anzericopper mines that produce molybdenum as a yupto
We defer recognizing profits on intercompany mokydm sales from these operations to the molybdesales company until the final sales to third partecur. Changes in these net deferrals resultestlinctions to
operating income totaling $360 million ($220 mitlito net income or $0.55 per share) in 2007. Asegraverage molybdenum prices of $30 per poundd@0B2we estimate that the net change in the defgmefits will not
have a material impact on first-quarter 2008 nedine. The actual change in deferred intercompaofitpmay differ substantially from this estimatechuse of changes in molybdenum prices.

2006 Compared with 2005 (Pro Form&uring 2006, average realized copper prices, exetubdedging impacts, for the North American minayerations improved by $ 1.36 per pound to an aeecd $3.03 per pound,
compared with $ 1.67 per pound in 2005. Averagbze molybdenum prices decreased by $4.02 pergptmian average of $21.87 per pound in 2006 fro;&®per pound in 2005.

Consolidated copper sales from North American djera totaled approximately 1.3 billion pounds 008, compared with 1.4 billion pounds in 2005. Téa@uction in sales volumes in 2006, compared wib52 primarily
related to lower production at Bagdad becausewétmre grades and at Chino and Tyrone becausslattions in leached ore.

Consolidated molybdenum sales volumes totaled @mpounds in 2006 and 60 million pounds in 20Biigher molybdenum sales volumes in 2006, compeuitd 2005, were primarily because of higher processs.

Unit Net Cash Costs (Pro Formé&nit net cash costs per pound of copper and molyliteare measures intended to provide investorsinfithmation about the cash-generating capacityusfmining operations expressed on
a basis relating to the primary metal product far espective operations. We use this measuréésame purpose and for monitoring operating pedoce by our mining operations. This informatioffieds from measures
of performance determined in accordance with U/&SAB and should not be considered in isolation oa asbstitute for measures of performance detedrimaccordance with U.S. GAAP. This measure is@need by other
mining companies, although our measures may noobgarable to similarly titted measures reporteatiher companies.

The following tables summarize the pro forma ueit cash costs at the North American copper mineghéofull twelve-month periods ended December2B)7, 2006 and 2005. Henderson, a molybdenum rnisimet
included in these tables — see “Henderson UnitQésth Costs.” For a reconciliation of pro forma umgt cash costs per pound to production and dgliwests applicable to sales reported in FCX’s pronfa consolidated
financial results, refer to “Product Revenues aratiBction Costs.”
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Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net noncash
nonrecurring costs shown belc

By-product credit§

Treatment charges
Unit net cash cos!

Depreciation, depletion and amortizat

Noncash and nonrecurring costs,
Total unit cost:

Revenue adjustments, primarily for pricing on pperiod
open sales and hedgi

Idle facility and other nc-inventoriable cost

Gross profi

Consolidated sales (millions of recoverable poul
Copper
Molybdenum

Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net noncash
nonrecurring costs shown belc

By-product credit§

Treatment charges
Unit net cash cos!

Depreciation, depletion and amortizat

Noncash and nonrecurring costs,
Total unit cost:

Revenue adjustments, primarily for pricing on pperiod
open sales and hedgi

Idle facility and other nc-inventoriable cost

Gross profi

Consolidated sales (millions of recoverable poul
Copper
Molybdenum

a. Molybdenum b-product credits reflect volumes produced at mi-based pricing, and also include tolling revenueSietrita.

Gross Profit per Pound of Copper and Molybdenuro (Rirma)

89

By-Product Cc-Product Methot

Method Copper Molybdenum a

32z $ 3.2 $ 29.31

1.4z 1.2z 10.5¢

(0.6€) - -

0.0¢ 0.0¢ =

0.8€ 1.31 10.5¢

0.1t 0.12 0.87

0.0Z 0.0Z 0.02

1.02 1.4¢ 11.4¢

(0.10) (0.10) -

(0.05) (0.0%) (0.0%)

204 $ 16z $ 17.81

1,31¢ 1,31¢
3C
By-Product Cc-Product Methot

Method Copper Molybdenum a

3.1¢ $ 3.1¢ $ 24.8

1.14 0.92 9.37

(0.60) - -

0.07 0.0¢€ -

0.61 0.9¢ 9.37

0.11 0.0¢ 0.77

0.0Z 0.0Z 0.02

0.74 1.1C 10.1%

(0.99) 0.99 _

(0.09 (0.09) _

14¢ $ 1.1 $ 14.6¢

1,292 1,292
31
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Year Ended December 31, 20

By-Product Cc-Product Methot
Method Molybdenum

Revenues, after adjustments shown be $ 165 $ 1.6 $ 32.41
Site production and delivery, before net noncagh

nonrecurring costs shown belc 0.97 0.77 9.72
By-product credit§ 0.70 - -
Treatment charges 0.07 0.07 —

Unit net cash cos! 0.34 0.84 9.72
Depreciation, depletion and amortizat 0.1C 0.0¢ 1.0C
Noncash and nonrecurring costs, 0.01 0.01 0.03

Total unit cost: 0.4t 0.9t 10.7¢
Revenue adjustments, primarily for pricing on pperiod

open sales and hedgi (0.19 (0.14) -
Idle facility and other nc-inventoriable cost (0.09 (0.09) -

Gross profil $ 1.0z $ 054 $ 21.72
Consolidated sales (millions of recoverable poul

Copper 1,37¢ 1,37¢

Molybdenum 3C

a. Molybdenum b-product credits reflect volumes produced at mi-based pricing and also include tolling revenueSietrita.

2007 Compared with 2006 (Pro FormaYhe North American mining operations have expe®gengroduction cost increases in recent years pilyras a result of higher energy costs and costitldr consumables, higher
mining costs and milling rates, labor costs an@ofhactors. Higher unit site production and deljveosts in 2007, compared with 2006, primarilyeefed higher labor, maintenance, operating suppliesenergy costs, and

also included higher costs associated with the rampf the Morenci mill operations.

Molybdenum credits were higher in 2007, comparetth @006, reflecting higher average molybdenum prithering 2007.

Assuming average prices of $3.00 per pound of coppé $30 per pound of molybdenum for 2008 andeaement of current 2008 sales estimates, we estithat the 2008 average unit net cash costs foNotth American

mines, including molybdenum credits, would approien$1.00 per pound of copper.

2006 Compared with 2005 (Pro Form&Jorth American mining’s unit net cash costs for @@ere higher than in 2005 primarily because ohbigabor, maintenance, operating supplies and atpet costs mostly from the

restart of Morenci's mill operations and becaus®wafer molybdenum credits resulting from lower aage realized molybdenum prices.
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Henderson Unit Net Cash Costs (Pro Forrfiag following table summarizes the pro forma umeit cash costs at the Henderson mine for the flive+month periods ended December 31, 2007, 200@@85. For a
reconciliation of pro forma unit net cash costs paund to production and delivery costs applicablsales reported in FCX's pro forma consolidatedricial results, refer to “Product Revenues armti&ction Costs.”

Henderson Gross Profit per Pound of Molybdenum {Ruana)

Years Ended December &

2007 2006 2005

Revenues, after adjustments shown be $ 26.1C $ 2214 $ 27.6%
Site production and delivery, before net nonc

and nonrecurring costs shown bel 4.3z 3.71 3.6E

Unit net cash cos! 4.3z 3.71 3.6%
Depreciation and amortizatic 1.0C 0.8¢ 0.8¢
Noncash and nonrecurring costs, 0.0z 0.0z 0.01

Total unit cost: 5.34 4.6z 4.54
Gross profif* $ 20.7¢ $ 175 $ 23.0¢
Consolidated molybdenum sales (millions of recovkrgounds 39 37 32

a. Gross profit reflects sales of Henderson prodbated on volumes produced at market-based pri@in@ consolidated basis, the Molybdenum segmehtdas profits on sales as they are made to thirtdgs and
realizations based on actual contract tel

2007 Compared with 2006 (Pro FormaHenderson’s higher unit net cash costs per poumdadfbdenum for 2007, compared with 2006, primavilyre associated with higher input costs, includéimr, supplies and service
costs, and higher taxes. These higher costs wetlg péset by lower energy costs resulting froneagy credits received in 2007.

Assuming an average price of $30 per pound of na#ynm for 2008 and achievement of current 200& sdégmates, we estimate that the 2008 averagaeinétash costs for Henderson would approximate0$gder pound ¢
molybdenum.

2006 Compared with 2005 (Pro FormaHenderson's higher unit net cash costs per poumdodfbdenum for 2006, compared with 2005, primar#flected higher input costs, including labor, siigs and service costs, and
higher taxes.

South American Mining

We have four operating copper mines in South Amaeri€erro Verde in Peru, and Candelaria, Ojos dkld® and El Abra in Chile. These operations ineladen-pit and underground mining, sulfide ore eotr@ting,
leaching and SX/EW.

Our South American mining operations have laboeegrents covering certain employees; the agreeraents Cerro Verde and El Abra operations expigwill be renegotiated during 2008.

The South American mining division includes oneorggble segment (Cerro Verde). Following is furtbiscussion of this reportable segment, as wetithsr operations included in the South Americanimgirdivision.
Cerro VerdeThe Cerro Verde open-pit mine, located near Areauiferu, produces copper cathodes and copper doatesn In addition to copper, the Cerro Verde npireuces molybdenum and silver. We own a 53.56
percent interest in Cerro Verde. The remaining 4@drcent is held by SMM Cerro Verde Netherlandé. BCompafiia de Minas Buenaventura S.A.A. and athareholders, certain of whose shares are pubtafied on the
Lima Stock Exchange.

In mid-2007, the recently expanded mill at Cerradéereached design capacity of 108,000 metric ¢dise per day and averaged 105,500 metric tonslgpeduring the second half of 2007. The expaneiwables Cerro
Verde to produce approximately 650 million pounéisapper per year (approximately 348 million poupes year for our share) and approximately 8 milfimunds of molybdenum per year (approximately Wianipounds
per year for our share) for the next several years.
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Other South American Mining Operation©ther South American mining operations include ather South American copper mines — Candelarias @@ Salado and El Abra — which include open-pit anderground
mining, sulfide ore concentrating, leaching, andEBBX operations. In addition to copper, the Candeland Ojos del Salado mines produce gold andrsiWe own an 80 percent interest in both the Calend Ojos del
Salado mines, and own a 51 percent interest iki#dra mine.

At the end of 20086, a feasibility study was comgdeto evaluate the development of a large sulfefeodit at EI Abra. This project would extend theeniife by over ten years. Initial production frahe sulfides is expected to
begin in 2010, and is expected to average apprdgisn@25 million pounds of copper per year begignim 2012. The existing facilities at El Abra whie used to process the additional reserves, miitignzapital spending
requirements. We estimate total capital for thigjgut to approximate $450 million, the majoritywalfiich will be spent between 2008 and 2011. We areeatly working with Chilean authorities on firitig an environmental
impact study associated with this project.

South American mining added $3.8 billion in revesiaed $2.2 million of operating income to our restor the period March 20, 2007, through Decen#igr2007.

The following discussion of our South American minioperations covers the full twelve-month periedded December 31, 2007, 2006 and 2005, includgniggts prior to our acquisition of these operations

Years Ended December &

South American Mining Operating Results (Pro For 2007 2006 2005

Copper (millions of recoverable pount
Production 1,41t 1,13 1,091
Sales 1,39¢ 1,12¢ 1,092
Average realized price per pound, excluding hed $ 328 $ 3.0 $ 1.7¢
Average realized price per pound, including hedding $ 328 $ 3.0 $ 1.68

Gold (thousands of recoverable ounc
Production 11€ 112 117
Sales 114 111 117
Average realized price per our $ 700.8: $ 551.7C $ 425.3:2

Molybdenum (millions of recoverable pount
Production 1 - -

SX/EW operation

Leach ore placed in stockpiles (metric tons pe): 289,10( 257,40( 264,60(
Average copper ore grade (perce 0.42 0.4% 0.4€
Copper production (millions of recoverable pour 56¢ 69t 67C
Mill operations
Ore milled (metric tons per da 167,90( 68,50( 68,70(
Average copper ore grade (perce 0.74 0.87 0.84
Production (millions of recoverable pount
Copper 844 43¢ 421
Molybdenum 1 - -

a. Includes the impact of hedging losses related taliEE’s 2005 copper price protection progre

2007 Compared with 2006 (Pro Form&uring 2007, average realized copper prices foiSieth American mining operations improved by $(p22pound to an average of $3.25 per pound, caedpaith $3.03 per pound
2006.

Consolidated copper sales from South American djpeincreased to approximately 1.4 billion poud2007, compared with 1.1 billion pounds in 20p6marily reflecting higher production from Cervterde resulting
from the new concentrator, which reached desigadiapin mid-2007. This increase was partly offsgiower production at El Abra resulting from lowae grades.
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Consolidated copper sales volumes from our Soutlerfgan mining operations are expected to increas@proximately 1.5 billion pounds in 2008 reflagtiadditional production from the new concentrato€erro Verde.

2006 Compared with 2005 (Pro Form&uring 2006, average realized copper prices foiSieth American mining operations improved by $Jp28pound to an average of $3.03 per pound, caedpaith $1.75 per pound
2005, which excluded the hedging impact relateflltAbra’s 2005 copper price protection program.

Consolidated copper sales from South American dipetotaled approximately 1.1 billion pounds othh2006 and 2005. The slight increase in sale2@66 primarily reflected an increase in productoiEl Abra and
expanded production from the new concentrator atdCéerde, which began processing sulfide ore imtfo-quarter 2006.

Unit Net Cash Costs (Pro Form&nit net cash costs per pound of copper, calculatetér the by-product method, is a measure intetmlpdovide investors with information about theltayenerating capacity of our mining
operations expressed on a basis relating to tineapyi metal product for our respective operations. We this measure for the same purpose and fataring operating performance by our mining opemasi. This informatio
differs from measures of performance determineattordance with U.S. GAAP and should not be comsitlen isolation or as a substitute for measurgseoformance determined in accordance with U.S. 8APhis
measure is presented by other mining companiémwdh our measures may not be comparable to siyniided measures reported by other companies.

The following tables summarize the pro forma ueit cash costs at the South American copper ming&éddull twelve-month periods ended December2B07, 2006 and 2005. The below tables reflect prmé unit net
cash costs per pound of copper under the by-pratheatto-product methods as the South American nafseshad small amounts of gold and silver salesafreconciliation of pro forma unit net cash sqst¢r pound to
production and delivery costs applicable to sadg®rted in FCX’s pro forma consolidated financesults, refer to “Product Revenues and ProductiostsC’

Gross Profit per Pound of Copper (Pro Forma)

Year Ended December 31, 20

By-Product Co-Product
Method Method

Revenues, after adjustments shown be $ 328 $ 3.2E
Site production and delivery, before net noncagh

nonrecurring costs shown belc 0.91 0.87
By-product credit: (0.09) -
Treatment charge 0.2C 0.2C

Unit net cash cos! 1.0z 1.07
Depreciation, depletion and amortizat 0.14 0.14
Noncash and nonrecurring costs, - -

Total unit cost: 1.1€ 121
Revenue adjustments, primarily for pricing on pperiod

open sales and hedgi 0.01 0.01
Other non-inventoriable costs (0.02) (0.02)
Gross profil $ 2.0t $ 202
Consolidated sale

Copper (millions of recoverable pount 1,39¢ 1,39¢
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Year Ended December 31, 20

By-Product Co-Product
Method Method

Revenues, after adjustments shown be $ 314 $ 3.14
Site production and delivery, before net noncash

nonrecurring costs shown belc 0.8z 0.7¢
By-product credit: (0.0¢) -
Treatment charge 0.17 0.17

Unit net cash cos! 0.91 0.9€
Depreciation, depletion and amortizat 0.17 0.17
Noncash and nonrecurring costs, - -

Total unit cost: 1.0¢ 1.1:2
Revenue adjustments, primarily for pricing on pperiod

open sales and hedgi (0.02) (0.01)
Other non-inventoriable costs (0.02) (0.02)
Gross profil $ 2.0 $ 1.9¢
Consolidated sale

Copper (millions of recoverable pount 1,12¢ 1,12¢
Year Ended December 31, 20

By-Product Co-Product
Method Method

Revenues, after adjustments shown be $ 1.7C $ 1.7C
Site production and delivery, before net noncagh

nonrecurring costs shown belc 0.6¢ 0.6%
By-product credit: (0.0€) -
Treatment charge 0.1C 0.0¢

Unit net cash cos! 0.7z 0.74
Depreciation, depletion and amortizat 0.17 0.17
Noncash and nonrecurring costs, - -

Total unit cost: 0.8¢ 0.91
Revenue adjustments, primarily for pricing on pperiod

open sales and hedgi (0.09) (0.09)
Other non-inventoriable costs (0.07) (0.01)
Gross profil $ 071 § 0.6¢
Consolidated sale

Copper (millions of recoverable pount 1,09¢ 1,09¢

2007 Compared with 2006 (Pro Form®ecause of the fixed nature of a large portionwof®outh American mining costs, unit costs varyiigantly from period to period depending on volesrof copper sold during the
period. The South American mining operations hdse experienced production cost increases in regeats primarily as a result of higher energy casts costs of other consumables, higher miningscarstl milling rates,
labor costs and other factors. Higher unit sitedpmion and delivery costs in 2007, compared w@i& primarily reflected higher costs at El Abradese of lower copper sales. In addition, highérnet cash costs reflected
the impact of Cerro Verde’s voluntary contributiprograms, including the liability associated witle&l mining fund contributions (refer to “Other Ntig Matters” for further discussion of the Cerrortfe local mining fund
contributions). These higher costs were partiaffged by lower overall costs at Cerro Verde asgedavith significantly higher production resultifgm the new concentrator.

Assuming average prices of $3.00 per pound of coppe achievement of current 2008 sales estimatgstimate that 2008 average unit net cash cmstaif South American mines, including gold andybdenum credits,
would approximate $1.05 per pound of copper.

2006 Compared with 2005 (Pro Form&outh American unit net cash costs for 2006 wegédri than in 2005 primarily because of higher ofiegecosts at Candelaria and El Abra associateld m#intenance, labor and
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other input costs. Additionally, higher unit neshacosts in 2006 reflected higher smelting anachiedi costs at Candelaria and higher costs at G&rde associated with voluntary contribution progsa

Indonesian Mining

PT Freeport Indonesia operates under an agreenadler] a Contract of Work, with the Governmentmddnesia. The Contract of Work allows us to con@ugioration, mining and production activities i24,700-acre area,
referred to as Block A, located in Papua, Indondsialer the Contract of Work, PT Freeport Indonedsa conducts exploration activities (which hadrbsuspended, but resumed in 2007) in an appro&if@f,000acre are:
referred to as Block B, in Papua. All of PT Fre¢pndonesia’s proven and probable mineral reseangiscurrent mining operations are located in Black

We own 90.64 percent of PT Freeport Indonesiautioly 9.36 percent through our wholly owned sulasidiPT Indocopper Investama, and the Governmelmdufnesia owns the remaining 9.36 percent. In 2004, we
received a request from the Indonesian DepartmfeBhergy and Mineral Resources that we offer togt®res in PT Indocopper Investama to Indonesaiomals at fair market value. In response to tbgiest and in view of
the potential benefits of having additional Indaaesownership in our operations, we agreed, atttiva, to consider a potential sale of an inteie&T Indocopper Investama at fair market valudthée our Contract of Work
nor Indonesian law requires us to divest any portibour ownership interest in PT Freeport IndoaesiPT Indocopper Investama.

PT Freeport Indonesia has a labor agreement cayisitmourly paid Indonesian employees, the keyigions of which are renegotiated biannually. Ity 2007, PT Freeport Indonesia and its workers edjte terms for a ne
two-year labor agreement, which expires in Septer@b@9. The estimated annual increase in wagesrthe@ew labor agreement totals approximately®ilion. PT Freeport Indonesia’s relations with therkers’ union
generally have been satisfactory.

Joint Ventures with Rio Tinto plc (Rio Tintin 1996, we established joint ventures with Riot®jran international mining company with headquarie London, England. One joint venture coversApdeport Indonesia’s
mining operations in Block A and gives Rio Tintoydugh 2021, a 40 percent interest in certain assed future production exceeding specified anamalunts of copper, gold and silver in Block A, aafier 2021, a 40
percent interest in all production from Block A.

Operating, nonexpansion capital and administratosts are shared proportionately between PT Fregmnesia and Rio Tinto based on the ratio oft{e)incremental revenues from production fromeysansion
completed in 1998 to (b) total revenues from Bléckncluding production from PT Freeport Indonesigteviously existing reserves. PT Freeport Indianeseives 100 percent of the cash flow from djggtannual amounts
of copper, gold and silver through 2021, calculdigdeference to its proven and probable resersed Becember 31, 1994, and 60 percent of all reimgicash flow. PT Freeport Indonesia recordsoitst jventure interest
using the proportionate consolidation method.

The joint venture agreement provides for adjustménthe specified annual metal sharing amounts tip® occurrence of certain events that cause @meed interruption in production to occur, inchglevents such as the
fourth-quarter 2003 Grasberg open-pit slippagedetatis flow. As a result of the Grasberg slippage debris flow events, the 2004 specified amoutitibatable 100 percent to PT Freeport Indonesieeweduced by 172
million recoverable pounds of copper and 272,0@@verable ounces of gold. Pursuant to the agreene2005 and early 2006 with Rio Tinto, these otidms were offset by increases in the specifiedwants attributable
100 percent to PT Freeport Indonesia totaling 8fanirecoverable pounds of copper and 170,000vexable ounces of gold in 2005, and 110 milliorokesable pounds of copper and 102,000 recoverabieas of gold in
2021.
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The following discussion of our Indonesian minirgeeations covers the years ended December 31, 2008,and 2005.

Years Ended December &

Indonesian Mining Operating Resu 2007 2006 2005
Consolidated Operating Data, Net of Rio T''s Joint Venture Intere:
Copper (millions of recoverable pount
Production 1,151 1,201 1,45¢€
Sales 1,131 1,201 1,457
Average realized price per pou $ 332 $ 31z $ 1.88
Gold (thousands of recoverable ounc
Production 2,19¢ 1,732 2,78¢
Sales 2,18t 1,73¢ 2,790
Average realized price per our $ 680.7¢ $ 566.5° $ 456.27
100% Operating Data, Including Rio Tir's Joint Venture Intere:
Ore milled (metric tons per da
Grasberg open pft 159,10( 184,20 174,20(
Deep Ore Zone (DOZ) underground mthe 53,50( 45,20( 42,00(
Total 212,60( 229,40( 216,20(
Average ore grad
Copper (percen 0.8z 0.8t 1.1z
Gold (grams per metric tol 1.24 0.8t 1.65
Recovery rates (percer
Copper 90.£ 86.1 89.2
Gold 86.2 80.¢ 83.1
Production (recoverable
Copper (millions of pound: 1,211 1,30 1,68¢
Gold (thousands of ounce 2,60¢ 1,82« 3,44C
a. Amount was approximately $606 per ounce beforesa tesulting from redemption of F('s Golc-Denominated Preferred Stock, Serie:
b. Amounts represent the approximate averat ti@oughput processed at PT Freeport Indonesidldacilities from each producing mine.
Indonesian Mining Revenu. A summary of changes in PT Freeport Indonesia’smaes follows:
2007 2006 2005
PT Freeport Indonesia revent— prior year $ 439 $ 3,56¢ $ 1,747
Price realizations
Copper 21¢ 1,531 70€
Gold 25C 191 123
Sales volumes
Coppet (220) 473) 63€
Gold 254 (481) 55E
Adjustments, primarily for copper pricing on prigear open sale 173 19¢ 1)
Treatment charges, royalties and ol 83 (136) (199)
PT Freeport Indonesia revent— current yea $ 4.80¢ $ 43% $ 3,56¢

2007 Compared with 2008uring 2007, realized copper prices at PT Freejpaionesia improved by $0.19 per pound to an aveo&§8.32 per pound, compared with $3.13 per panr2D06. Additionally, realized gold
prices improved by $114.23 per ounce in 2007 texarage of $680.74 per ounce, compared with $568e5bunce in 2006, which included a reduction28.85 per ounce for revenue adjustments assoaidtkdhe first-

quarter 2006 redemption of our Gold-DenominatedePred Stock, Series II.

PT Freeport Indonesia’s share of sales totaledillian pounds of copper and 2.2 million ouncegyofd for 2007, compared with 1.2 billion poundscopper and 1.7 million ounces of gold for 20061l#¢ Grasberg mine, the

sequencing in mining areas with varying ore gradesses fluctuations in the timing of ore production
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resulting in varying quarterly and annual salesagper and gold. Copper sales volumes for 2007edsed, compared to 2006, primarily because of miimra relatively low-grade section of the Grasbepgn pit during the
second half of 2007, partly offset by mining higleee grades during the first half of 2007 and higleeovery rates. The increase in gold sales f6726ompared to 2006, was related to higher ordegrand recovery rates.

Consolidated sales from PT Freeport Indonesiaxgreated to approximate 1.2 billion pounds of copgreat 1.2 million ounces of gold in 2008. PT Fre¢jhedonesia expects to continue mining in a rejivow-grade sectio
of the Grasberg open pit in the first half of 2G08&1 a higher-grade section in the second half 6828pproximately 65 percent of projected 2008 @pgales and 75 percent of projected gold saleBTdfreeport Indonesia
are expected in the second half of the year.

Treatment charges vary with the volume of metald and the price of copper, and royalties vary wlith volume of metals sold and the prices of coppergold. Royalties in 2007 increased to $133ionij/lcompared with
$126 million in 2006, primarily reflecting higheretal prices; partly offset by lower copper salekires. Assuming average prices of $3.00 per potiedmper and $800 per ounce of gold and achievewierurrent 2008
sales estimates for PT Freeport Indonesia, rogalsys would total approximately $120 million ($04€r pound of copper) in 2008.

PT Freeport Indonesia provides approximately 6@qu@rof Atlantic Copper’s copper concentrate rezments at market prices and nearly all of PT SnggRicopper concentrate requirements. Under th8ig&lting contract,
for the first 15 years of PT Smelting’s operatidreginning December 1998, the treatment and refioiregges on the majority of the concentrate PTFetdndonesia provides will not fall below speeifiminimum rates,
subject to renegotiation in 2008. The rate was%$@& pound during the period from the commencero£R{T Smelting’s operations in 1998 until April®0 when it declined to a minimum of $0.21 per phuAT Smelting’s
rate for 2007 was $0.38 per pound and is also éggeo exceed the minimum rate of $0.21 per pouarzDD8.

2006 Compared with 2008uring 2006, realized copper prices at PT Freejpalonesia improved by $1.28 per pound to an aveo&§8.13 per pound, compared with $1.85 per panr2D05. Additionally, realized gold
prices at PT Freeport Indonesia improved by $11fpet4ounce in 2006 to an average of $566.51 peceo@mhich included a reduction of $39.85 per ouioceevenue adjustments associated with the redempf our Gold-
Denominated Preferred Stock, Series Il), comparigl $456.27 per ounce in 2005.

PT Freeport Indonesia’s share of sales decreask@ tuillion pounds of copper and 1.7 million ous@é gold for 2006, compared with 1.5 billion posraf copper and 2.8 million ounces of gold for 2@@Bnarily because of
mining lower ore grades in 2006 compared to théérigyrade material mined in 2005.

Royalties in 2006 increased to $126 million, conepawrith $104 million in 2005, primarily reflectifggher metal prices partly offset by lower salekines.

Indonesian Development Projec During second-quarter 2007, PT Freeport Indonesiapteted the expansion of the capacity of the D@denground operation to allow a sustained rateDgd@ metric tons per day. Total
cost for this expansion was $64 million, with PE€port Indonesia’s 60 percent share totaling $38omi PT Freeport Indonesia’s further expansiornha DOZ mine to 80,000 metric tons of ore per idaynder way with
completion targeted by 2010. The capital costlits further expansion is expected to approxima@0$tillion, with PT Freeport Indonesia’s 60 percehare totaling approximately $60 million. Managetrigelieves that the
success of the development of the DOZ mine, orieeofvorld’s largest underground mines, providedidence in the future development of PT Freepatbiresia’s large-scale undeveloped undergroundanies.

In 2004, PT Freeport Indonesia commenced its “Comméastructure” project, which will provide acse® its large undeveloped underground ore bodiestéd in the Grasberg minerals district througlnael system
located approximately 400 meters deeper than igieg underground tunnel system. In addition toviing access to our underground ore bodies,uheel system will enable PT Freeport Indonesieotadact future
exploration in prospective areas associated witheatly identified ore bodies. The Common Infrastwue project is progressing according to planArdeport Indonesia also has advanced developméné @Grasberg spur
and, as of December 31, 2007, has completed mare%® percent of the tunneling required to reaehGhasberg underground ore body. PT Freeport Irsi@mxpects to initiate multi-year mine developmaetivities in the
first half of 2008. To date, approximately $76 ioiti ($56 million for PT Freeport Indonesia’s shdnay been incurred for the Common Infrastructuogegt. In addition, PT Freeport Indonesia’s shdreapital
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expenditures totaled $58 million in 2007 for infrasture required for development of the undergtbGmasberg ore body.

The Big Gossan underground mine is a high-gradesielpcated near the existing milling complex. Big Gossan mine is being developed as an opere-stipe with backfill consisting of mill tailings drcement, an
established mining methodology expected to be Inighst than the block-cave method used at the D@2 nfProduction is expected to ramp up to full prctébn of 7,000 metric tons per day in late 20\&k(tage annual
aggregate incremental production of 125 million pasiof copper and 65,000 ounces of gold, with REeport Indonesia receiving 60 percent of these anspuAs a result of higher costs and scoping chamgsociated with
this project, we have updated our capital costrexte to approximately $480 million. Capital expeurés incurred to date on this project total $18Hian ($168 million for PT Freeport Indonesia'sask). Recent increases in
labor costs, currency exchange rates and othetroatisen costs, along with changes in scope, hasalted in spending above previous estimates.

Unit Net Cash CostdJnit net cash costs per pound of copper is a meastended to provide investors with informatiomabthe cash-generating capacity of our mining apens expressed on a basis relating to the primary
metal product for our respective operations. Wethisemeasure for the same purpose and for mongaperating performance by our mining operatidimss information differs from measures of performanletermined in
accordance with U.S. GAAP and should not be comsitliz isolation or as a substitute for measurggeoformance determined in accordance with U.S. BAFhis measure is presented by other mining corapaalthough

our measures may not be comparable to similatidtineasures reported by other companies.

The following tables summarize the unit net castsat our Indonesian mining operations for thegeaded December 31, 2007, 2006 and 2005. Faoac#iation of unit net cash costs per pound wdpiction and delivery
costs applicable to sales reported in FCX’s codatdid financial statements, refer to “Productiond®ees and Production Costs.”

Gross Profit per Pound of Copper/per Ounce of Gald Silver

Year Ended December 31, 20

By-Product Co-Product Methoc
Method Copper Gold Silver

Revenues, after adjustments shown be $ 33z $ 3.3z $ 680.7¢ $ 13.31
Site production and delivery, before net noncagh

nonrecurring costs shown belc 1.1¢ 0.8t 172.2¢ 3.37
Gold and silver credit (1.3¢) - - -
Treatment charge 0.34 0.24 4948 0.97
Royalty on metals 0.1Z2 0.0€ 17.0¢ 0.32

Unit net cash cos! 0.2¢ 117 238.7¢ 4.67
Depreciation and amortizatic 0.17 0.12 25.5¢ 0.5C
Noncash and nonrecurring costs, 0.04 0.0¢ 5.9C 0.12

Total unit cost: 0.5C 1.32 270.17 5.2¢
Revenue adjustments, primarily for pricing on p

period open sale 0.02 0.02 1.07 0.02
PT Smelting intercompany profit recogniz 0.01 0.01 171 0.0¢
Gross profil $ 2.8€ $ 204 $ 4133t $ 8.0¢€
Consolidated sale

Copper (millions of recoverable pount 1,131 1,131

Gold (thousands of recoverable ounc 2,18¢

Silver (thousands of recoverable ounc 3,59:
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Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net noncash
nonrecurring costs shown belc

Gold and silver credit

Treatment charge

Royalty on metals
Unit net cash cos!

Depreciation and amortizatic

Noncash and nonrecurring costs,
Total unit cost:

Revenue adjustments, primarily for pricing on p
period open sale

PT Smelting intercompany profit eliminat

Gross profil

Consolidated sale
Copper (millions of recoverable pount
Gold (thousands of recoverable ounc
Silver (thousands of recoverable ounc

By-Product Co-Product Methoc
Method Copper Gold Silver
$ GiE & 3.12 566.52 $ 8.5¢
1.0 0.7¢ 156.2¢ 3.11
(0.99 - - -
0.4C 0.31 60.41 1.2C
0.1C 0.0€ 15.9¢ 0.3Z
0.6C 1.1€ 232.5¢ 4.62
0.1t 0.1Z 23.2¢ 0.4€
0.04 0.02 5.6(C 0.11
0.7¢ 1.3¢ 261.4¢ 5.2C
0.1¢° 0.17 11.5¢ 0.2z
- - (0.37) (0.09)
$ 244 $ 1.97 316.2¢ $ 3.6C
1,201 1,201
1,73¢
3,80¢

a. Amount was approximately $606 per ounce beforesa tesulting from redemption of our G-Denominated Preferred Stock, Series

b. Amount was approximately $12 per ounce before s lesulting from redemption of our Si-Denominated Preferred Stoc

c. Includes a $0.06 per pound loss on the redempfioninGolc-Denominated Preferred Stock, Series I, and a $0e®pound loss on the redemption of our S-Denominated Preferred Stoc
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Year Ended December 31, 20

By-Product Co-Product Methot
Method Copper Gold Silver

Revenues, after adjustments shown be $ 18t $ 18t $ 456.27 $ 6.3€%
Site production and delivery, before net noncagh

nonrecurring costs shown belc 0.6 0.44 107.7F 1.7€¢
Gold and silver credit (0.89) - - -
Treatment charge 0.24 0.1€ 39.7¢ 0.6
Royalty on metals 0.07 0.0% 11.7% 0.1¢

Unit net cash costs 0.07 0.6% 159.2¢ 2.6C
Depreciation and amortizatic 0.14 0.1C 23.7¢ 0.3¢
Noncash and nonrecurring costs, - - 0.52 0.01

Total unit cost: 0.21 0.7t 183.5¢ 3.0C
Revenue adjustments, primarily for pricing on p

period open sale 0.01° 0.0z (1.19 0.0z
PT Smelting intercompany profit eliminat (0.01) (0.01) (2.67) (0.04)
Gross profil $ 164 $ 111 $ 268.9: $ 3.34
Consolidated sale

Copper (millions of recoverable pount 1,457 1,457

Gold (thousands of recoverable ounc 2,79C

Silver (thousands of recoverable ounc 4,73¢

a. Amount was approximately $7 per ounce before aresslting from redemption of our Sik-Denominated Preferred Stoc

b. Net of deferred mining costs of $0.05 per poundlofong the adoption of EITF (-6 on January 1, 2006, stripping costs are no lodgtarred (refer to Note 1 for further discussic
c. Net of deferred mining costs of $0.03 per poundagiper, $7.37 per ounce of gold and $0.12 per oafiséver (see note b abovt

d. Includes less than a $0.01 per pound loss on themption of our SilveDenominated Preferred Stoc

2007 Compared with 2008ecause of the fixed nature of a large portion BHPeeport Indonesia’s costs, unit costs vary Sigamtly from period to period depending on volunoésopper and gold sold during the period.
Higher unit site production and delivery costs @02, compared with 2006, primarily reflected inaesin production costs and lower copper salesweduresulting from mine sequencing in the Grasbpen pit, which
resulted from mining in a relatively low-grade sestduring the second half of 2007. Offsettingsthéactors in the by-product calculation were high@d credits reflecting higher overall gold saledumes and average
realized gold prices in 2007.

PT Freeport Indonesia has also experienced signifincreases in production costs in recent yeamsapily as a result of higher energy costs andscofother consumables, higher mining costs arltihgiirates, labor costs
and other factors. Aggregate energy costs, whighcimate 20 percent of PT Freeport Indonesia’sipetion costs, primarily include purchases of agpnately 100 million gallons of diesel fuel per yeand approximately
700,000 metric tons of coal per year. Diesel pritaage almost tripled and our coal costs are apprately 45 percent higher since the beginning of320he costs of other consumables, including stedlreagents, also have
increased. Additionally, as approximately 15 peta#riPT Freeport Indonesia’s production costs anmeothinated in Australian dollars, our Indonesianing costs have been affected by the stronger Alistrdollar against
the U.S. dollar (refer to “Foreign Currency Exchamjsk” for further discussion).

Unit treatment charges vary with the price of cappad unit royalty costs vary with prices of coppad gold. Market rates for treatment charges li@eeeased since 2006 and will vary based on PdpereIndonesia’s
customer mix. The copper royalty rate payable byrRSeport Indonesia under its Contract of Workesfrom 1.5 percent of copper net revenue at aargmice of $0.90 or less per pound to 3.5 peraeatcopper price of
$1.10 or more per pound. The Contract of Work ryywdte for gold and silver sales is 1.0 percent.

In connection with our fourth concentrator mill exsion completed in 1998, PT Freeport Indonesiaeagto pay the Government of Indonesia additiomgilties (royalties not required by the Contract\adrk) to provide
further
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support to the local governments and the peopteeofndonesian province of Papua (refer to Notefd6further discussion). The additional royalt&e paid on production exceeding specified annuaiuats of copper, gold
and silver expected to be generated when PT Frekptimesia’s milling facilities operate above 2 metric tons of ore per day. PT Freeport Indiaiesoyalty rate on copper net revenues from prodoabove the agre
levels is double the Contract of Work royalty ratad the royalty rates on gold and silver salesifppoduction above the agreed levels are tripledbwetract of Work royalty rates.

As a result of the lower copper production andsat#umes in 2007, compared with 2006, PT Freepddnesia’s unit depreciation rate increased in72@&cause certain assets are depreciated orighstiiae basis, the unit
rate varies with the level of copper production aatks. Additionally, changes to the long-rangeenmifan that impacts Grasberg open-pit reserveswihct unit rates.

Assuming average copper prices of $3.00 per ponddagerage gold prices of $800 per ounce for 20@Baghievement of current 2008 sales estimate§;redport Indonesia estimates that its annual 2@@et cash costs,
including gold and silver credits, would approxie&0.80 per pound. Because the majority of PT En¢épdonesia’s costs are fixed, unit costs varhulie volumes sold and the price of gold, and thierefore, currently
projected to be higher during 2008, compared w72 primarily because of lower projected gold salelumes.

2006 Compared with 2008ligher unit site production and delivery costs @08, compared with 2005, primarily reflected lowafes volumes resulting from mine sequencing irGrasberg open pit, higher input costs
(including energy) and the impact of adopting EOZ=6 (refer to “New Accounting Standards” and Nbter further discussion of EITF 04-6). For 2008itwcosts benefited from the deferral of strippaugts totaling $0.05
per pound.

Gold and silver credits increased in 2006, comparigil 2005, primarily reflecting lower copper saledumes and higher average realized gold priceslittonally, PT Freeport Indonesia had higher wrestt charges in 2006,
compared with 2005, primarily because of higherkearates and higher copper prices, including ffects of price participation under our concentrsdées agreements, and higher royalties becausigheér copper and gold
prices.

Other Mining Matters

Africa. We hold an effective 57.75 percent interest emnTenke Fungurume copper/cobalt mining concessiotie Katanga province of the DRC and are theatpeof the project. FCX is responsible for fundif@percent
of project development costs and, at our joint uenpartner’s election, is also responsible foarficing our partner's share of project overruns ofarthan 25 percent of the feasibility study casineates.

The total capital investment for this project isremtly estimated at approximately $900 millionttwapproximately 35 percent incurred as of DecerBfie2007 (including amounts incurred prior to #vguisition of Phelps
Dodge). Capital cost estimates will continue tadgewed as engineering and construction activjiregress.

The initial project at Tenke Fungurume is basedhdial ore reserve estimates of approximately tfiion metric tons with ore grades of 2.3 perceopper and 0.3 percent cobalt. Operations are ¢éagéa commence durir
2009, with average annual production of approxifye280 million pounds of copper and approximateyriillion pounds of cobalt.

In February 2008, we received a letter from theibtig of Mines, Government of the DRC, seeking coimment on proposed material modifications to ounimg contract for the Tenke Fungurume concessimiyding the
amount of transfer payments payable to the goventyntiee government's percentage ownership and wevoént in the management of the mine, regulariraifacertain matters under Congolese law and theimentation of
social plans. Our mining contract was negotiatadgparently and approved by the Government of R€ Ebllowing extended negotiations, and we beligw®mplies with Congolese law and is enforceahithout
modifications. We are currently working cooperatjvwith the Ministry of Mines to resolve these teas while contining with our project developmeativities.

Cerro Verde. In June 2004, the executive branch of the Peruyese@rnment approved legislation incorporating atyyon mining activities, which would be assesaed graduated rate of up to three percent onaheof
Cerro Verde’s sales, net of certain related experiseJune 2006, an amendment to the royalty lag wa
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approved by the Peruvian Congress, which graneed#ruvian tax authorities the right to levy miniogalties on all mining companies operating inlRéncluding those with stability agreements. Tdiisendment was
subsequently rejected by the executive branch egitbunds that the government cannot modify stgldtjreements entered into with mining companigbaut their consent. However, the government hgsested that all
mining companies make additional payments to looaimunities where they operate during times of mighal prices to partially offset proceeds that lddwave otherwise come from the royalty.

Cerro Verde has provided a variety of communityparpprojects over the years. During 2006, as altre$ discussions with local mayors in the Arequiegion, Cerro Verde agreed to design domestierveatd sewage
treatment plants for the benefit of the region. Sehfacilities are being designed in a modular fasisb that initial installations can be readily anged in the future. The cost associated with éimstruction of these facilities is
currently under review; however, the costs assediatith the first phase of construction of the liies will be split evenly between Cerro Verde ahd local municipalities and is currently estinthé $80 million ($40 millio
for Cerro Verde's share, which has been recordedi@srent liability in our consolidated balancests).

During 2006, the Peruvian government announcedathatining companies operating in Peru will makeaal contributions to local development fundsédive-year period. The contribution is equal t853percent of after-
tax profits, of which 2.75 percent is contributedatlocal mining fund and 1.00 percent to a rediamiaing fund. As the contribution program was leestablished, Cerro Verde negotiated an agreetinanallowed a credit
against contributions to the local mining fund @erro Verde’s contributions made to the Arequiggia® for construction of local water and sewagatireent facilities. During third-quarter 2007, ttereement with the
government was modified to exclude this credit. éxdingly, we recorded a $33 million charge to prtibn and delivery costs in third-quarter 2007, ethincluded the additional liability associatedtwtibe local mining fund
contributions. At December 31, 2007, Cerro Verdikility associated with the local mining fund ¢dhutions totaled $49 million, which is recordesiacurrent liability in our consolidated balanbeets.

PROVEN AND PROBABLE RESERVES

Recoverable proven and probable reserves are éstimeetal quantities from which we expect to bel @dier application of estimated metallurgical nezny rates and smelter recovery rates, where agipéic Recoverable
reserves are that part of a mineral deposit whietestimate can be economically and legally extdaoteproduced at the time of the reserve deteroinaFCX's estimated consolidated recoverable reservesdad8.2 billior
pounds of copper, 41.0 million ounces of gold, l@llon pounds of molybdenum, 230.9 million ouna#ssilver and 0.6 billion pounds of cobalt. Estigtrecoverable reserves were assessed using longrterage prices of
$1.20 per pound for copper, $450 per ounce for galtl $6.50 per pound for molybdenum, compared auith2006 assumptions of $1.00 per pound for coppdr$400 per ounce for gold, and Phelps Dodge’'s 200
assumptions of $1.05 per pound for copper and $2e@@ound for molybdenum. The London spot metakgrfor the past three years averaged $2.65 percbfor copper and $582 per ounce for gold, andviagls Week
Molybdenum Dealer Oxide price averaged $28.90 pengd for molybdenum.

Following provides a summary, by geographic regairgur estimated recoverable proven and probaipeer, gold and molybdenum reserves at Decembe&0BIT,:

Copper Gold Molybdenum
(billion (million (billion
pounds) ounces’ pounds)
North America 25.8 0.2 1.8
South Americé 26.0 1.4 0.2
Indonesie 37.1 39.4 -
Africa 4.3 - -
Consolidated basfs 93.2 41.0 20
Net equity interest 77.0 37.0 19

a.Consolidated basis reserves represent estimatea quetntities after reductions for joint venturetper interests at the Morenci mine in North Amarénd at the Grasberg mining complex in Indont

b. Net equity interest represents our net ownershgrast (i.e., estimated consolidated reserves further redumenhinority interests)
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Net additions to recoverable copper reserves mgroximately 2.3 billion pounds at our North Afnan mines and approximately 1.8 billion poundswat South American mines primarily because of &igirice
assumptions, partly offset by increased costs. & héslitions were partly offset by reductions ofragpmately 0.7 billion pounds at our Indonesian iminoperations primarily because the Dom ore bodg reclassified as
mineralized material following an updated risk asseent of the Dom's proximity to the mill complexdaupdates to the long-term mine plans for the tgrdend ore body. Following provides a rollforwartdthe changes in
our estimated recoverable proven and probable cpgpkl and molybdenum reserves for 2007:

Copper Gold Molybdenum
(billion (million (billion
pounds) ounces’ pounds)
Reserves at December 31, 2606 93.6 42,5 2.0
Net additions/revision 3.5 0.8 0.1
Productior (3.9) (2.3) (0.1)
Reserves at December 31, 2( 93.2 410 2.0

a.Includes Phelps Dodge reserves prior to the ad@pns
Refer to Note 19 for further details of estimatedaverable reserves.
EXPLORATION ACTIVITIES

We are conducting exploration activities near odsteng mines and in other high potential areasiadothe world. Aggregate exploration expenditure2d07 totaled $119 million, and are expected fwaximate $175
million in 2008.

Our exploration efforts in North America includellilng of the Lone Star deposit located approxinfafeur miles from the ore body within the Saffaittrict, as well as targets in the Morenci and @abdistricts, and near
the Henderson molybdenum ore body. In South Amgeiploration is ongoing in and around the Cerrodée Candelaria and Ojos del Salado deposits. tit#fwe are actively pursuing targets outsidehefdrea of initial
development at Tenke Fungurume. The number ofrilysl operating on these and other programs neamme sites has increased from 26 at the end a€M2007 to 55 at year end 2007.

PT Freeport Indonesia’s exploration efforts in Indsia include testing extensions of the Deep Grgsired Kucing Liar mine complex and evaluating éisgn the area between the Ertsberg East and Gmastfineral systems
from the new Common Infrastructure tunnels. Initigll results from the Common Infrastructure tuhaee positive and additional drilling is in prose§Ve continue efforts to resume exploration aiéigiin certain prospectiy
areas in Papua, outside Block A (the Grasberg aoharea).

ATLANTIC COPPER SMELTING & REFINING
Our investment in smelters serves an importantiroteir concentrate marketing strategy. PT Freelpoidnesia generally sells, under long-term comsraapproximately one-half of its concentrate pwdiiun to its affiliated
smelters, Atlantic Copper and PT Smelting, andrémeainder to other customers. Treatment chargesniieiting and refining copper concentrates reptesenst to PT Freeport Indonesia and income tanit Copper and F
Smelting. Through downstream integration, we aseigs placement of a significant portion of PT prgéIndonesias concentrate production. Smelting and refining'gés consist of a base rate and, in certain casirpdce
participation based on copper prices. Higher treatrand refining charges benefit our smelter operatat Atlantic Copper and adversely affect ouning operations in Indonesia and South AmericatiNAdmerican mining
operations are not significantly affected by chanigetreatment and refining charges because thesetions are fully integrated.

Atlantic Copper has a labor contract covering ¢ereployees, which expired in December 2007. Tdreract has been provisionally extended and iseatlyr being renegotiated.
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The following discussion of Atlantic Copper’s optwas covers the years ended December 31, 2005, 200 2005:
Years Ended December &

2007 2006 2005

Gross profil $ 23 $ 90 $ 46
Add depreciation and amortization expe 36 33 29
Other 1 - 3

Cash margit $ 60 $ 123 $ 78
Operating incom: $ 3 $ 74 $ 35
Concentrate and scrap treated (thousands of nieirs} 952 954 97t
Anodes production (millions of pound 56& 581 627
Treatment rates per pou $ 0.27 $ 0.32 $ 0.22
Cathodes sales (millions of pount 55¢ 52¢ 54¢
Gold sales in anodes and slimes (thousands of ey 662 667 5432

2007 Compared with 2006 June 2007, Atlantic Copper successfully completescheduled 23-day maintenance turnaround, wiedha $26 million impact on production and deliveogts in 2007, including the impact of
lower volumes. Major maintenance turnarounds tyficzcur every 12 years for Atlantic Copper, wiilgnificantly shorter term maintenance turnarouind$e interim. The next maintenance activity algAtic Copper is
scheduled for 2011.

Atlantic Copper’s operating cash margin was $60ionilin 2007, compared with $123 million in 2006daoperating income was $3 million in 2007, comgaséth $74 million in 2006. The reduction in AtlantCopper’s
operating cash margin and operating income in 28fl&cted (i) the impact of the scheduled mainteeamrnaround completed in June 2007, (ii) loweatment rates and (iii) higher operating costsltiegufrom a stronger
Euro and increased energy costs.

Atlantic Copper’s treatment charges, including enp@rticipation, which are what PT Freeport Indimesd third parties pay Atlantic Copper to smali afine concentrates, averaged $0.27 per poud0i, compared with
$0.33 per pound for 2006. Market treatment rate® fieen volatile in recent years. After experiegdirtreases in prior years, rates began declimrpD6 as a result of limited concentrate avaighiRssuming average
copper prices of $3.00 per pound for 2008, we exihese rates to average approximately $0.19 pemgpan 2008.

We defer recognizing profits on PT Freeport Indiiessales to Atlantic Copper and on 25 perce®DfFreeport Indonesia’s sales to PT Smelting timilfinal sales to third parties occur. Changebése net deferrals
resulted in an addition to operating income toafi5 million ($8 million to net income or $0.02rshare) in 2007, compared with $32 million ($17lior to net income or $0.08 per share) in 2006 D&tember 31, 2007,
our net deferred profits on PT Freeport Indonesizcentrate inventories at Atlantic Copper and Py to be recognized in future periods’ net imeoafter taxes and minority interests totaled $88om. Assuming
average copper prices of $3.00 per pound and gadspof $800 per ounce for 2008 and current shipgthedules, we estimate the net change in ddfpradits on intercompany sales will result in aorease to netincome
of approximately $40 million in first-quarter 200Bhe actual change in deferred intercompany profiy differ substantially from this estimate be@afchanges in the timing of shipments to affdthsmelters and metal
prices.

2006 Compared with 2003tlantic Copper’s operating cash margin was $12feniin 2006, compared with $78 million in 2005)choperating income was $74 million in 2006, conegarith $35 million in 2005. The
positive results in 2006 primarily reflected higlweratment charges, partially offset by higher eoists.

Atlantic Copper’s treatment charges averaged $pe8%ound in 2006, compared with $0.23 per pour2Db, reflecting higher market rates and pricegigipation under the terms of Atlantic Copper’s centrate purchase
and sales agreements.

DISCONTINUED OPERATIONS
On October 31, 2007, we completed the sale of PBUC|nternational wire and cable business, for3s@@ilion. Income from discontinued operations teta$35 million in 2007, after taxes and transactosts related to the
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sale. The transaction generated after-tax prooefaigproximately $650 million (net proceeds of $58iflion after taxes, transactioelated costs and PDIC cash). As a result of thes tee operating results of PDIC have b
removed from continuing operations and reportedissontinued operations in the consolidated statésnef income. Although not separately identifiadhie consolidated statements of cash flows, operatsh flows from
discontinued operations for the period March 2@72@hrough December 31, 2007, totaled $48 millitime absence of PDIC cash flows is not expectdate a material impact on operating results or fas¥s in future
periods.

Refer to Note 4 for further discussion of disconéd operations.

CAPITAL RESOURCES AND LIQUIDITY
Our operating cash flows vary with prices realif®in copper, gold and molybdenum sales, our pradndevels, production costs, cash payments foorime taxes and interest, other working capital ckarand other factors.
Based on current mine plans and subject to futapper, gold and molybdenum prices, we expect tegeea cash flows during 2008 significantly greditan our budgeted capital expenditures, schedwdbtmaturities,
minority interest distributions, dividends and atbash requirements.
Following the significant increase in our debt asated with the acquisition of Phelps Dodge, wegtha high priority on debt reduction and achieveningful debt reductions since the acquisitiomiiy 2007, we fully
repaid the original $10.0 billion in term loan bmwings under the $11.5 billion senior credit fagilising a combination of equity proceeds and ivaly generated cash flows (refer to “Financingiities” for further
discussion).
Cash and Cash Equivalents
At December 31, 2007, we had consolidated casltasid equivalents of $1.6 billion. The following l@beflects the U.S. and international componentoasolidated cash and cash equivalents for thesyended December
31, 2007 and 2006 (in billions):

December 31

2007 2006
Cash from U.S. operatiol $ 01 $ =
Cash from international operatio 15 0.¢
Total consolidated cash and cash equival 1.6 0.c
Less: minority interes’ share 0.9 -
Cash, net of minority intere!’ share 1.3 0.c
Withholding taxes if distributedl (0.2) (0.1)
Net cash available to FC $ 11 % 0.€

a.Cash at our international operations is subjeébieign withholding taxes of up to 22 percent upepatriation into the U.<

Operating Activities
We generated operating cash flows totaling $6/®hifor 2007, including $1.1 billion from workingapital sources, compared with $1.9 billion for @00et of $114 million used for working capital. @ating cash flows for
2007 included $4.1 billion of additional cash flofwsm Phelps Dodge’s operations beginning March2207, and also benefited from higher metals prices

Net cash provided by operating activities totalédbillion for 2006, net of $114 million used faorking capital, compared with $1.6 billion for Z0ncluding $179 million from working capital s@as. Operating cas
flows for 2006 benefited from higher net incomenmarily associated with higher metals prices.

Operating activities are expected to generate ipesiash flows for the for ble future basedniitipated operating results and metal priceseBas estimated sales volumes for 2008 (refer tatlt®©k”) and assuming
average prices of $3.00 per pound of copper, $&8@@pnce of gold and $30 per pound of molybdenun2@®8, operating cash flows would approximate #®h, which is net of approximately $800 millidor working
capital uses, including the $598 million paymentman January 2008 to settle the 2007 copper pricection program. In the first half of 2008, wélwse a portion of our $1.5 billion revolving di¢ facilities primarily
because
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of significant working capital requirements, whieke expect to repay in the second half of 2008. ¢t pricing assumptions for the year, second-Ba0d8 operating cash flows would be significartigher than the first
half.

Investing Activities
On March 19, 2007, we issued 136.9 million shafesommon stock and paid $13.9 billion (net of cashuired) to acquire Phelps Dodge (refer to Ndiar 2urther discussion).

Capital expenditures, including capitalized intérestaled $1.8 billion for 2007, compared with $2%illion for 2006 and $143 million for 2005. Thecrease in capital expenditures for 2007, compaitd2006 and 2005,
primarily resulted from the addition of Phelps Dedmpital spending beginning March 20, 2007. Femériod March 20, 2007, through December 31, 268fital expenditures from Phelps Dodge’s operatiotaled $1.3
billion, including $345 million associated with ti8afford project in Arizona and $218 million assded with the Tenke Fungurume project in the DRISoAncluded in capital expenditures for 2007 wa8Xmillion for
development expenditures at Big Gossan and $5&milbr infrastructure required for the developmehthe underground Grasberg ore body.

During 2006, capital expenditures in Indonesiatdeld $56 million for Big Gossan, $23 million foetBrasberg underground ore body, $17 million ferBOZ expansion and $9 million for the Common Isfracture projec
During 2005, capital expenditures included $19imillfor the Common Infrastructure project and $liiom for the DOZ expansion.

Capital expenditures, including $1.3 billion for jovaprojects, are expected to approximate $2.4obilfor 2008, and average $1.8 billion per yeardkie next three years. Following is a summaryxpeeted capital
expenditures in 2008 associated with major projects

Tenke Fungurume mine developm $ 50C
Climax molybdenum mine reste 25C
Incremental expansiofis 18E
Big Gossan mine developme 16C
El Abra sulfide mine 70
Other major project 13¢

$ 1,30(

a.We are continuing to evaluate expansion opporemiissociated with existing ore bodies. As arainstiep, we are pursuing incremental expansioMoagnci, Sierrita, Bagdad and Cerro Verde. Thequisj will require a
capital investment of approximately $400 milliordeare expected to provide incremental productiompiag up to over 200 million pounds of copper amdillion pounds of molybdenum by 2011. Detailed ieegring for
these projects is under we

Capital costs have been affected by the pricesmfticosts, including energy, equipment, matesals supplies, and labor. We will continue to updair capital cost estimates as engineering anstreaion activities
progress on our major projects.

During 2007, we received net proceeds of $597 anilissociated with the sale of PDIC (refer to Nbfer further discussion), and also received prdsdeom the sales of assets totaling $260 milliimarily related to sales
of marketable securities.

Financing Activities

At December 31, 2007, we had $7.2 billion in déftluding $6.0 billion in acquisition debt, $0.8liain of debt assumed in the Phelps Dodge acqaisiind $0.4 billion of previously existing debt.donnection with
financing the acquisition of Phelps Dodge, we us2@ billion of available cash (including cash &aced from Phelps Dodge) and funded the remaindér term loan borrowings totaling $10.0 billion undenew $11.5
billion senior credit facility and from the offegrof $6.0 billion in senior notes (which generated proceeds of $5.9 billion).

Following the close of the acquisition and in adzarce with our plan to reduce debt, during 2007fulfg repaid the $10.0 billion in term loans (inding incremental borrowings and payments of apiprately $2.5 billion)
using a combination of equity proceeds and intéyrganerated cash flows. The equity transactionkided the sale of 47.15 million shares of comntonlsat $61.25 per share for net proceeds of $#li8rband 28.75
million shares
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of 6%% Mandatory Convertible Preferred Stock farpreceeds of $2.8 billion. In addition to repayig term loans, we had net repayments of othertdedding $325 million in 2007.

During 2006, we had a net reduction to debt of $iflon, including the following transactions:

« $317 million for the completion of a tender offerdsprivately negotiated transactions to induce eosion of our 7% Convertible Senior Notes into F&¥nmon stock.

« $167 million for the mandatory redemption of ourl@-Denominated Preferred Stock, Series

« $13 million for the final mandatory redemption afr&Silver-Denominated Preferred Stock.

« $11 million for ope-market purchases of our 4@ Senior Notes
During 2005, we had a net reduction to debt of $®@8on, including the following transactions:

« $251 million for privately negotiated transactidnsnduce conversion of a portion of our 7% ConibéetSenior Notes into FCX common stock.

« $231 million for open-market purchases, includi)@g16 million of our 1% Senior Notes, (ii) $11 million of our 7.50% SeniMotes and (iii) $4 million of our 7.20% Senior tés.

« $187 million to prepay certain bank debt.

« The partial mandatory redemption of $13 millionoof Silver-Denominated Preferred Stock.
Following the debt repayments during 2007, we 8% million in debt maturities for 2008 and $212limin for the three-year period of 2009 through 201
In February 2008, we purchased, in an open mariesaction, $33 million of the 9.5% Senior Notes$#46 million, which will result in a net charge $ million ($5 million to net income) in first-qtter 2008.
We have $1.5 billion in revolving credit facilitielsie in March 2012. The revolving credit facilitexe composed of (i) a $1.0 billion revolving ctefdkility available to FCX and (i) a $0.5 billiorevolving credit facility
available to both FCX and PT Freeport Indonesia fHgility available to FCX and PT Freeport Indaaeepresents an amendment to the FCX and PT Fteeplonesia revolver that was scheduled to matug909.
Effective February 19, 2008, interest on the reivmj\credit facilities accrues at the London Interh®ffered Rate (LIBOR) plus 0.75 percent, subjean increase or decrease in the interest ratgimbased on the credit
ratings assigned by Standard and Poor’s Rating@erand Moody’s Investor Services. At December2BD7, no amounts were outstanding under the rengbredit facilities; however, we have drawn oedé facilities in
2008 to cover certain working capital requirememtsich we expect to repay in the second half of®2@a February 22, 2008, we had $471 million ofroerings and $62 million of letters of credit issuettler the facilities,
resulting in total availability of $967 million ued the facilities.
In December 2007, our Board of Directors approveea open market share purchase program for up tifion shares. As of February 22, 2008, no shé®e been purchased under this program. Thegdiofifuture
purchases of our common stock is dependent on faatyrs, including the price of our common shaces,operating results, cash flows and financiaits copper, gold and molybdenum prices, and gerezonomic and
market conditions. This program replaces our previopen market share purchase program that was\agzbin 2003 for up to 20 million shares and unaeich we acquired 2.0 million shares for $100 raili($49.94 per
share average) in 2006 and 2.4 million shares86rrillion ($33.83 per share average) in 2005.
In February 2003, our Board of Directors authoriaacannual cash dividend on our common stock &8per share, and authorized increases in the hoasia dividend in October 2003 to $0.80 per shiar®ctober 2004 to
$1.00 per share and in November 2005 to $1.25hmesIn December 2007, our Board of Directorsdéased our annual cash dividend on our common $aiek current rate of $1.75 per share, which sated and paid at a
quarterly rate of $0.4375 per share beginning ioréary 2008.
Additionally, since December 2004, we have paidvegyipplemental dividends totaling $995 million @& per share). In 2007, common stock dividends fmaled $421 million ($1.25 per share). In 208@nmon stock

dividends paid totaled $916 million ($4.75 per shaincluding four supplemental dividends totalB&y8 million ($3.50 per share). In 2005, commorlstdividends paid totaled $453 million ($2.50 pear), including three
supplemental dividends totaling $272 million ($1f0 share).
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Based on outstanding common shares on Decemb&081, our annual common stock dividend totals axiprately $670 million. On December 27, 2007, FCXldeed a regular quarterly dividend, which was paid
February 1, 2008, to common shareholders of reabtide close of business on January 15, 2008. &blamtion and payment of dividends is at the dison of our Board of Directors. The amount of ourrent quarterly cash
dividend on our common stock and possible paymeatiditional future supplemental cash dividendd kgl dependent upon our financial results, cashirements, future prospects and other factors ddeslevant by our
Board of Directors.

In 2007, preferred stock dividends paid totaledSfifllion representing dividends on our 5%2% ConitéetPerpetual Preferred Stock and 6%:% Mandatoryw€xible Preferred Stock. In both 2006 and 200&fgsred stock
dividends totaled approximately $61 million repretieg dividends on our 5%2% Convertible Perpetuaf@red Stock.

Each share of our 5%2% Convertible Perpetual PedeBtock was initially convertible into 18.8019 s#saof our common stock. The conversion rate igstdple upon the occurrence of certain eventsydiog any quarter th.
our common stock dividend exceeds $0.20 per siara.result of the quarterly and supplemental comstock dividends paid through February 1, 2008heshare of preferred stock is now convertible Bt2924 shares of
FCX common stock, or an aggregate of approxim&8aly million shares of FCX common stock. Beginniigrch 30, 2009, we may redeem shares of the 5%2%eZtinle Perpetual Preferred Stock by paying cash,
common stock or any combination thereof for $1,080share plus unpaid dividends, but only if ounown stock has exceeded 130 percent of the convepsice for at least 20 trading days within a pef 30 consecutive
trading days immediately preceding the notice dereption. On December 27, 2007, FCX declared daeguarterly dividend of $13.75 per share of FC&%% Convertible Perpetual Preferred Stock, whiels paid on
February 1, 2008, to shareholders of record atline of business on January 15, 2008.

In March 2007, we sold 28.75 million shares of 6¥#ndatory Convertible Preferred Stock, which wilt@matically convert on May 1, 2010, into betweppraximately 39 million and 47 million shares of X€ommon
stock. The conversion rate is adjustable upon ¢icervence of certain events, including any qudttat our common stock dividend exceeds $0.3125Ipare. However, adjustments that do not exceegervent are carried
forward and must be made no later than August cif gaar. For this reason, no adjustment was regjiirée made as a result of the quarterly commuekstividend paid on February 1, 2008. Holders mlagt to convert at
any time prior to May 1, 2010, at a conversion exjaal to 1.3605 shares of common stock for eaarestf 63:% Mandatory Convertible Preferred Stoak.B@cember 27, 2007, FCX declared a regular quadaridend of
$1.6875 per share of FCX's 6%% Mandatory Convertitieferred Stock, which was paid on February 082t shareholders of record at the close of lassion January 15, 2008.

Annual preferred stock dividends on our 5%2% CoriblerPerpetual Preferred Stock and 6%:% Mandatoryv€xible Preferred Stock total approximately $25i8iion.

Cash dividends paid to minority interests in 208faled $967 million reflecting dividends paid te thinority interest owners of PT Freeport Indonesid our South America mines, including $288 milfor the minority
partners’ share of the dividend paid by Cerro VendBecember 2007. Cash dividends of $161 millio2006 and $125 million in 2005 primarily refleévidends paid to the minority interest owners of R€eport Indonesia.

We have restricted payment covenants in our $1iirbsenior revolving credit facilities and the $@illion in senior notes used to finance the ésitjon of Phelps Dodge, and also in od% Senior Notes. The amount
available for dividend payments, purchases of ommon stock and other restricted payments as oéber 31, 2007, was approximately $5.1 billion urttle $1.5 billion senior revolving credit faciés, approximately
$8.4 billion under the $6.0 billion in senior notsd approximately $7.4 billion under thi&% Senior Notes.
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DEBT MATURITIES AND OTHER CONTRACTUAL OBLIGATIONS

Below is a summary of our total debt maturitie®atember 31, 2007:

2008 2009 2010 2011 2012 Thereaftel
Equipment loans and oth $ 31 $ 48 $ 22 $ 22 $ 74 $ 85
Senior Notes — — — 11¢ — 6,80¢
$ 31 $ 48 $ 22 $ 141 $ 74 $ 6,894

In addition to debt maturities shown above, we hather contractual obligations, which we expedutud with projected operating cash flows, availatriedit facilities or future financing transactioifsnecessary. A summary
of these various obligations at December 31, 26fibws:

Less Thar Years Years
Total 1 Year 2-3 4-5 Thereaftel
Scheduled interest payment obligatiéns $ 539 $ 58C $ 1,15¢ $ 1,13¢ $ 2,528
Reclamation and environmental obligatiﬁns 8,82¢ 24¢ 532 421 7,628
Take-or-pay contracfs 2,28¢ 1,53¢ 542 184 24
Operating lease obligatiol 103 26 45 30 2
Atlantic Copper obligation to insurance comp&ny 95 11 21 21 42
PT Freeport Indonesia mine closure and reclamétiod ® 18 1 1 1 16
Total contractual cash obligatiohs $ 16,72t $ 2,40t 8 2,30C $ 179t 8 10,23(

a.Scheduled interest payment obligations were caiedlasing stated coupon rates for fi-rate debt and interest rates applicable at DeceBhe2007, for variab-rate debt

b. Represents estimated cash payments, on an esdadeisgdassociated with reclamation and environabewtivities. The timing and the amount of theagrpents could change as a result of changes ittategy
requirements, changes in scope and costs of retiamactivities and as actual spending occurs.eRf Note 15 for additional discussion of envir@mntal and reclamation matte

c. Represents contractual obligations for purchase®ofls or services that are defined by us as agnetsrthat are enforceable and legally binding Aatigpecify all significant terms. Take-or-pay trants primarily
comprise the procurement of copper concentratesatimbdes ($1.7 billion) and transportation ($274llien). Some of our take-or-pay contracts areledtbased on the prevailing market rate for theise or commodity
purchased, and in some cases, the amount of thal attligation may change over time because of etaréinditions. Obligations for copper concentrates cathodes provide for deliveries of specifietimes, at market-
based prices, to Atlantic Copper and the North Acagr mining sales company. Transportation oblayetiare primarily for South American contractedascieight rates and for North American natural assportation

d. In August 2002, Atlantic Copper complied with Spemiegislation by agreeing to fund 7.2 million esemnually for 15 years to an approved insuranogpeny for an estimated 72 million euro contractlgdigation to
supplement amounts paid to certain retired empky&tantic Copper had $72 million recorded forsthbligation at December 31, 20(

e.Represents PT Freeport Indon’s commitments to contribute amounts to a cash flesigned to accumulate at least $100 million byethe of our Indonesian mining activities to payune closure and reclamatic

f. This table excludes certain other obligations in@ansolidated balance sheets, including estimiatieding for pension obligations as the funding mayy from year-to-year based on changes in thevédire of plan assets
and actuarial assumptions and Financial Accouriragndards Board (FASB) Interpretation No. 48, “Aatting for Uncertainty in Income Taxes — an intetption of FASB Statement No. 109" (FIN 48), lidtiels totaling
$115 million that relate to unrecognized tax besefihere the timing of settlement is not determi@abhis table also excludes purchase orders foptlrchase of inventory and other goods and sesti represent
contractual obligations, as purchase orders tylyicapresent authorizations to purchase rather tiiagding agreement

In addition to the debt maturities and other carttral obligations shown above, we have other comanits, which we expect to fund with projected opegecash flows, available credit facilities ordu¢ financing

transactions, if necessary. These include (i) REEport Indonesia’s commitment to provide one peroéits

109




Table of Contents

annual revenue for development of the local pewpits area of operations through the Freeportrfeaship Fund for Community Development, (i) Cevierde’s local mining fund contributions equal t&3 percent of after-
tax profits and (jii) other commercial commitmerits;luding standby letters of credit, surety boads guarantees (refer to Notes 15 and 16 for fudttseussion).

HEDGING ACTIVITIES

In connection with the acquisition of Phelps Dodge,acquired certain derivative instruments enténtmiby Phelps Dodge. The most significant of éhdsrivatives are the 2007 zero-premium coppear(lconsisting of
both put and call options) and copper put optidras matured on December 31, 2007 (refer to Note Tlgse derivative instruments did not qualify liedge accounting and were adjusted to fair markielevbased on the
forward price curve and implied volatility as oktlast day of the respective reporting period, whthgain or loss recorded in revenues.

The zero-premium copper collars covered approxitndi®6 million pounds of 2007 copper sales. Martarket accounting adjustments on these contraststeel in charges to revenues totaling $175 mil{f2106 million tc
net income or $0.27 per share) from March 20, 2@@dugh December 31, 2007. The 2007 zero-preminpper collar price protection program matured ocddeber 31, 2007, and in January 2008, we paid $#&8i8&n to
settle the program. We also had in place coppeoptitns at a strike price of $0.95 per pound fapraximately 730 million pounds of 2007 copper salehich expired on December 31, 2007, withoulesetnt. FCX does
not currently intend to enter into similar hedgimggrams in the future.

ENVIRONMENTAL AND RECLAMATION MATTERS

Environmental

In the U.S., we are subject to stringent fedetatesand local environmental laws and regulatibias govern emissions of air pollutants; dischaafesater pollutants; and generation, handling,ajerand disposal of
hazardous substances, hazardous wastes and otitamaterials. We also are subject to potentidlilises arising under CERCLA or similar state lathst impose responsibility on persons who arrarigethe disposal of
hazardous substances, and on current and prewmer® and operators of a facility for the cleanfipazardous substances released from the fadilitythe environment, including damages to natwsburces.

Phelps Dodge and many of its affiliates and presmecompanies have been involved in mining, nglimd manufacturing in the U.S. for more than dumgn Activities that occurred in the late T&entury and the 26
century prior to the advent of modern environmelaaks were not subject to environmental regulatiod were conducted before American industrial carigsaunderstood the long-term effects of their apjiens on the
surrounding environment. With the passage of CER@L2980, companies like Phelps Dodge became kegadiponsible for environmental remediation on praps previously owned or operated by them, iretipe of
when the damage to the environment occurred oraslused it. That liability is often shared on a {@nd several basis with all other owners and dpesameaning that each owner or operator of tbegnty is fully
responsible for the clean-up, although in many saseme or all other historical owners or operatoronger exist, do not have the financial abil@yrespond or cannot be found. As a result, becafisur acquisition of
Phelps Dodge, many of the subsidiary companiesameawn are responsible for a wide variety of envinental remediation projects throughout the U.&d,\&e expect to spend substantial sums annualiynéay years to
address those remediation issues. Various of disidiaries previously have been advised by the BrSironmental Protection Agency, the Departmerthefinterior, the Department of Agriculture angtes@l state agencies
that, under CERCLA or similar state laws and retjoites, they may be liable for costs of respondimgrtvironmental conditions at a number of sites ttlaae been or are being investigated to determirether releases of
hazardous substances have occurred and, if seyap and implement remedial actions to addregsa@mmental concerns.

At the acquisition date, Phelps Dodge's historazalironmental obligations of $385 million were bésa accounting guidance provided by SFAS No. Ectunting for Contingencies,” and American Insétof Certified
Public Accountants Statement of Position (SOP) 9@&fhvironmental Remediation Liabilities,” whichqeire that an estimated loss be recorded for adosgngency if, prior to the issuance of the fici@hstatements, it is
probable that a liability had been incurred andatmunt of loss can be reasonably estimated. Ansaecbrded under this guidance are generally nuidered fair value. FCX has an environmental agdllgroup dedicated
to the ongoing review and monitoring of environnemémediation sites. At the acquisition date,l#igest environmental remediation sites assumed wedergoing studies to evaluate the extent oéttivronmental
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damage and the available remedies. Advancemehesétstudies and consideration of alternative re@sethd cost sharing arrangements resulted inaoulation of the estimated fair values being appately $900 millior
greater than the historical Phelps Dodge estimdteaccordance with the purchase method of acaouyimte have recorded the assumed environmentajatfins at their estimated fair values of approxélya$1.3 billion.
Significant work is expected to be completed intlegt several years to remediate these sites.rAhigeallocation of the purchase price associatitidl tve Phelps Dodge acquisition is finalized istfiquarter of 2008, future
estimates of environmental obligations will be mefgal in accordance with SFAS No. 5 and SOP 96ghnifitant adjustments to these reserves could diecilme future.

In 2005, PT Freeport Indonesia agreed to partieipathe Government of Indonesia’s PROPER progtarivlarch 2006, the Indonesian Ministry of Envirommhannounced the preliminary results of its PROPER
environmental management audit, acknowledging tfeetiveness of PT Freeport Indonesia’s environmemianagement practices in some areas while maleimgral suggestions for improvement in others. Yéenarking
with the Ministry of Environment to address theuiss raised as we complete the audit process.

In connection with obtaining our environmental apis from the Indonesian government, we commitibggerform a one-time environmental risk assessmeithe impacts of our tailings management plan.céfapleted
this extensive environmental risk assessment wiherthan 90 scientific studies conducted over f@mars and submitted it to the Indonesian governimeDecember 2002. We developed the risk assesssthet with input
from an independent review panel, which includgatesentatives from the Indonesian government, awi&dand non-governmental organizations. The risaswe identified during this process were in kvith our impact
projections of the tailings management programaioet in our environmental approval documents.

The cost of complying with environmental laws iiadamental cost of our business. In 2007, we imclaggregate environmental capital expenditurdso#imer environmental costs (including our joinbttge partners’
shares) of $320 million, including $228 million imced since March 20, 2007, related to the acqubfeelps Dodge operations, for programs to comptf epplicable environmental laws and regulatiorss #ffect our
operations. Aggregate environmental capital expanel and other environmental costs totaled $6Bomiin 2006 and $44 million in 2005. In 2008, wepect to incur approximately $520 million of aggaégyenvironmental
capital expenditures and other environmental cegigch are part of our overall 2008 operating bud@le increase in projected 2008 amounts, compaithd2007, primarily relates to ongoing environrtercompliance and
related capital costs, plus increased expendinmezccelerated reclamation and remediation a@#viti

Refer to Note 15 for additional information on sfgrant environmental matters.

Asset Retirement Obligations

We recognize asset retirement obligations (ARO4ighdlities when incurred, with the initial measanent at fair value. These liabilities are accreeefilll value over time through charges to incofReclamation costs for
future disturbances are recorded as an ARO in¢hieg of disturbance. Our cost estimates are refteon a third-party cost basis and comply withlegal obligation to retire tangible, long-livedsass as defined by SFAS
No. 143. Refer to Note 1 for further discussiomof accounting policy for reclamation and closusts.

At December 31, 2007, we had $728 million recorfigdd\ROs in current and long-term liabilities orethonsolidated balance sheets. ARO costs may Be@adecrease significantly in the future as alte$ changes in
regulations, engineering designs and technologynipenodifications or updates, mine plans, cosinflation or other factors and as actual reclanrapending occurs. ARO activities and expenditgezeerally are made over
an extended period of time commencing near theoétite mine life; however, certain reclamation wities could be accelerated if required, or if ttaeg determined to be economically beneficial.

Legal requirements in New Mexico, Arizona and Catto’s require financial assurance to be providedHe estimated costs of reclamation and closamuding groundwater quality protection programs Wave satisfied
financial assurance requirements by using a vadgetgechanisms, such as third-party performanceagiees, financial capability demonstrations, tfusts, surety bonds, letters of credit and calédtérhe applicable
regulatory requirements provide financial strertgts to support third-party performance guarara@esfinancial capability demonstrations, which @esigned to confirm a company'’s or third-party raméor’s financial
capability to fund future estimated reclamation alwure costs. The amount of financial assurai@ i5 required to provide will vary with changeslaaws, regulations and reclamation and closure estinates. At
December 31, 2007, we had trust assets totaling $8Hion that are designated for funding globatlaenation
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and remediation activities, of which $106 millianlégally restricted to fund a portion of our ARfs Chino, Tyrone and Cobre as required by New Mexegulatory authorities.

Additionally, in 1996, PT Freeport Indonesia begantributing to a cash fund ($10 million balancé®atember 31, 2007) designed to accumulate at$da@ million (including interest) by the end ofrdndonesian mining
activities. We plan to use this fund, including med interest, to pay mine closure and reclamatasts. Any costs in excess of the $100 million furwdild be funded by operational cash flow or otmirces.

Refer to Note 15 for additional information on asstirement obligations.
DISCLOSURES ABOUT MARKET RISKS

Commodity Price Risk

Our consolidated revenues include (i) PT Freepafohesia’s sale of copper concentrates, whichasatain significant quantities of gold and silv@i), Atlantic Copper’s sale of copper anodes, capgsthodes and gold in
anodes and slimes, and, (i) beginning March 2072 the sale of copper, gold, molybdenum and atretals and metal-related products by Phelps Dddgesolidated revenues, net income and cash flamssignificantly
with fluctuations in the market prices of coppesldgand molybdenum, sales volumes and other fadBarsed on projected sales volumes (excluding @seth copper and molybdenum) for the next two yaadsassuming an
average price of $3.00 per pound of copper, $80@pece of gold and $25 per pound of molybdenumfipact on our annual cash flow would approxin$&@5 million for each $0.20 per pound change irpeopprices, $5
million for each $50 per ounce change in gold fiaad $100 million for each $2 per pound changeatybdenum prices. Additionally, the impact on aanual net income would approximate $490 milliondach $0.20 per
pound change in copper prices, $45 million for e®66 per ounce change in gold prices and $100amiftor each $2 per pound change in molybdenum grice

Approximately two-thirds of our copper is sold ionzentrate and cathodes and the remaining oneithawld primarily as rod (principally from our NbrAmerican operations). Substantially all of oancentrate sales
contracts and some of our cathode sales contremtgp final copper pricing in a specified futurerfpd (generally one to four months from the shiptrdate) based on quoted LME or COMEX prices. Wienaltely receive
market prices based on prices in the specifiedéuperiod; however, the accounting rules appliethése sales result in changes recorded to revemtiéshe specified future period. We record revemand invoice customers
at the time of shipment based on then-current LME©@MEX prices, which results in an embedded déeaon our provisional priced concentrate and cdéhsales that are adjusted to fair value throwaghiegs each period
until the date of final pricing. To the extent fiqices are higher or lower than what was recomted provisional basis, an increase or decreassvémues is recorded each reporting period umidate of final pricing.
Accordingly, in times of rising copper prices, savenues during a quarter will benefit from higheces received for contracts priced at currentketarates and also from an increase related téirthbpricing of provisionally
priced contracts entered into in prior periodsjnimes of falling copper prices, the opposite occ@unsolidated revenues for 2007 include net amtutior adjustments to the fair value of embeddggper derivatives in
concentrate and cathode sales contracts of $11&mhet of an adjustment of $43 million relatedtie final pricing of sales entered into in thpyear), compared with net additions of $158 imillin 2006 (including an
adjustment of $132 million related to the finalgimg of sales entered into in the prior year) ah@@million in 2005 (including an adjustment of $hdlion related to the final pricing of sales ereté into in the prior year).

At December 31, 2007, we had provisionally pricedper sales totaling 402 million pounds (net of anity interests) recorded at an average price dd&per pound, subject to final pricing over thetreeveral months. We
estimate that each $0.05 change in the price eshfiom the December 31, 2007, pricing would havegproximate $27 million impact on our 2008 coitsikd revenues ($14 million impact to consolidatetlincome).

On limited past occasions, in response to markeditions, we have entered into copper and goldepiotection contracts for a portion of our expedtegure mine production to mitigate the risk of/atse price fluctuations.
In connection with the acquisition of Phelps Dodge,assumed the 2007 copper price protection pnogaghich matured on December 31, 2007, and seittiddnuary 2008 (refer to “Hedging Activities” aNdte 17 for
further discussion). FCX does not currently intéménter into similar hedging programs in the fatur
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Foreign Currency Exchange Risk

The functional currency for most of our operatigsthe U.S. dollar. All of our revenues and a sfigant portion of our costs are denominated in Wd@lars; however, some costs and certain assetiahility accounts are
denominated in local currencies, including Indoaesupiah, Australian dollars, Chilean pesos, Rarumuevo soles and euros. Generally, our restétpasitively affected when the U.S. dollar strévegis in relation to those
foreign currencies and adversely affected wherikig dollar weakens in relation to those foreignmencies.

PT Freeport Indonesia’s labor costs are mostlyatupienominated. One U.S. dollar was equivalent38®rupiah at December 31, 2007, 8,989 rupiaheaebhber 31, 2006, and 9,825 rupiah at Decemb&0®b. Based on
estimated annual payments of 2.1 trillion rupiahdperating costs and an exchange rate of 9,39@hup one U.S. dollar, a one-thousand-rupiah @msedn the exchange rate would result in an apprabe $22 million
decrease in aggregate annual operating costs; ane-thousand-rupiah decrease in the exchangevoatlel result in an approximate $27 million increasannual operating costs.

Approximately 15 percent of PT Freeport Indonespajected purchases of materials, supplies andcgsrfor 2008 are denominated in Australian dell@ne Australian dollar was equivalent to $0.8B@tember 31, 2007,
$0.79 at December 31, 2006, and $0.73 at Decenih@0B5. Based on estimated annual payments ofr@#ién Australian dollars and an exchange rat$@88 to one Australian dollar, a $0.01 increaséemrease in the
exchange rate would result in an approximate $8anithange in annual operating costs.

The majority of Atlantic Copper’s revenues are daimated in U.S. dollars; however, operating costiser than concentrate purchases, and certainasdéiability accounts are denominated in eurdtariic Copper’s
estimated annual euro payments total approximd@@ymillion euros. One euro was equivalent to $adbDecember 31, 2007, $1.32 at December 31, 206$1.18 at December 31, 2005. Based on estiraatadhl
payments of approximately 100 million euros an@achange rate of $1.47 to one euro, a $0.05 inereadecrease in the exchange rate would resalt ipproximate $5 million change in annual opegatiosts.

At our South American mining operations, labor sastd local supply costs are mostly denominatédanocal currencies. One U.S. dollar was equivated98 Chilean pesos and 3.05 Peruvian nueve solBecember 31,
2007, 532 Chilean pesos and 3.20 Peruvian nuees stlDecember 31, 2006, and 514 Chilean peso3.48dPeruvian nuevo soles at December 31, 200%dBars estimated annual payments of 215 billionézimlpesos for
operating costs and an exchange rate of 498 Chileaos to one U.S. dollar, a ten-peso increase@edse in the exchange rate would result in aroappate $9 million change in aggregate annual afjrey costs. Based on
estimated annual payments of 425 million Peruviaevo soles for operating costs and an exchang®f&©5 Peruvian nuevo soles to one U.S. doll@18 nuevo sol increase or decrease in the exehatg would result in
an approximate $5 million change in aggregate aroperating costs.

Interest Rate Risk
At December 31, 2007, we had total debt of $7.@obil of which approximately 18 percent was varéatate debt with interest rates based on LIBOReruro Interbank Offered Rate (EURIBOR). The tdtglow presents
average interest rates for our scheduled matuofigsincipal for our outstanding debt and the tedifair values at December 31, 2007:

2008 2009 2010 2011 2012 Thereaftel Fair Value
Fixec-rate deb $ - $ - $ - $ 11¢ $ - $ 5,80¢ $ 6,31¢
Average interest ral - - - 8.7% - 8.2% 8.2%
Variable-rate deb $ 31 $ 48 $ 22 $ 22 $ 74 $ 1,08t $ 1,222
Average interest rai 6.8% 5.2% 6.S% 7.2% 6.1% 7.% 7.€%
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NEW ACCOUNTING STANDARDS

Fair Value Measurement In September 2006, the FASB issued SFAS No. 15 Value Measurements,” which provides enhancedagice for using fair value to measure assetsiabdities. SFAS No. 157 does not
require any new fair value measurements under GAR\P; rather this statement establishes a commiinitien of fair value, provides a framework for amuring fair value under U.S. GAAP and expandsiaisce
requirements about fair value measurements. OruBepd 2, 2008, the FASB issued FSP FAS 157-2, wiiathys the effective date of SFAS No. 157 for imanicial assets or liabilities that are not reculiioe permitted to be
measured at fair value on a recurring basis tafigears beginning after November 15, 2008, aretfiimt periods within those years. We are currentileating the impact, if any, the adoption of SFR& 157 will have on
our financial reporting and disclosures.

Fair Value Option for Financial Assets and Liaki#i#. In February 2007, the FASB issued SFAS No. 159¢“Fhir Value Option for Financial Assets and Liiiei — Including an amendment of FASB StatementN&,”
which permits entities to choose to measure margnftial instruments and certain other items atvaline that are not currently required to be meatbat fair value. SFAS No. 159 is effective focéibyears beginning after
November 15, 2007. We do not believe the adoptfd®FAS No. 159 will have a material impact on anehcial reporting and disclosure

Business Combination In December 2007, the FASB issued SFAS No. 141ligeeM2007), “Business Combinations” (SFAS No. 141R)der SFAS No. 141R, all business combinatiorisbeiaccounted for under the
acquisition method. SFAS No. 141R makes certaierathanges to the accounting for business combimgtivith the most significant changes as follofisvhether all or a partial interest is acquirtiee acquirer will
recognize the full value of assets acquired, liséd assumed and noncontrolling interests; (ii¢cli costs of a business combination will be chatgeexpense if they are not associated with igsdebt or equity securities; (i
any contingent consideration will be recognized avgasured at fair value on the acquisition datth siibsequent changes to the fair value recogmizedrnings; and (iv) equity issued in considerafior a business
combination will be measured at fair value as efabquisition date. SFAS No. 141R applies prospelgtito business combinations for which the acdoisidate is on or after fiscal years beginningaRecember 15, 2008.
Early adoption is prohibited.

Noncontrolling Interests in Consolidated Financ@&htements In December 2007, the FASB issued SFAS No. 160ntieatrolling Interests in Consolidated Financiat8ments — an amendment of ARB No. 51,” which
clarifies that noncontrolling interests (minoritytérests) are to be treated as a separate compufrequiity and any changes in the ownership intgiesvhich control is retained) are to be accodrfte as capital transactions.
However, a change in ownership of a consolidatédigiary that results in a loss of control woulddoasidered a significant event that triggers gailoss recognition, with the establishment of & fiair value basis in any
remaining ownership interests. SFAS No. 160 alswviges additional disclosure requirements for aaglorting period. SFAS No. 160 applies to fiscairngebeginning on or after December 15, 2008, watiyeadoption
prohibited. This statement is required to be adbptespectively, except for the following provissggnwhich are expected to be applied retrospectiglshe reclassification of noncontrolling intste to equity in the
consolidated balance sheets and (ii) the adjustierdnsolidated net income to include net incottrébatable to both the controlling and nonconirajlinterests.
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PRODUCT REVENUES AND PRODUCTION COSTS

Unit net cash cost per pound of copper and molybaeare measures intended to provide investorsimfiimation about the casienerating capacity of our mining operations exgdn a basis relating to the primary m
product for the respective operations. We userttgiasure for the same purpose and for monitoringating performance by our mining operations. Thisimation differs from measures of performancesdeined in
accordance with U.S. GAAP and should not be comsitlim isolation or as a substitute for measurgzeoformance determined in accordance with U.S. BATFhis measure is presented by other mining commpaalthough
our measures may not be comparable to similatBdtineasures reported by other companies.

We present gross profit per pound of copper usity b “by-product” method and a “co-product” methdée use the by-product method in our presentatfa@ross profit per pound of copper because (i)tagority of our
revenues are copper revenues, (ii) we mine oresiwtontains copper, gold, molybdenum and other Im€(ia) it is not possible to specifically assigii of our costs to revenues from the copper, gatdl molybdenum and
other metals we produce, (iv) it is the method usecbmpare mining operations in certain indusurplizations and (v) it is the method used by ounagement and Board of Directors to monitor openatién the co-product
method presentation below, costs are allocateledlifferent products based on their relative rereevalues, which will vary to the extent our metstes volumes and realized prices change.

In both the by-product and the co-product methddutations below, we show adjustments to coppeemees for prior period open sales as separatétdims. Because the copper pricing adjustments tloesalt from current
period sales, we have reflected these separately fevenues on current period sales. Noncash ameécurring costs consist of items such as stockédasmpensation costs, write-offs of equipmentrarsual charges. They
are removed from site production and delivery costie calculation of unit net cash costs. In &ddj impacts of purchase accounting fair valuaisiinents are removed. As discussed above, golgbaehum and other
metal revenues, excluding any impacts from redesnpif the gold- and silver-denominated preferredlss, are reflected as credits against site prastueind delivery costs in the by-product metho@sBntations under both
methods are shown below together with reconcilietito amounts reported in our consolidated findrst&ements or pro forma consolidated financialitts.
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Year Ended December 31, 20

Revenues, after adjustments shown below

Site production and delivery, before net nonc
and nonrecurring costs shown bel
By-product credit§
Treatment charge
Net cash cost
Depreciation, depletion and amortizat
Noncash and nonrecurring costs,
Total costs
Revenue adjustments, primarily for pricing on p
period open sales and hedg
Idle facility and other nc-inventoriable cost

Gross profil

Reconciliation to Amounts Report

Totals presented abo'

Net noncash and nonrecurring costs per al

Treatment charges per abc

Revenue adjustments, primarily for pricing on p
period open sales and hedging per ak

Purchase accounting impe

Eliminations and othe

As reported in FC’s pro forma consolidate

financial results

North American Mining Product Revenues and Produc@osts (Pro Forma)

By-Product Cc-Product Methoc
Method Copper Molybdenum a Other b Total
$ 424: $ 424: $ 86€ $ 60 5,16¢
1,88: 1,60¢ 312 23 1,944
(865) - - - -
11¢ 11€ - 3 11¢
1,137 1,728 312 26 2,062
192 16& 26 1 192
22 21 1 - 22
1,351 1,911 33¢ 27 2,271
(13¢) (13¢) - - (13¢)
(65 (64) @ - (65
$ 2,681 $ 2,12¢  $ 52¢€ $ 33 2,681
Depreciation
Production Depletion anc
Revenue! and Delivery Amortization
$ 516¢ $ 1942 $ 192
N/A 22 N/A
N/A 11¢ N/A
(13¢9) N/A N/A
12¢C 851 762
14,08 6,874 55€
$ 19,23! $ 9.81C $ 1,51C

a. Molybdenum b-product credits reflect volumes produced at mi-based pricing and also include tolling revenueSietrita.

b. Includes gold and silver product revenues and priboiu costs
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Year Ended December 31, 20

Revenues, after adjustments shown be
Site production and delivery, before net nonc
and nonrecurring costs shown bel
By-product credit§
Treatment charge
Net cash cost
Depreciation, depletion and amortizat
Noncash and nonrecurring costs,
Total costs
Revenue adjustments, primarily for pricing on p
period open sales and hedg
Idle facility and other non-inventoriable costs

Gross profil

Reconciliation to Amounts Report

Totals presented abo'

Net noncash and nonrecurring costs per al

Treatment charges per abc

Revenue adjustments, primarily for pricing on p
period open sales and hedging per ak

Purchase accounting impe

Eliminations and othe

As reported in FC's pro forma consolidate

financial statement

a. Molybdenum b-product credits reflect volumes produced at mi-based pricing and also include tolling revenueSietrita.

b. Includes gold and silver product revenues and priooiu costs
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By-Product Co-Product Methoc
Method Copper Molybdenum a b Total
$ 4,121 $ 4,121 77z $ 44 3 4,937
1,472 1,19¢ 291 25 1,51¢
(779) — — — —
87 83 — 4 87
78€ 1,282 291 29 1,60z
147 122 23 2 147
20 19 1 — 20
95¢ 1,42% 31t 31 1,76¢
(1,20%) (1,20%) - - (1,20%)
(36) (36) - - (36)
$ 1921 $ 1,45i 457 $ 13 $ 1,92
Depreciation
Production Depletion anc
Revenue: and Delivery Amortization
$ 4931 $ 1,51¢ 147
N/A 20 N/A
N/A 87 N/A
(1,208) N/A N/A
12C 1,52¢ 722
12,80 6,652 51E
$ 16,65! $ 9,88( 1,384




Table of Contents

Year Ended December 31, 20

By-Product Ca-Product Methoc
Method Coppel Molybdenum a Other b Total

Revenues, after adjustments shown be $ 2,247 $ 2,241 97¢ 26 3,251
Site production and delivery, before net nonc

and nonrecurring costs shown bel 1,33(C 1,061 29z 15 1,36¢
By-product credit§ (965) - - - -
Treatment charge 92 90 - 2 92

Net cash cost 457 1,151 29z 17 1,461
Depreciation, depletion and amortizat 143 112 30 1 14z
Noncash and nonrecurring costs, 16 15 1 = 16

Total costs 61€ 1,27¢ 324 18 1,62(
Revenue adjustments, primarily for pricing on p

period open sales and hedg (187) (187) - (187)
Idle facility and other non-inventoriable costs (34) (34) — — (34)
Gross profit $ 1410 $ 748 654 8 1,41(
Reconciliation to Amounts Report

Depreciation
Productior Depletion anc
Revenue! and Delivery Amortization

Totals presented abo' $ 3,251 $ 1,36¢ 14z
Net noncash and nonrecurring costs per al N/A 16 N/A
Treatment charges per abc N/A 92 N/A
Revenue adjustments, primarily for pricing on p

period open sales and hedging per ak (187) N/A N/A
Eliminations and othe 5,22¢ 3,80¢ 29¢
As reported in Phelps Dodge consolids

financial statement$ $ 8281 $ 5,28z 442

a. Molybdenum b-product credits reflect volumes produced at mi-based pricing and also include tolling revenueSietrita.

b. Includes gold and silver product revenues and priooiu costs

c. Obtained from the Phelps Dodge Forn-K for the year ended December 31, 2C
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Revenue:

Site production and delivery, before net nonc
and nonrecurring costs shown bel

Net cash cost

Depreciation and amortizatic
Noncash and nonrecurring costs,

Total costs
Gross profif*

Reconciliation to Amounts Report

Year Ended December 31, 20

Totals presented abo'

Purchase accounting impe

Eliminations and othe

As reported in FC’s pro forma consolidated financial rest

Year Ended December 31, 20

Totals presented abo'

Purchase accounting impe

Eliminations and othe

As reported in FC's pro forma consolidated financial rest

Year Ended December 31, 20

Totals presented abo'
Eliminations and othe

As reported in Phelps Dodge consolidated finameisiiits”

Henderson Product Revenues and Production CostsKBrma)

Years Ended December &

2007 2006 2005

1,026 $ 82C 89C
171 137 11¢€
171 137 11¢
39 33 28
1 1 —
211 171 14€
81¢ $ 64¢ 744

Depreciation

Productior Depletion anc

Revenue: and Delivery Amortization
1,02¢ $ 171 39
12C 851 762
18,08 8,78¢ 70¢
19,23: $ 9,81( 1,51(
82C $ 137 33
12C 1,52¢ 722
15,71¢ 8,137 62¢
16,65¢ $ 9,88( 1,384
89C $ 11¢ 28
7,391 5,164 414
8,281 $ 5,28 442

a.Gross profit reflects sales of Henderson produatet on volumes produced at me-based pricing. On a consolidated basis, the Molghdesegment includes profits on sales as they aderto third parties ar

realizations based on actual contract tel

b. Obtained from the Phelps Dodge Forn-K for the year ended December 31, 2C
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Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net nonc
nonrecurring costs shown belc
By-product credit:
Treatment charge
Net cash cost
Depreciation, depletion and amortizat
Noncash and nonrecurring costs,
Total costs

Revenue adjustments, primarily for pricing on p

period open sales and hedg
Other norinventoriable cost

Gross profil

Reconciliation to Amounts Report

Totals presented abo'
Net noncash and nonrecurring costs per al
Less: Treatment charges per ab

Revenue adjustments, primarily for pricing on p

period open sales and hedging per ak
Purchased meti
Purchase accounting impe
Eliminations and othe

As reported in FC’s pro forma consolidated financial rest

South American Mining Product Revenues and Prodndfiosts (Pro Forma)

By-Product Cc-Product Methot
Method Coppet Other® Total
$ 455; $ 455; $ 14C 3 4,692
1,26¢ 1,221 61 1,282
(12€) - - -
28€ 27¢ 8 28€
1,42¢ 1,49¢ 69 1,56¢
20C 19€ 4 20C
3 3 - 3
1,631 1,69¢ 73 1,771
18 19 1) 18
(39) (32) 2 (39
$ 2,908 $ 2841 $ 64 $ 2,908
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
$ 469: $ 128 $ 20C
N/A 3 N/A
(286) N/A N/A
18 N/A N/A
218 21¢ N/A
12C 851 762
14,47 7,45¢€ 54¢
$ 19,23: $ 981 $ 1,51C

a. Includes gold, silver and molybdenum product resnand production cos’
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Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net noncash
nonrecurring costs shown belc

By-product credit:

Treatment charge
Net cash cost

Depreciation, depletion and amortizat

Noncash and nonrecurring costs,
Total costs

Revenue adjustments, primarily for pricing on p
period open sales and hedg

Other norinventoriable cost

Gross profil

Reconciliation to Amounts Report

Totals presented abo'

Net noncash and nonrecurring costs per al

Less: Treatment charges per ab

Revenue adjustments, primarily for pricing on p
period open sales and hedging per ak

Purchased meti

Purchase accounting impe

Eliminations and othe

As reported in FC's pro forma consolidated financial rest

a. Includes gold and silver product revenues and pribolu costs
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By-Product Cc-Product Methot
Method Coppet Other® Total
353 $ 3,53( 91 3,621
91¢ 891 27 91¢
(91) - - -
19¢ 192 6 19¢
1,02¢ 1,082 33 1,11€
193 19C 3 19z
2 2 - 2
1,22C 1,27¢ 36 1,311
(18) (9) (9) (18)
(22) (21) @ (22)
2270 $ 2,22¢ 45 2,27(C
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
3,621 $ 91¢& 19z
N/A 2 N/A
(19€) N/A N/A
(18) N/A N/A
215 215 N/A
12C 1,52¢ 72z
12,91¢ 7,141 46¢
16,65! $ 9,88( 1,384
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Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net noncash
nonrecurring costs shown belc

By-product credit:

Treatment charge
Net cash cost

Depreciation, depletion and amortizat

Noncash and nonrecurring costs,
Total costs

Revenue adjustments, primarily for pricing on p
period open sales and hedg

Other norinventoriable cost

Gross profil

Reconciliation to Amounts Report

Totals presented abo'

Net noncash and nonrecurring costs per al

Less: Treatment charges per ab

Revenue adjustments, primarily for pricing on p
period open sales and hedging per ak

Purchased meti

Eliminations and othe

As reported in Phelps Dodge consolidated finameisiiits”
a. Includes gold and silver product revenues and priboiu costs

b. Obtained from the Phelps Dodge Forn-K for the year ended December 31, 2C
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By-Product Cc-Product Methot
Method Coppet Other® Total
1,862 1,862 62 1,924
743 717 26 745
(62) - - -
104 96 8 104
78E 813 34 847
187 184 3 187
2 2 - 2
974 99¢ 37 1,03¢
(10%) (101) (4) (10%)
(19 ©) (©) (19
773 752 20 77z
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
1,924 743 187
N/A 2 N/A
(104) N/A N/A
(108) N/A N/A
144 144 N/A
6,42¢ 4,39: 25E
8,281 5,282 44z
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Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net nonc
and nonrecurring costs shown bel

Gold and silver credit

Treatment charge

Royalty on metal:
Net cash cost

Depreciation and amortizatic

Noncash and nonrecurring costs,
Total costs

Revenue adjustments, primarily for pricing on p
period open sale

PT Smelting intercompany profit recogniz

Gross profil

Reconciliation to Amounts Report

Totals presented abo'

Net noncash and nonrecurring costs per al

Less: Treatment charges per ab

Less: Royalty per aboy

Revenue adjustments, primarily for pricing on p
period open sales per abc

Total Indonesian mining operatio

North American mining operatior

South American mining operatio

Atlantic Copper smelting & refinin

Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

Indonesian Mining Product Revenues and Productiost€

By-Product Co-Product Methoc
Method Coppel Gold Silver Total
$ 3,771 $ 3771 $ 1,490 $ 48 5,31¢
1,34z 954 37€ 12 1,34z
(1,53¢) - - - -
38t 274 10¢ 3 38t
132 94 38 1 132
32z 1,322 52z 16 1,86(
19¢ 141 56 2 19¢
46 & 12 1 46
567 1,49¢ 59C 19 2,108
11 11 - - 11
13 10 3 - 13
$ 323 $ 230z $ 90 $ 29 3,23¢
Depreciation
Productior Depletion anc
Revenue! and Delivery Amortization
$ 531 $ 134: $ 19¢
N/A 46 N/A
(385) N/A N/A
(13%) N/A N/A
11 N/A N/A
4,80¢ 1,38¢ 19¢
8,65( 6,292 611
3,84t 1,27¢ 377
2,38¢ 2,32¢ 36
(2,75%) (2,760 23
$ 16,93¢ $ 8521 $ 1,24¢
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Year Ended December 31, 20

Revenues, after adjustments shown be

Site production and delivery, before net nonc
and nonrecurring costs shown bel

Gold and silver credit

Treatment charge

Royalty on metal:
Net cash cost

Depreciation and amortizatic

Noncash and nonrecurring costs,
Total costs

Revenue adjustments, primarily for pricing on p
period open sales and gold/silver hedc

PT Smelting intercompany profit eliminatic

Gross profil

Reconciliation to Amounts Report

Totals presented abo'

Net noncash and nonrecurring costs per al

Less: Treatment charges per ab

Less: Royalty per aboy

Revenue adjustments, primarily for pricing on p
period open sales and hedging per ak

Total Indonesian mining operatio

Atlantic Copper smelting & refinin

Corporation, other & eliminatior

As reported in FC’s consolidated financial stateme

a. Includes a $69 million loss on the redemption o#'s Golc-Denominated Preferred Stock, Series II, and a $ill®mloss on the redemption of F('s Silve-Denominated Preferred Stoc
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By-Product Cc-Product Methoc
Method Copper Gold Total
$ 3,76¢ $ 3,76¢ $ 107 $ 47 4,882
1,23t 952 271 12 1,23t
(1,119 - - - -
477 36¢ 104 5 477
12€ 97 28 1 12€
71¢ 1,417 403 18 1,83¢
184 142 40 2 184
44 34 10 — 44
947 1,59¢ 452 20 2,06¢€
1182 197 (69) 13) 115
(©) 2 @ - (©)
$ 2,92¢ % 2,36 $ 54¢ $ 14 2,92¢
Depreciation
Production Depletion anc
Revenue! and Delivery Amortization
$ 488: $ 123 $ 184
N/A 44 N/A
(477 N/A N/A
(126) N/A N/A
dLills N/A N/A
4,39t 1,27¢ 184
2,242 2,11¢ 8d
(84€) (873 11
$ 5791 $ 2,52t % 22¢
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Year Ended December 31, 20

By-Product Cc-Product Methoc
Method Copper Gold Silver Total
Revenues, after adjustments shown be $ 2,701 $ 2,701 $ 127 $ 35 4,012
Site production and delivery, before net nonc
and nonrecurring costs shown bel 94¢% 641° 30C° 8° 94¢
Gold and silver credit (1,30%) - - - -
Treatment charge 35C 23€ 111 3 35C
Royalty on metal: 104 70 33 1 104
Net cash cost 98 947 444 12 1,402
Depreciation and amortizatic 21C 142 66 2 21C
Noncash and nonrecurring costs, 5 3 2 - 5
Total costs 312 1,09z 512 14 1,61¢
Revenue adjustments, primarily for pricing on p
period open sales and silver hedg 10° 15 - (5) 10
PT Smelting intercompany profit eliminati (23) (16) )] - (23
Gross profil $ 2,381 $ 1612 $ 751 $ 16 2,381
Reconciliation to Amounts Report
Depreciation
Production Depletion anc
Revenue! and Delivery Amortization
Totals presented abo' $ 4,01z $ 94¢  $ 21C
Net noncash and nonrecurring costs per al N/A 5 N/A
Less: Treatment charges per ab (350) N/A N/A
Less: Royalty per aboy (104) N/A N/A
Revenue adjustments, primarily for pricing on p
period open sales and hedging per at 10 N/A N/A
Total Indonesian mining operatio 3,56¢ 954 21C
Atlantic Copper smelting & refinin 1,362 1,28¢ 29
Corporation, other & eliminatior (752) (609 12
$ 4,17¢ $ 163¢ $ 251

As reported in FC's consolidated financial stateme

a. Net of deferred mining costs totaling $65 milli¢following the adoption of EITF (-6 on January 1, 2006, stripping costs are no lodgterred (refer to Note 1 ai“New Accounting Standar” for further discussion’

b. Net of deferred mining costs totaling $44 milliar topper, $21 million for gold and $1 million fsilver (see note a abovt

c. Includes a $5 million loss on the redemption of Silver-Denominated Preferred Stoc
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CAUTIONARY STATEMENT

Our discussion and analysis contains forward-loglsitatements in which we discuss our expectatiegarding future performance. Forward-looking statets are all statements other than historical factsh as those
regarding anticipated sales volumes, ore gradesrlfidg rates, commodity prices, selling, geneaatl administrative expenses, unit net cash cogésating cash flows, royalty costs, capital expemds, reclamation and
closure costs, environmental expenditures, the ainplacopper, gold and molybdenum price changesirtipact of changes in deferred intercompany @afit earnings, treatment charge rates, explorafionts and results,
dividend payments, liquidity and other financiahmmitments. We caution readers that these stateraemisot guarantees of future performance, anadctual results may differ materially from thosejpoted, anticipated or
assumed in the forward-looking statements. Impoffestors that can cause our actual results tediffaterially from those anticipated in the forwdwdking statements include mine sequencing, priddcates, industry
risks, regulatory changes, commodity prices, pritrisks, weather-related risks, labor relati@rsjironmental risks, litigation results, currencarislation risks and other factors described inentstail under the heading
“Risk Factors” in our Form 10-K for the year end@ecember 31, 2007.
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Item 8. Financial Statements and Supplementary Dat
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF
FREEPORT-McMoRan COPPER & GOLD INC.

We have audited the accompanying consolidated balsineets of Freeport-McMoRan Copper & Gold Infd8ecember 31, 2007 and 2006, and the relatesotiolated statements of income, stockholders’ gaant cash
flows for each of the three years in the periodeehBecember 31, 2007. These financial statemeattharesponsibility of the Company’s managemeant.r@sponsibility is to express an opinion on thigsencial statements
based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighaBiaUnited States). Those standards require tegilan and perform the audit to obtain reasonasarance about
whether the financial statements are free of nelterisstatement. An audit includes examining, ¢esabasis, evidence supporting the amounts awtbdiges in the financial statements. An audit aistudes assessing the
accounting principles used and significant estimatade by management, as well as evaluating thralbfieancial statement presentation. We beliéwa bur audits provide a reasonable basis for puman.

In our opinion, the financial statements referreadtove present fairly, in all material respedts, ¢onsolidated financial position of Freeport-MdRém Copper & Gold Inc. at December 31, 2007 and5280d the
consolidated results of its operations and its dksts for each of the three years in the periodeghDecember 31, 2007, in conformity with U.S. galhg accepted accounting principles.

As discussed in Note 1 to the consolidated findrst&ements, effective January 1, 2007, the Compaopted FASB Interpretation No. 48, “Accountig Uncertainty in Income Taxes — an interpretatbFASB Statement
No. 109" and effective January 1, 2006, the Company adbftatement of Financial Accounting Standards (SA¥& 123 (revised 2004), “Share-Based Paymeng’effective January 1, 2006, the Company adopted
Emerging Issues Task Force Issue No. 04-6, “Acdngrior Stripping Costs Incurred during Productinrihe Mining Industry”, and effective December 2006, the Company adopted SFAS No. 158, “Empldyers
Accounting for Defined Benefit Pension and OthestRetirement Plans — an amendment of FASB Stateniémt87, 88, 106 and 132R.”

We also have audited, in accordance with the staisdzf the Public Company Accounting Oversight Bo@Jnited States), Freeport-McMoRan Copper & Golel’k internal control over financial reporting as afd@mber 3
2007, based on criteria established in Internalt@bdintegrated Framework issued by the Committe8ponsoring Organizations of the Treadway Commissind our report dated February 29, 2008, expiesseinqualified
opinion thereon.

/s/Ernst & Young LLP

Phoenix, Arizona
February 29, 2008
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING
Freeport-McMoRan Copper & Gold Inc.’s (the Compa)yhanagement is responsible for establishing amidtaining adequate internal control over finanoggdorting. Internal control over financial repagiis defined in
Rule 13a-15(f) or 15d-15(f) under the Securitiesltange Act of 1934 as a process designed by, @aruhd supervision of, the Company'’s principal ex®e and principal financial officers and effectegthe Company’s
Board of Directors, management and other persotmekovide reasonable assurance regarding thebilitly of financial reporting and the preparatioifinancial statements for external purposes oatance with generally
accepted accounting principles and includes thofieigs and procedures that:
« Pertain to the maintenance of records that in restsle detail accurately and fairly reflect the sactions and dispositions of the Company’s assets;

« Provide reasonable assurance that transactioneeweded as necessary to permit preparation ofdiahstatements in accordance with generally aetcepccounting principles, and that receipts amqkeditures of tr
Company are being made only in accordance withcaizitions of management and directors of the Cawypand

« Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, eselisposition of the Compa’s assets that could have a material effect onitilaadial statement:

Because of its inherent limitations, internal cohover financial reporting may not prevent or det@isstatements. Projections of any evaluatioeffefctiveness to future periods are subject taigiethat controls may becor
inadequate because of changes in conditions, otttealegree of compliance with the policies orcedures may deteriorate.

Our management, including our principal executiffeeer and principal financial officer, assessed #ffectiveness of our internal control over finahceporting as of the end of the fiscal year acedeby this annual report on
Form 10-K. In making this assessment, our manageossd the criteria set forth in Internal Contnolelgrated Framework issued by the Committee of Sgrimg Organizations of the Treadway Commission $OR Based
on our management’s assessment, management coth¢hadeas of December 31, 2007, our Company’snateontrol over financial reporting is effectibased on the COSO criteria.

Ernst & Young LLP, an independent registered pudticounting firm, who audited the Company’s cortiid financial statements included in this ForrK1@as issued an attestation report on the Conipamternal
control over financial reporting, which is includbdrein.

/sl Richard C. Adkersc /sl Kathleen L. Quirl
Richard C. Adkerso Kathleen L. Quirk
President and Chief Executive Offic Executive Vice Presider

Chief Financial Officer and Treasur
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF
FREEPORT-McMoRan COPPER & GOLD INC.

We have audited Freeport-McMoRan Copper & Gold'$niaternal control over financial reporting asiécember 31, 2007, based on criteria establishethtarnal Control-Integrated Framework issued byGoenmittee of
Sponsoring Organizations of the Treadway Commisgioen COSO criteria). Freeport-McMoRan Copper & @lvic.’'s management is responsible for maintairffgctive internal control over financial reportirand for its
assessment of the effectiveness of internal contret financial reporting included in the accompagyManagement’s Report on Internal Control Overafficial Reporting. Our responsibility is to exprassopinion on the
company’s internal control over financial reportingsed on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversightied&@nited States). Those standards require thagilareand perform the audit to obtain reasonaldarasce about
whether effective internal control over financieporting was maintained in all material respects. &idit included obtaining an understanding ofiinal control over financial reporting, assesshegrisk that a material
weakness exists, testing and evaluating the desigroperating effectiveness of internal controkldasn the assessed risk, and performing such ptbeedures as we considered necessary in the ctanoes. We believe tt
our audit provides a reasonable basis for our opini

A company’s internal control over financial repodgiis a process designed to provide reasonableamssmuregarding the reliability of financial repogt and the preparation of financial statementsfdernal purposes in
accordance with generally accepted accounting ipfie2 A company'’s internal control over finanaieporting includes those policies and proceduras(tt) pertain to the maintenance of records thagasonable detail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ideweasonable assurance that transactions aneleetas necessary to permit preparation of findstaements in accordance
with generally accepted accounting principles, #rad receipts and expenditures of the company eirgghmade only in accordance with authorizationsiahagement and directors of the company; andr(®)de reasonable
assurance regarding prevention or timely detectfamauthorized acquisition, use, or dispositionhef company’s assets that could have a matefedtedn the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detaisstatements. Also, projections of any evatratf effectiveness to future periods are subgthé risk that controls may
be inadequate because of changes in conditiotsabthe degree of compliance with the policiepracedures may deteriorate.

In our opinion, Freeport-McMoRan Copper & Gold Intaintained, in all material respects, effectivieiinal control over financial reporting as of Detmn31, 2007, based on the COSO criteria.
We also have audited, in accordance with the staisdzf the Public Company Accounting Oversight Bo@Jnited States), the consolidated balance slhédiseeport-McMoRan Copper & Gold Inc. as of Decembl, 2007
and 2006, and the related consolidated statemémsame, stockholders’ equity and cash flows facle of the three years in the period ended DeceBihe2007, and our report dated February 29, 28p8ssed an
unqualified opinion thereon.

/s/Ernst & Young LLP

Phoenix, Arizona
February 29, 2008
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Revenue:
Cost of sales
Production and deliver
Depreciation, depletion and amortizat

Total cost of sale
Exploration and research expen
Selling, general and administrative exper

Total costs and expens
Operating incom:
Interest expense, n
Losses on early extinguishment and conversion bf, et
Gains on sales of asst
Other income, ne
Equity in affiliated compani¢ net earning:
Income from continuing operations before incomee&

and minority interest
Provision for income taxe
Minority interests in net income of consolidatethsidiaries
Income from continuing operatiol
Income from discontinued operations, net of te
Net income
Preferred dividend

Net income applicable to common stc

Basic net income per share of common st
Continuing operation
Discontinued operatior
Basic net income per share of common stock

Diluted net income per share of common st
Continuing operation
Discontinued operatior

Diluted net income per share of common st

Average common shares outstandi
Basic
Diluted

Dividends declared per share of common s

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF INCOME

The accompanying Notes to Consolidated FinanceteStents are an integral part of these financaéstents.
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Years Ended December &

2007 2006 2005
(In Millions, Except Per Share Amoun:
$ 16,93¢ 5791 $ 4,17¢
8,521 2,52¢ 1,63¢
1,24¢ 22¢ 251
9,77 258 1,88¢
14£ 12 9
46€ 157 104
10,38 2,922 2,00z
6,55¢ 2,86¢ 2,171
(513 (76) (132
@73 (32) (52)
85 31 7
157 28 28
22 6 9
6,132 2,82¢ 2,037
(2,400 (1,207 (915)
(791 (168 (127)
2,942 1,457 99t
35 - —
2,971 1,457 99t
(208) (61) (60)
$ 2,76¢ $ 1,39 $ 93t
$ 8.0z $ 73z $ 5.1¢
0.1C - —
$ 8.1z $ 732 $ 5.1¢
$ 741 $ 6.6 $ 4.67
0.0¢ - —
$ 75C $ 6.6 $ 4.67
341 191 18C
397 221 22C
$ 137t $ 5.062t $ 2.5C
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Cash flow from operating activitie
Net income

Adjustments to reconcile net income to net cashigeal by operating activitie:

Depreciation, depletion and amortizat
Minority interests in net income of consolidatedsidiaries
Noncash compensation and bene
Unrealized losses on copper price protection prog
Losses on early extinguishment and conversion bf, det
Deferred income taxe
Gains on sales of ass:
Other, ne
(Increases) decreases in working capital, excludimgunts

acquired from Phelps Dodg

Accounts receivabl

Inventories

Prepaid expenses and otl

Accounts payable and accrued liabilit

Accrued income taxes

Net cash provided by operating activit

Cash flow from investing activitie
Acquisition of Phelps Dodge, net of cash acqu
Phelps Dodge capital expenditu
PT Freeport Indonesia capital expenditt
Other capital expenditure
Net proceeds from the sale of Phelps Dodge Intienmalt Corporatior
Proceeds from the sales of as:
Other, ne
Net cash used in investing activiti

Cash flow from financing activitie:
Proceeds from term loans under bank credit fac
Repayments of term loans under bank credit fac
Net proceeds from sales of senior nc
Net proceeds from sale of common st
Net proceeds from sale of 6%% Mandatory Converfivkferred Stoc
Proceeds from other de
Repayments of other debt and redemption of prefesteck
Purchases of FCX common sha
Cash dividends paic
Common stocl
Preferred stoc
Minority interests
Net (payments for) proceeds from exercised stotiong
Excess tax benefit from exercised stock opti
Bank credit facilities fees and other, |
Net cash provided by (used in) financing activi
Net increase in cash and cash equival
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of '

Interest paic
Income taxes pai

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December &

2007 2006 2005
(In Millions)
$ 2971 $ 1,457 99t
1,264 22¢ 251
802 16€ 127
214 85 29
17t - -
il7/d 32 52
(28¢) 16 (32)
(89) (31) Q)
(65) 25 (42)
42¢ 19€ (253
272 (14€) (108)
21 (27) -
312 15 282
24 (152) 25¢
6,22¢ 1,86¢ 1,552
(13,910 (5) -
(1,339 - -
(36¢€) (234 (129
(54) 7 (14)
597 - -
26C 34 7
(53) (2 2
(14,869 (224) (134
12,45( - -
(12,450 - -
5,88( - -
2,81¢ - -
2,802 - -
744 102 66
(1,069 (394 (559)
- (100) (80)
(421) (91€) (453
(175) (61) (60)
(967) (161) (125)
(14) 15 5
16 21 -
(259) (6) -
9,35¢ (1,499 (1,206
71¢ 142 212
907 764 552
$ 162¢ _$ 907 764
$ 504 _$ 80 14C
$ 2,660 $ 1,28¢ 67C

The accompanying Notes to Consolidated Financitke8tents are an integral part of these financaéstents.
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ASSETS
Current asset:
Cash and cash equivalel
Trade accounts receivat
Other accounts receivat
Inventories
Product
Materials and supplies, n
Mill and leach stockpile
Prepaid expenses and other current a:
Total current asse
Property, plant, equipment and development cost:
Goodwill
Long-term mill and leach stockpile
Trust asset
Intangible assets, n
Other assets and deferred chat

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilit
Copper price protection progre
Accrued income taxe
Dividends payabli
Current portion of reclamation and environmentdigattions
Current portion of long-term debt and short-termrbwings
Total current liabilities
Long-term debt, less current portic
Senior note!
Project financing, equipment loans and of
Total lon¢-term debt, less current porti
Deferred income taxe
Reclamation and environmental obligations, lesserurportion
Other liabilities
Total liabilities
Minority interests in consolidated subsidiar
Stockholder’ equity:

5%% Convertible Perpetual Preferred Stock, 1 shasesd and outstandit
6%% Mandatory Convertible Preferred Stock, 29 shasued and outstandi
Common stock, par value $0.10, 497 shares and#i@sissued, respective

Capital in excess of par vali
Retained earning
Accumulated other comprehensive income (I

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED BALANCE SHEETS

Common stock held in treasu- 114 shares and 113 shares, at cost, respec

Total stockholder’ equity
Total liabilities and stockholde’ equity

The accompanying Notes to Consolidated FinanceteStents are an integral part of these financaéstents.
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December 31

2007 2006

(In Millions, Except Par Values

1,62¢ $ 907
1,09¢ 42C
19€ 66
1,36( 384
81¢ 34C
707 -
97 34
5,90¢ 2,151
25,71 3,00¢
6,10¢ -
1,10¢ -
60€ -
47z -
754 14¢
40,66. B 5.39(
2,348 $ 77€
59¢ -
42C 165
212 13
262 -
31 19
3,86¢ 972
6,92¢ 62C
257 41
7,18 661
7,300 80C
1,73¢ 30
1,10¢ 26¢
21,18 2.73:
1,23¢ 212
1,10 1,10
2,87¢ -
50 31
13,40 2,66¢
3,601 1,415
42 (20)
(2.84) (2,749
18,23¢ 2,44%
40,66. B 5,390
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Balance at January 1, 200!
Conversions of 7% Convertible Senior No
Exercised stock options, issued restric
stock and othe
Tax benefit for stock option exercis
Tender of shares for exercised stock opti
and restricted stoc
Shares purchase
Dividends on common stoc
Dividends on preferred stoc
Comprehensive income (los:
Net income
Other comprehensive income (los
net of taxes
Change in unrealized derivativ fair value
Reclassification to earning
Other comprehensive incor
Total comprehensive incon
Balance at December 31, 20C
Conversions of 7% Convertible Senior No
Exercised stock options, issued restric
stock and othe
Stocl-based compensation co
Tax benefit for stock option exercis
Tender of shares for exercised stock opti
and restricted stoc
Shares purchase
Cumulative effect adjustment to initial
apply EITF 06
Dividends on common stoc
Dividends on preferred sto«
Comprehensive income (los:
Net income
Other comprehensive income (los
net of taxes
Change in unrealized derivativ fair value
Reclassification to earning
Other comprehensive incor
Total comprehensive incon
Adjustment for adoption of SFAS No. 1
Balance at December 31, 20C

FREEPORT-McMoRan COPPER & GOLD INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Convertible Perpetu:

Mandatory Convertibl

Common Stoc!

Held in
Preferred Stoc Preferred Stoc Common Stocl Accumulatec Treasury
Number Number Number Capital in Other Numbe
of At Par of At Par of AtPar Excesso Retainec Comprehensiv of At Stockholder’
Shares Value Shares Value Shares Value Par Value Earnings Income (Loss  Shares Cost Equity
(In Millions)

1$ 1,10C -$ - 28t $ 29% 1,85 ¢ 60t $ 11 10€ $(2,439) $ 1,164

- - - - 8 1 24€ - - - - 247

- - - - 4 - 95 - - - - 95

- - - - - - 18 - - - - 18

- - - - - - - - - 2 (8 (82

- - - - - - - - - 2 (80 (80)

- - - - - - - (454) - - - (454)

- - - - - - - (60) - - - (60)

- - - - - - - 99t - - - 99t

- - - - - - - - - - - 99t

1$ 1,10C -$ - 297 $ 30 2,212% 1,08 $ 11 11C$(2,59€¢) $ 1,842

- - - - 10 1 311 - - - - 31z

- - - - 3 - 93 - - - - 93

- - - - - - 28 - - - - 28

- - - - - - 24 - - - - 24

- - - - - - - - - 1 (59 (59

- - - - - - - - - 2 (100 (100)

- - - - - - - (149 - - - (149

- - - - - - - (91€) - - - (918

- - - - - - - (61) - - - (61)

- - - - - - - 1,457 - - - 1,457

- - - - - - - - © - - ©

- - - - - - - - 4 - - 4

- = = = = > o o ©) o o ®)

- - - - - - - - - - - 1,452

- - - - - - - (26) - - (26)

1$ 1,10C -$ - 31C $ 31% 2,666 141t $ (200 112%(2,749 % 2,44t
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Balance at December 31, 20C
Sale of 6%% Mandatory Convertik
Preferred Stoc
Common stock issued to acquire Phelps Dc
Sale of common stoc
Conversions of 7% Convertible Senior No
Exercised stock options, issued restric
stock and othe
Stocl-based compensation co
Tax benefit for stock option exercis
Tender of shares for exercised st
options and restricted sto:
Cumulative effect adjustment to initial
apply FIN 48
Dividends on common stoc
Dividends on preferred stoc
Comprehensive income (los:
Net income
Other comprehensive income (los
net of taxes
Unrealized gain on securiti
Translation adjustmel
Change in unrealized derivativ fair value
Reclassification to earning
Defined benefit pension plar
Net gain during perio
Amortization of unrecognized amoutr
Other comprehensive incor
Total comprehensive incon

Balance at December 31, 20C

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Convertible Perpetu:

Mandatory Convertibli

(continued)

Common Stoc!

Held in
Preferred Stoc Preferred Stoc Common Stocl Accumulatec Treasury
Number Number Number Capital in Other Numbe
of At Par of At Par of AtPar Excesso  Retainec Comprehensivi of At Stockholder’
Shares Value Shares Value Shares Value Par Value  Earnings Income (Loss  Shares Cost Equity
(In Millions)
1% 1,10C -$ - 31C $ 318 2,666 $ 141t $ (20) 112$(2,749 $ 2,44t
- - 29 2,87¢ - - (72) - - - - 2,802
- - - 137 14 7,767 - - - - 7,781
- - - - 47 5 2,811 - - - - 2,81¢€
- - - - - - 6 - - - - 6
- - - - 3 - 131 - - - - 131
- - - - - - 86 - - - - 86
- - - - - - 10 - - - - 10
- - - - - - - - - 1 (92 92
- - - - - - - 4 - - - 4
- - - - - - - (587) - - - (587)
- - - - - - - (20¢) - - - (20¢)
- - - - - - - 2,971 - - - 2,971
- - - - - - - - 2 - - 2
- - - - - - - - @ - - ©)
- - - - - - - - ® - - €)
- - - - - - - - 7 - - 7
- - - - - - - - 53 - - 53
- - - - - - - - 6 - - 6
- - - - - o o o 62 o o 62
- - - - - - - - - - - 3,03¢
1%  1,10C 29 § 2,87¢ 497 $ 5C $ 1340°$ 3,601 $ 42 114$(2,84) $ 18,23¢

The accompanying Notes to Consolidated FinanceteStents are an integral part of these financaéstents.
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FREEPORT-McMoRan COPPER & GOLD INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollar amounts in tables stated in millions, exgegr share amounts)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation. The consolidated financial statements of FreeptmiloRan Copper & Gold Inc. (FCX) include the acctauof those subsidiaries where FCX directly oriedily has more than 50 percent of the vc
rights and has the right to control significant mgament decisions. The most significant entities BCX consolidates include its 90.64 percent-owswdukidiary PT Freeport Indonesia and its whollyed/ subsidiaries,
Phelps Dodge Corporation (Phelps Dodge) and Ataldipper, S.A. (Atlantic Copper). FCX acquired PeDodge on March 19, 2007. FCX's results of openatinclude Phelps Dodge’s results beginning M&@h2007
(see Note 2). FCX’s unincorporated joint venturéhWio Tinto plc (Rio Tinto) and Sumitomo Metal Mg Arizona, Inc. (Sumitomo) are reflected usihg proportionate consolidation method (see NotéBxignificant
intercompany transactions have been eliminated.

Investments in unconsolidated companies owned &epeor more are recorded using the equity mettmwestments in companies owned less than 20 per@ed for which FCX does not exercise significafiuence, are
carried at cost.

Use of Estimates. The preparation of FCX’s financial statementsanformity with accounting principles generally epted in the United States (U.S.) requires managetoenake estimates and assumptions that affect th
amounts reported in these financial statementsaandmpanying notes. The more significant areasiniegithe use of management estimates includevdires of assets acquired and liabilities assumélde acquisition of
Phelps Dodge; mineral reserve estimation; usefétdi/es for depreciation, depletion and amoritratreclamation and closure costs; environmertéations; estimates of recoverable copper in arilll leach stockpiles;
pension, postretirement, postemployment and otim@l@yee benefits; deferred taxes and valuatiomaliwes; reserves for contingencies and litigatioture cash flows associated with assets; anddtimated average ratio
of overburden removed to ore mined over the liféhefopen-pit mine (through December 31, 2005)uAktesults could differ from those estimates.

Foreign Currencies. For foreign subsidiaries whose functional curgeiscthe local currency, assets and liabilitiesteaeslated at current exchange rates, while ree®and expenses are translated at average ratsdn
for the period. The related translation gains asdés are included in accumulated other comprereeimgiome (loss) within stockholders’ equity.

For foreign subsidiaries whose functional curreiscthe U.S. dollar, assets receivable and liabdipayable in cash are translated at current egetvates, and inventories and other non-monetastsiand liabilities are
translated at historical rates. Gains and lossasdtieg from translation of such account balanaesircluded in operating results, as are gainsl@ssks from foreign currency transactions.

Cash Equivalents. Highly liquid investments purchased with matestiof three months or less are considered cashatents.

Inventories. As shown in Note 5, the largest components ieimeries include finished goods (concentrates atitbcies) at mining operations, concentrates ané-imgprocess at Atlantic Copper’s smelting andmizfy
operations, and materials and supplies inventolegntories of materials and supplies, as wefiaable products, are stated at the lower of weifjaterage cost or market. Costs of finished gaadswork-in-processife. ,
not materials and supplies) inventories includetand benefits, supplies, energy, depreciatiopledien, amortization, site overhead costs, anémtiecessary costs associated with the extraatidipencessing of ore,
including, depending on the process, mining, haajlaglling, concentrating, smelting, leaching, gimn extraction, refining, roasting and chemicalqessing. General and administrative costs foraratp offices are not
included in inventory costs.

Work-in-Processln-process inventories represent materials that aremtly in the process of being converted to aldalproduct. Conversion processes for mining opmratvary depending on the nature of the coppeant
the specific mining operation. For sulfide oreggassing includes milling and concentrating andltesn the production of copper and molybdenumcemtrates or, alternatively, copper cathode by eotrate leaching. For
oxide ores and certain secondary sulfide ores,gssing includes leaching of stockpiles, solutiomaetion and electrowinning and results in the picizbn of copper cathodes. In-process materialdasured based on assays
of the material included in these processes and
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projected recoveries. In-process inventories aheedebased on the costs incurred to various pairitse process, including depreciation relatingssociated process facilities. For Atlantic Coppeprocess inventories
represent copper concentrates at various stagemeérsion into anodes and cathodes. Atlantic Coppeprocess inventories are valued at the weidlaverage cost of the material fed to the smeétimgjrefining process
plus in-process conversion costs.

Finished GoodsFinished goods include salable producgsy., copper and molybdenum concentrates, copper anoopger cathodes, copper rod, copper wire, molybdeoxide, highpurity molybdenum chemicals and ot
metallurgical products). Finished goods are valo@sed on the weighted average cost of source mlgpéus applicable conversion costs relating tmeissed process facilities.

In November 2004, the Financial Accounting Standd@dard (FASB) issued Statement of Financial ActiognStandards (SFAS) No. 151, “Inventory Costsaarendment of ARB No. 43, Chapter 4.” SFAS No. thtifies
that abnormal amounts of idle facility expenseighehandling costs and wasted materials (spoilageyld be recognized as current-period chargeseandres the allocation of fixed production ovextie to inventory based
on the normal capacity of the production facilitif€X adopted SFAS No. 151 on January 1, 2006, wtlid not have a material impact on its accountirgnventory costs.

Mill and Leach Stockpiles. Mill and leach stockpiles are stated at the loaferveighted average cost or market.

Both mill and leach stockpiles generally contaiwdo-grade ores that have been extracted from héady and are available for copper recovery. Firstockpiles, recovery is through milling, con¢eating, smelting and
refining or, alternatively, by concentrate leachiRgr leach stockpiles, recovery is through expesaracidic solutions that dissolve contained copel deliver it in solution to extraction processfacilities. The recorded
cost of mill and leach stockpiles includes minimgl &aulage costs incurred to deliver ore to stdekpidepreciation, depletion, amortization and e#erhead costs.

Because it is generally impracticable to deternciogper contained in mill and leach stockpiles bysitel count, reasonable estimation methods ardagmeqh. The quantity of material delivered to mifidaleach stockpiles is
based on surveyed volumes of mined material arlgt gevduction records. Sampling and assaying afthiale cuttings determine the estimated copperegofithe material delivered to mill and leach sfilgs.

Expected copper recovery rates for mill stockpéesdetermined by metallurgical testing. The recalvie copper in mill stockpiles, once entered ih® production process, can be produced into copperentrate almost
immediately.

Expected copper recovery rates for leach stockpilesletermined using small-scale laboratory testsll- to large-scale column testing (which sinesahe production-scale process), historical el other factors,
including mineralogy of the ore and rock type. tilite recovery of copper contained in leach stoekpibn vary significantly from a low percentagentre than 90 percent depending on several variablgsding type of
copper recovery, mineralogy and particle size efrtick. For newly placed material on active stolggpias much as 70 percent of the copper ultimagelgverable may be extracted during the first yaad the remaining
copper may be recovered over many years.

Processes and recovery rates are monitored conshya@nd recovery rate estimates are adjustedgteally as additional information becomes avaiadhd as related technology changes.

Property, Plant, Equipment and Development Costs. Property, plant, equipment and development cost€arried at cost. Mineral exploration costsyel as drilling and other costs incurred for thegose of converting
mineral resources to proven and probable resemnviglentifying new mineral resources at developnwriroduction stage properties, are charged toresgpas incurred. Development costs are capitaliegthning after
proven and probable reserves have been establiSleegdlopment costs include costs incurred resuftioign mine pre-production activities undertakemyé&n access to proven and probable reserves imgjsfiafts, adits,
drifts, ramps, permanent excavations, infrastrecand removal of overburden. Additionally, interespense allocable to the cost of developing mipiraperties and to constructing new facilitiesapitalized until assets are
ready for their intended use.

Expenditures for replacements and improvementsapétalized. Costs related to periodic schedulethteaance {.e., turnarounds) are expensed as incurred. Depregifdi mining and milling life-of-mine
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assets, infrastructure and other common coststésrdmed using the unit-of-production method basedotal estimated recoverable proven and probaipeer reserves (for primarily copper mines) ara/en and probable
molybdenum reserves (for primarily molybdenum mjn&evelopment costs and acquisition costs for @noand probable reserves that relate to a spec#éibody are depreciated using the unit-of-producthethod based on
estimated recoverable proven and probable resévése ore body benefited. Depreciation, depledad amortization using the unit-pfeduction method is recorded upon extraction efrétoverable copper or molybden
from the ore body, at which time it is allocatedrteentory cost and then included as a componeoostf of goods sold. Other assets are depreciatedstraight-line basis over estimated useful linfesp to 30 years for
buildings, three to 25 years for machinery and jpepeint, and three to 20 years for mobile equipment.

Included in property, plant, equipment and develephtosts is value beyond proven and probablewes€¢¥BPP) resulting from FCX’s acquisition of ReDodge. The concept of VBPP is described in FA&®rging
Issues Task Force (EITF) Issue No. 04-3, “Miningéts: Impairment and Business Combinations,” aiscblean interpreted differently by different minicgmpanies. FCX's preliminary adjustment to propeptant and
equipment includes VBPP attributable to (i) minized material, which includes measured and inditataounts, that FCX believes could be brought pmamluction with the establishment or modificatidmequired permits
and should market conditions and technical assegsmerrant, (ii) inferred mineral resources arijl ¢xploration potential.

Mineralized material is a mineralized body that haen delineated by appropriately spaced drillind/ar underground sampling to support reportedagerand average grade of minerals. Such a depestribt qualify as
proven and probable reserves until legal and ecanfeasibility are confirmed based upon a comprshenevaluation of development costs, unit costdes, recoveries and other material factors. fedemineral resources
is that part of a mineral resource for which therall tonnages, grades and mineral contents castiraated with a reasonable level of confidencetas geological evidence and apparent geologizhjgade continuity
after applying economic parameters. An inferredemahresource has a lower level of confidence thahapplying to an indicated mineral resource.|&sgtion potential is the estimated value of paa@mhineral deposits that
FCX has the legal right to access. The value assdigm exploration potential was determined by peting the known exploration information and exptmn results, including geological data and/aslggical information,
that were available as of the acquisition date.

Carrying amounts assigned to VBPP are not chamedpense until the VBPP becomes associated withiaal proven and probable reserves and theparduced or the VBPP is determined to be impaifeftiitions to
proven and probable reserves for properties witfPRBvill carry with them the value assigned to VBRFhe date FCX acquired Phelps Dodge.

Goodwill. Goodwill has an indefinite useful life and is @ohortized, but rather is tested for impairmerieast annually, unless events occur or circumstaokange between annual tests that would more ltkeh not
reduce the fair value of a related reporting uslblw its carrying amount. FCX uses a discounteti d@sv model to determine if the carrying valuetloé reporting unit, including goodwill, is less thene fair value of the
reporting unit. FCX's approach to allocating gooliliricludes the identification of the reporting tsit believes have contributed to the excess mselprice and also includes consideration of therting unit's potential for
future growth.

Intangible Assets and Liabilities . FCX recorded intangible assets and liabilities assult of the acquisition of Phelps Dodge. lidef lived intangibles primarily include water hits. Definite lived intangibles include
favorable and unfavorable contracts (primarily tedeto molybdenum sales contracts, treatment dindmg contract rates, power contracts and tiretamts), royalty payments, patents and processitgaby. The fair value of
identifiable intangible assets was estimated basiedipally upon comparable market transactions @diedounted future cash flow projections. The rarfge estimated useful lives are one to 10 yearsialybdenum sales,
treatment and refining, power and tire contracte 12 years for royalty payments; and principa0 to 20 years for patents and process technoligintangible assets and liabilities are subjecimpairment testing at
least annually unless events or changes in ciramass indicate that the related carrying amoungsmabe recoverable.

Asset Impairment. FCX reviews and evaluates its long-lived assaténipairment when events or changes in circumssiaicate that the related carrying amounts nedypa recoverable, while goodwill and intangible

assets and liabilities are evaluated at least diynéan impairment loss is measured as the amoynwhich asset carrying value exceeds its fair vafaar value is generally determined using valuatechniques such as
estimated future cash flows. An impairment is cdesid to exist if total

137




Table of Contents

estimated future cash flows on an undiscountedskasiless than the carrying amount of the asseimfairment loss is measured and recorded basedisoounted estimated future cash flows. Futuré #asvs for mining
assets include estimates of recoverable poundspgfer and molybdenum and recoverable ounces of gadthl prices (considering current and histonmaes, price trends and related factors), produaatates and costs,
capital and reclamation costs as appropriate,a@t on current life-of-mine engineering plansufaitash flows for Atlantic Copper’'s smelting assetlude estimates of treatment and refining ré&teasidering current and
historical prices, price trends and related fagtgroduction rates and costs, capital, reclamadiuh environmental costs as appropriate, all basezperating projections. Assumptions underlyinmifei cash flow estimates are
subject to risks and uncertainties. No impairmessés were recorded during the periods presented.

Deferred Mining Costs. In accordance with EITF Issue No. 04-6, “Accongtfor Stripping Costs Incurred during Productinrihie Mining Industry” (EITF 04-6), stripping codgtse., the costs of removing overburden and
waste material to access mineral deposits) incudueihg the production phase of a mine are consitieariable production costs and are included@smonent of inventory produced during the period/hich stripping
costs are incurred. Major development expenditunetuding stripping costs to prepare unique arahttiable areas outside the current mining aredufture production that are considered to be poghpction mine
development, are capitalized and amortized on titeaf-production method based on estimated reahlerproven and probable reserves for the ore bedgfited. However, where a second or subsequeist@insidered to
be a continuation of existing mining activitiegjging costs are accounted for as current prodoatost and a component of the associated inventory

Prior to the adoption of EITF 04-6, FCX applied theferred mining cost method in accounting fopitst-production stripping costs, which FCX referss overburden removal costs. The deferred micisg method was
used by some companies in the metals mining ingiusawever, industry practice varied. The defemading cost method matches the cost of productiith the sale of the related metal from the operbpiassigning each
metric ton of ore removed an equivalent amountveirburden tonnage, thereby averaging overburdeovahtosts over the life of the mine. The miningtocapitalized in inventory and the amounts chatgezbst of goods
sold do not represent the actual costs incurredite the ore in any given period. Upon adoptiofEGfF 04-6 on January 1, 2006, FCX recorded itsmefemining costs asset ($285 million) as of Decen#d, 2005, net of
taxes, minority interest share and inventory e§¢$1.36 million), as a cumulative effect adjustmenteduce beginning retained earnings. In addistripping costs incurred in 2006 and later pesiatk recorded in accorda
with EITF 04-6. As a result of adopting EITF 04F8;X’s income from continuing operations before imeotaxes and minority interests for the year eridecember 31, 2006, was $35 million lower and netime was $19
million ($0.10 per basic share and $0.08 per dilisieare) lower than if it had not adopted EITF Cdrfi continued to defer stripping costs. Adoptibthe new guidance had no impact on FCX's cashsldlhe pro forma
impact of applying EITF 04-6 would be to reduce inebme by $35 million or $0.16 per diluted shasethe year ended December 31, 2005.

Environmental Expenditures . Environmental expenditures are expensed or dagith depending upon their future economic besefitabilities for such expenditures are recordé@mit is probable that obligations have
been incurred and the costs can be reasonablyagstinrf-or closed facilities and closed portionsprating facilities with environmental obligatigras environmental liability is accrued when a diegi to close a facility, or
portion of a facility, is made by management arelehvironmental liability is considered to be prolea Environmental liabilities attributed to the@prehensive Environmental Response, Compensatiain, iability Act
(CERCLA) or analogous state programs are considaralohble when a claim is asserted, or is probabéessertion, and FCX, or any of its subsidiariese been associated with the site. Other envirarmheemediation
liabilities are considered probable based on spefitts and circumstances. F@X&stimates of these costs are based on an evalwétvarious factors, including currently availalficts, existing technology, presently ena
laws and regulations, remediation experience, vérathnot FCX is a potentially responsible partR ) and the ability of other PRPs to pay theiradted portions. With the exception of those obiayet assumed in the
acquisition of Phelps Dodge that were recordedttated fair values (see Note 15), environmertiéijations are recorded on an undiscounted badieréthe available information is sufficient toimstte the amount of
liability, that estimate has been used. Where rifarination is only sufficient to establish a ramjerobable liability and no point within the ranigemore likely than any other, the lower end & tange has been used.
Possible recoveries of some of these costs froer gihrties are not recognized in the consolidatethtial statements until they become probablealegsts associated with environmental remediaisrdefined in Americe
Institute of Certified Public Accountants StatemehPosition (SOP) 96-1, “Environmental Remediatigabilities,” are included as part of the estinthtiability.
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Asset Retirement Obligations. In accordance with SFAS No. 143, “Accounting Amset Retirement Obligations,” FCX records the Yailue of estimated asset retirement obligatiorR@A) associated with tangible long-
lived assets in the period incurred. Retiremenigalions associated with loriyed assets included within the scope of SFAS NEB are those for which there is a legal obligatmsettle under existing or enacted law, sta
written or oral contract or by legal constructidimese liabilities are accreted to full value overet through charges to income. In addition, asstsiement costs (ARCs) are capitalized as patefélated asset’s carrying
value and are depreciated (primarily on a unit4ofdpiction basis) over the assetespective useful life. Reclamation costs fourfetdisturbances are recognized as an ARO andedatad ARC in the period of the disturbar
FCX's AROs consist primarily of costs associatethvmine reclamation and closure activities. Theg®ities, which are site specific, generally indfucosts for earthwork, revegetation, water treatraad demolition (see
Note 15).

Income Taxes. FCX accounts for income taxes pursuant to SFASING, “Accounting for Income Taxes.” Deferred inm®taxes are provided to reflect the future taxsegmences of differences between the tax bases of
assets and liabilities and their reported amountké financial statements (see Note 14). A vabumadillowance is provided for those deferred taxes®r which it is more likely than not that treated benefits will not be
realized. The effect on deferred income tax asseddiabilities of a change in tax rates and laswetognized in income in the period in which sclchnges are enacted.

On January 1, 2007, FCX adopted FASB Interpretdtion48, “Accounting for Uncertainty in Income TaxdFIN 48), which prescribes a recognition threshaid emeasurement attribute for the financial statemegognitior
and measurement of a tax position taken or expeotbd taken in a tax return. FIN 48 also provigeslance on derecognition, classification, inteeest penalties, accounting in interim periods, ldmere and transition. Upc
adoption of FIN 48, FCX recorded a cumulative eftedjustment of $4 million to increase beginningireed earnings. Following adoption of FIN 48 rethto amounts accrued for unrecognized tax ben&f@X includes
accrued interest in interest expense and accruealtfes in other income and expenses rather thits provision for income taxes. FCX had previousigiuded interest and penalties in its provisionificome taxes.

Derivative Instruments. Attimes, FCX and its subsidiaries have entengéd derivative contracts to manage certain risksltang from fluctuations in commaodity prices (paniy copper and gold), foreign currency excha
rates and interest rates by creating offsettingketagxposures. FCX accounts for derivatives purstea8FAS No. 133, “Accounting for Derivative Instnents and Hedging Activities.” SFAS No. 133, assaguently
amended, established accounting and reporting atdsdequiring that every derivative instrumentl{iding certain derivative instruments embeddeotiver contracts) be recorded in the balance slsegitieer an asset or
liability measured at its fair value. The accougtfor changes in the fair value of a derivativermsment depends on the intended use of the derévafid the resulting designation. See Note 17 famamary of FCX's
outstanding derivative instruments at Decembe807, and a discussion of FCX'’s risk managemeategiies for those designated as hedges.

FCX elected to continue its historical accountingifs mandatorily redeemable preferred stock iedeco commodities under the provisions of SFAS N&8, which allow such instruments issued beforeidgnl, 1998, to be
excluded from those instruments required to besadglifor changes in their fair values. Mandatamigieemable preferred stock indexed to commoditestveated as a hedge of future production ancceraied at its original
issue value. As redemption payments occurred,réififees between the carrying value and the paymesres recorded as adjustments to revenues. In Z0D§,made the final redemptions of its preferredistodexed to
commodities. Under SFAS No. 150, “Accounting for@m Financial Instruments with Characteristichbofth Liabilities and Equity,” FCX classified itsandatorily redeemable preferred stock as debtdBiv payments on
FCX’s mandatorily redeemable preferred stock wéassified as interest expense (see Notes 11 and 17)

Revenue Recognition. FCX sells its products pursuant to sales corgrastered into with its customers. Revenue foF@IK'’s products is recognized when title and riskosts pass to the customer and when collectibigity
reasonably assured. The passing of title and fihss to the customer is based on terms of thessaintract, generally upon shipment or delivergrofiuct.

Revenues from FCX'’s concentrate and cathodes aeda®corded based on either 100 percent of agiomél sales price or a final sales price calcdlateaccordance with the terms specified in thevaht sales contract.

Revenues from concentrate sales are recorded tretadfnent and all refining charges (including enparticipation, if applicable, as discussed beland the impact of derivative contracts, including impact of redemptions
of FCX’s mandatorily redeemable preferred stocleiet to
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commodities and the copper collars acquired fromlfthDodge (see Notes 11 and 17). Moreover, becapsetion of the metals contained in copper cotregégs is unrecoverable as a result of the smegftingess, FCX’s
revenues from concentrate sales are also recortasf allowances based on the quantity and valukesfe unrecoverable metals. These allowancesregatiated term of FCX’s contracts and vary byteaer. Treatment
and refining charges represent payments or prigestents to smelters and refiners and are eitked for in certain cases vary with the price ofpemp(referred to as price participation).

Under the long-established structure of sales ageeaés prevalent in the industry, copper contaimezbhcentrates and cathodes is generally provijopaced at the time of shipment. The provisiopakes are finalized in a
specified future period (generally one to four nienfrom the shipment date) based on the quoteddroEtal Exchange (LME) or the New York CommaoditycBange (COMEX) prices. The sales subject to fimaing are
generally settled in a subsequent month or quafteX’s concentrate and cathode sales agreementetdalow for net settlement and always resulttiggical delivery. Final delivery to customers caket up to 60 days.

Under SFAS No. 133, FCX'’s sales based on a prawsisales price contain an embedded derivative (a pricing mechanism that is finalized after tineetof delivery) that is required to be bifurcafesim the host contract.
The host contract is the sale of the metals coathin the concentrates or cathodes at the theemtME or COMEX price. FCX applies the normal phase and sale exception allowed by SFAS No. 133ethost contract
in its concentrate or cathode sales agreementsibethe sales always result in physical deliverydés SFAS No. 133, as amended, the embedded deeivttes not qualify for hedge accounting. Therefthe embedded
derivative on these provisional sales is adjustefdit value through earnings each period untildhee of final pricing. At December 31, 2007, rewes based on provisional sales prices totaledi$illign. At December 31,
2007, FCX had outstanding provisionally priced sal®402 million pounds of copper (net of minoiityerests), priced at an average of $3.02 per posutgject to final pricing. Final prices on theaes will be established
over the first several months of 2008 pursuanéetms of sales contracts. During 2007, 2006 and ,2B@5maximum net price adjustment to copper regsmaiter initial recognition was 17 percent.

Gold sales are priced according to individual cacitterms, generally the average London BullionkdaAssociation price for a specified month nearrionth of shipment.

More than 70 percent of FCX's molybdenum sales vpeieed based on prices published in Plitetals Week Ryan’s Note®r Metal Bulletin, plus premiums. The majority of these sales usatterage of the previous
month. FCX’s remaining molybdenum sales generadlyehpricing that is either based on a fixed pricadjusts within certain price ranges.

PT Freeport Indonesia sales are subject to cextgaities, which are recorded as a reduction temees (see Note 16 for further discussion).

Stock-Based Compensation.As of December 31, 2007, FCX has five stock-basagloyee compensation plans and one stock-basectati compensation plan. Prior to January 1, 26@% accounted for options granted
under all of its plans under the recognition anc&sueement principles of Accounting Principles Bo@&B) Opinion No. 25, “Accounting for Stock IssuelEmployees,and related interpretations, as permitted by SFAS
123, “Accounting for Stock-Based Compensation.” ABBinion No. 25 required compensation cost forlstmgtions to be recognized based on the differemcthe date of grant, if any, between the quotetketarice of the
stock and the amount an employee must pay to actherstock {.e., the intrinsic value). Because all FCX’s plansuieg that the option exercise price be at leastiheket price on the date of grant, FCX recognized
compensation cost on the grant or exercise ofiigleyees’ options through December 31, 2005. Ro@007, the market price was defined as the aeesfthe high and low price of FCX common stockiea date of grant.
Effective January 2007, in response to new Seesriénd Exchange Commission disclosure rules, tresplere amended to define the market price foréugrants as the closing price of FCX common stotkhe date of
grant. Other awards under the plans did resulbimpensation costs being recognized in earningslb@séhe projected intrinsic value for restrictéatck units to be granted in lieu of cash compepsathe intrinsic value on
the date of grant for other restricted stock uaitd the intrinsic value on the reporting or exerclate for cash-settled stock appreciation righsRs).

Effective January 1, 2006, FCX adopted the faiugakcognition provisions of SFAS No. 123 (revi2é@4), “Share-Based Payment” (SFAS No. 123R), udiegnodified prospective transition method. Unttiett transition
method, compensation cost recognized in 2007 afé B@ludes: (i) compensation costs for all
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stock option awards granted to employees prioutmbt yet vested as of January 1, 2006, baseteograntdate fair value estimated in accordance with thgiral provisions of SFAS No. 123, and (ii) compatisn costs fo
all stock option awards granted subsequent to Jpriy2006, based on the grant-date fair valuenegéd in accordance with the provisions of SFAS Na&R. In addition, other stock-based awards clibrgexpense under
SFAS No. 123 continue to be charged to expenser8fé&@S No. 123R. These include restricted stockstemd SARs. Results for 2005 have not been resta@X has elected to recognize compensation ¢ostvards that
vest over several years on a straight-line basis the vesting period. FCX's stock option awardsvjate for employees to receive the next year'simgsifter an employee retires. For awards grantted danuary 1, 2006, to
retirement-eligible employees, FCX records one péamortization of the awards’ value on the ddtgrant. Certain restricted stock units are perfmnge-based awards with accelerated vesting upwement. Therefore, in
accordance with SFAS No. 123R and consistent withr pears’ accounting, FCX recognizes the compgmsaost for restricted stock units granted tareetent-eligible employees in the period during ethihe employee
performs the service related to the grant. Theisesvmay be performed in the calendar year pregatia date of grant. In addition, prior to adoptadrSFAS No. 123R, FCX recognized forfeitures aythccurred in its SFA
No. 123 pro forma disclosures. Beginning Janua3006, FCX includes estimated forfeitures in itspensation cost and updates the estimated fordeifiie through the final vesting date of the awe

The following table illustrates the effect on netéame and earnings per common share for the yemdeBecember 31, 2005, if FCX had applied thevialue recognition provisions of SFAS No. 123 tacktbased awards
granted under FCX’s stock-based compensation plans:

Net income applicable to common stock, as repc $ 938

Add: Stocl-based employee compensation expe

included in reported net income for stock opt

conversions, SARs and restricted stock ul

net of taxes and minority interes 13
Deduct: Total stoc-based employee compensat

expense determined under fair ve-based metho

for all awards, net of taxes and minority intere (26)

Pro forma net income applicable to common si $ 922

Earnings per shar
Basic- as reportet $ 5.1¢
Basic- pro forma $ 5.1z
Diluted - as reporter $ 4.67
$ 4.64

Diluted - pro forma

For the pro forma computations, the values of apgimants were calculated on the dates of grangukia Black-Scholes-Merton option pricing model andortized to expense on a straight-line basis theepptions’ vesting
periods. No other discounts or restrictions relatedesting or the likelihood of vesting of stogitions were applied. The following table summaritescalculated average fair values and weiglateztage assumptions use!
determine the fair value of FCX's stock option gsannder SFAS No. 123 during the year ended DeceB81he2005.

Fair value per stock optic $ 13.9%
Risk-free interest rat 3.£%
Expected volatility rat 46%
Expected life of options (in year 6
Assumed annual divider $ 1.0C

141




Table of Contents

Earnings Per Share. FCX’s basic net income per share of common steak calculated by dividing net income applicabledmmon stock by the weighted-average number ofheomshares outstanding during the year.
The following is a reconciliation of net income andighted-average common shares outstanding faoges of calculating diluted net income per sharehfe years ended December 31, 2007, 2006 and 2005

2007 2006 2005
Income from continuing operatiol $ 2,942 $ 1,457 $ 99k
Preferred dividend (208) (61 (60
Income from continuing operations applica
to common stoc 2,734 1,39¢ 93t
Plus income impact of assumed conversior
6%% Mandatory Convertible Preferred St 147 - -
5%% Convertible Perpetual Preferred St 61 61 60
7% Convertible Senior Not¢ = 12 35
Diluted net income from continuing operatic
applicable to common stoc 2,942 1,46¢ 1,03
Income from discontinued operatio 35 - -
Diluted net income applicable to common sh $ 2971 $ 1,46¢ $ 1,03¢
Weightet-average common shares outstanc 341 191 18C
Add shares issuable upon conversion, exel
or vesting of:
6%% Mandatory Convertible Preferred St
(see Note 13 30 - -
5%% Convertible Perpetual Preferred Stock (see Md} 23 22 21
7% Convertible Senior Notes (see Note - 7 17
Dilutive stock options (see Note 1 2 1 2
Restricted stock (see Note 1 1 - -
Weightec-average common shares outstanding
purposes of calculating diluted net income pere 397 221 220
Diluted net income per share of common st
Continuing operation $ 7.41 $ 6.6 $ 4.67
Discontinued operations 0.0¢ — —
Diluted net income per share of common stock $ 7.5C $ 6.6 $ 4.67

Outstanding stock options with exercise pricestgrethan the average market price of FCX's comntooksduring the period are excluded from the corapom of diluted net income per share of commonlstéCX's
convertible instruments are also excluded wheruitioly the conversion of these instruments increegested diluted net income per share. No amowete excluded for 2007. Excluded amounts in 20@52005 were
approximately one million stock options with weigtitaverage exercise prices of $63.77 in 2006 a6®93n 2005.

New Accounting Standards. Fair Value Measurementtn September 2006, the FASB issued SFAS No. 155y Value Measurements,” which provides enhancedanee for using fair value to measure assets and
liabilities. SFAS No. 157 does not require any rfaivvalue measurements under U.S. generally aedegtcounting principles (GAAP); rather this stataemestablishes a common definition of fair vajueyides a framewol
for measuring fair value under U.S. GAAP and expagiidclosure requirements about fair value measemeésnOn February 12, 2008, the FASB issued FSPT5AS2, which delays the effective date of SFAS NeX. for
nonfinancial assets or liabilities that are notuiegd or permitted to be measured at fair valua oecurring basis to fiscal years beginning aftevéinber 15, 2008, and interim periods within thpsars. FCX is currently
evaluating the impact, if any, the adoption of SAX& 157 will have on its financial reporting andaosures.

Fair Value Option for Financial Assets and Liak#i.|n February 2007, the FASB issued SFAS No. 159¢“FFhir Value Option for Financial Assets and Litiei — Including an amendment of FASB No. 115, iath

permits entities to choose to measure many finairs&ruments and certain other items at fair vahat are not currently required to be measurddimavalue. SFAS No. 159 is effective for fiscalaye beginning after
November 15, 2007. FCX does not believe adoptioBFAS No. 159 will have a material impact on itsaficial reporting and disclosur
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Business Combinationin December 2007, the FASB issued SFAS No. 141ligeeM2007), “Business Combinations” (SFAS No. 141R)der SFAS No. 141R, all business combinatiorisbeiaccounted for under the
acquisition method, and the new standard makeaioesther changes to the accounting for businesgowtions, of which the most significant are dbfes: (i) whether all or a partial interest is at®gd, the acquirer will
recognize the full value of assets acquired, liséd assumed and noncontrolling interests; (ii¢cli costs of a business combination will be chatgeexpense if they are not associated with igsdebt or equity securities;
(iii) any contingent consideration will be recogmizand measured at fair value on the acquisitios, aéth subsequent changes to the fair value mgized in earnings; and (iv) equity issued in coesation for a business
combination will be measured at fair value as efakquisition date. SFAS No. 141R applies prospelgtito business combinations for which the acdoisidate is on or after fiscal years beginningmaBRecember 15, 2008.
Early adoption is prohibited.

Noncontrolling Interests in Consolidated Financ@&thtementsin December 2007, the FASB issued SFAS No. 160ntdatrolling Interests in Consolidated Financiat8ments — an amendment of ARB No. 51,” which
clarifies that noncontrolling interests (minoritytérests) are to be treated as a separate compufrequiity and any changes in the ownership intgiesvhich control is retained) are to be accodrfte as capital transactions.
However, a change in ownership of a consolidatédigiary that results in a loss of control is cdesed a significant event that triggers gain os leognition, with the establishment of a new ¥aiue basis in any remaini
ownership interests. SFAS No. 160 also providestiaddl! disclosure requirements for each reporpegod. SFAS No. 160 applies to fiscal years beigimion or after December 15, 2008, with early agwopprohibited. This
statement is required to be adopted prospectieglyept for the following provisions, which are egpeel to be applied retrospectively: (i) the redfasstion of noncontrolling interests to equitytime consolidated balance
sheets and (ii) the adjustment to consolidatedrmoeme to include net income attributable to bai ¢ontrolling and noncontrolling interests.

Reclassifications. For comparative purposes, primarily because egitquisition of Phelps Dodge, certain prior yeaoants have been reclassified to conform with tireent year presentation.

NOTE 2. ACQUISITION OF PHELPS DODGE

On March 19, 2007, FCX acquired Phelps Dodge, Ia fnlegrated producer of copper and molybdenunth wiines in North and South America and processagabilities for other by-product minerals, suclyalsl, silver
and rhenium, and several development projectsydtiyy Tenke Fungurume in the Democratic Republi€ofigo (DRC).

In the acquisition, each share of Phelps Dodge comstock was exchanged for 0.67 of a share of F@Xngon stock and $88.00 in cash. As a result, FGieid 136.9 million shares and paid $18.0 billionash to Phelps
Dodge shareholders. The acquisition has been atmbéor under the purchase method as required BS3¥o. 141, with FCX as the accounting acquirer.

The initial estimates of the fair value of assefgured and liabilities assumed and the resul®heflps Dodge’s operations are included in FCX'ssotidated financial statements beginning March22@7.

The following table summarizes the $25.8 billionghase price, which was funded through a combinaifccommon shares issued, borrowings under arb$illion senior credit facility, proceeds from tbéfering of $6.0
billion of senior notes (see Note 11 for furthesalission) and available cash resources:

Phelps Dodge common stock outstanding and iss@liarch 19, 2007 (in millions 204.:
Exchange offer ratio per share of FCX common sfocleach Phelps Dodge common sh 0.67
Shares of FCX common stock issued (in millio 136.¢
Cash consideration of $88.00 for each Phelps Dodgemon shar $ 17,97¢
Fair value of FCX common stock issu 7,787
Transaction and change of control costs and relextguloyee benefit 13€
Release of FCX deferred tax asset valuation alloes (92) ¢
Total purchase pric $ 258K

a. Cash consideration includes cash paid in lieu gffeactional shares of FCX stock.
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b. Measurement of the common stock component of thehase price was based on a weighted average glpsite of FCX's common stock of $56.85 for the tdays prior to
through two days after the public announcemenhefherger on November 19, 20!

c. FCX determined that, as a result of the acquisitibRhelps Dodge, it will be able to realize certtii.S. tax credits for which it had previously metognized any benefit. Recognition of these taxlits resulted in a $!
million reduction to the purchase pric

In accordance with the purchase method of accogintire purchase price paid was determined at tteeaddhe public announcement of the transactiahteas been allocated to the assets acquired dilitits assumed based
upon their estimated fair values on the closing ddtMarch 19, 2007. FCX is continuing to valueaalsets acquired and liabilities assumed, and terel be additional adjustments to the estimataédvilues until all
valuation work is finalized in the first quarter 2008. In valuing acquired assets and assumeditiiei fair values were based on, but not limitedquoted market prices, where available; theningé FCX with respect to
whether the assets purchased were to be heldpsaltandoned; expected future cash flows; cureglacement cost for similar capacity for certaiedi assets; market rate assumptions for contrashligiations; and
appropriate discount rates and growth rates. Thessxof the purchase price over the estimateddaie of the net assets acquired has been recasdgdodwill. A decline in copper or molybdenum psidrom those used to
estimate the fair values of the acquired assetkleesult in impairment to the carrying amountsigrssd to inventories; mill and leach stockpilegerty, plant and equipment; and goodwill. At tlaéedof acquisition of

Phelps Dodge, copper price projections used toevéile assets acquired ranged from a near-term @ir2.98 per pound for copper and $26.20 per pdancholybdenum to a long-term average price o2®Xer pound for
copper and $8.00 per pound for molybdenum.

A current summary of the purchase price allocatisof March 19, 2007, follows (in billions):

Phelps Preliminary
Dodge Purchast
Historical Fair Value Price

Balances Adjustments Allocation
Cash and cash equivalel $ 42  $ = $ 4.2
Inventories, including mill and leach stockpi 0.9 2.8 3.7
Property, plant and equipmeht 6.0 16.1 22.1
Other asset 3.1 0.2 .3
Allocation to goodwill® - 6.3 6.%°
Total asset 14.2 254 39.€
Deferred income taxes (current and long-tefm) (0.7) (6.3) (7.0
Other liabilities (4. (1.5) (5.6)
Minority interests 12 = 1.2
Total $ 82 _$ 176 _$ 25.¢

a. Includes amounts for proven and probable resemeéwalues of VBPP (see Note

b. None of the $6.3 billion of goodwill is deductitfier tax purposes

c. Includes $160 million of goodwill associated withefps Dodge International Corporation (PDIC). PB&s sold in the fourth quarter of 2007 (see Nott

d. Deferred income taxes have been recognized bastkatifference between the tax basis and the atufrfair values assigned to net ass

Prior to the end of the first quarter of 2008 nifdrmation becomes available that an asset exiatédbility had been incurred or an asset had liepaired as of the acquisition date, and the artsocan be reasonably
estimated, such items will be included in the pasehprice allocation.

Goodwill, which arose with FCX’s acquisition of Rpe Dodge, is attributed to a number of potenti@tegic and financial benefits that are expeateldet realized, including, but not limited to, tledidwing:

« The combined compa’s increased scale of operations, management degtst@ngthened cash flow provide an improved piatfto capitalize on growth opportunities in thelgl market
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« The combined company is well positioned to berfedin the positive copper market at a time whenehigm scarcity of large-scale copper developmmsjepts combined with strong global demand for @pp

« The combined company has lotiged, geographically diverse reserves, totalind238llion pounds of copper, 41.0 million ouncegyofd and 2.0 billion pounds of molybdenum as ot&maber 31, 2007 (see Note :
Additionally, the combined company has rights gn#ficant mineralized material that could add teemes

« The combined company has exploration rights wigmiicant potential in copper regions around theldio
Unaudited Pro Forma Financial Information. The following unaudited pro forma financial infieation assumes that FCX acquired Phelps Dodgetivetanuary 1, 2007, for the 2007 period, andegffe January 1, 2006,

for the 2006 period. The most significant adjusttaenlate to the purchase accounting impacts eéases in the carrying values of acquired metaniries (including mill and leach stockpiles) gmdperty, plant and
equipment using March 19, 2007, metal prices asdraptions:

Historical
Phelps Pro Forme Pro Forme
FCX Dodge® Adjustments Consolidatec

Year Ended December 31, 20
Revenue: $ 16,93¢ $ 220, $ - s 19,23
Operating incom 6,55¢ 792 (108) 7,242°
Income from continuing operations bef

income taxes and minority intere: 6,13¢ 837 Q) 6,797 e
Income from continuing operations applica

to common stoc 2,73¢ 493 (166) 3,060
Diluted income from continuing operatio

per share of common sto 7.41 N/A N/A 7.41P0081
Diluted weighted average shares outstan 397 N/A N/A 448"
Year Ended December 31, 20
Revenue: $ 5,791 $ 10,74: $ 12C $ 16,65(11‘g
Operating incom 2,86¢ 4,15¢ (2,077 4,95("°
Income from continuing operations beft

income taxes and minority intere: 2,82¢ 4,76€ (2,847 4,749
Income from continuing operations applica

to common stoc 1,39€ 3,00( (2,199 2,199
Diluted income from continuing operatio

per share of common sto 6.6% 14.7¢ N/A 5,548
Diluted weighted average shares outstan 221 204 N/A 448"

a. For the year ended December 31, 2007, representeshlts of Phelps Dod’s operations from January 1, 2007, through Margh2097. Beginning March 20, 2007, the results célp$Dodg’s operations are includ
in FCX's consolidated financial informatio

Additionally, for comparative purposes the histatiPhelps Dodge financial information for the yeaded December 31, 2006, represents results fratmoing operations, and therefore, excludes tkelte of PDIC
(i.e., discontinued operations).

o

. Includes charges to revenues for markrtarket accounting adjustments on copper price ptiote programs totaling $195 million ($119 milliea net income or $0.27 per share) for 2007 and Billian ($915 million tc
net income or $2.06 per share) for 2006. Also idekicredits for amortization of acquired intangiteilities totaling $120 million ($76 million taet income or $0.17 per share) in each y

o

. Includes charges associated with the impacts ointtreases in the carrying values of acquired metedntories (including mill and leach stockpiles)d property, plant and equipment, and also inclube amortization
intangible assets and liabilities resulting frora #tquisition totaling $1.6 billion ($1.0 billion het income or $2.25 per share) for 2007 and B#lian ($1.4 billion to net income or $3.13 perask) for 2006
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d. Excludes net losses on early extinguishment of tiethting $88 million ($69 million to net income $6.15 per share) for financing transactions rellaethe acquisition of Phelps Dod

e. Includes net interest expense associated withidsted in connection with the acquisition of Phéhusige totaling $580 million ($452 million to neticiome or $1.01 per share) for 2007 and $775 mi(&698 million tc
net income or $1.57 per share) for 20

f. Includes gains primarily on the sales of marketakleurities totaling $85 million ($52 million to tiecome or $0.12 per shar

g. Includes charges to revenues totaling $82 milli®44(million to net income or $0.10 per share) asged with the redemption of FCX's Gold-Denominafeferred Stock, Series Il and Sileenominated Prefern
Stock.

h. Estimated pro forma diluted weighted average shaunestanding for the years ended December 31, 26672006, follow (in millions)

2007 2006

Average number of basic shares of FCX common ¢

outstanding prior to the acquisition of Phelps D& 19¢ 191
Shares of FCX common stock issued in the acquie 137 137
Sale of FCX share 47 47
Mandatory Convertible Preferred Stoc 39 39
Other dilutive securitie 27 31
Pro forma average number of common shares outsig 44€ 44%

*  See Note 13 for additional informatic

The above unaudited pro forma consolidated finameiarmation has been prepared for illustrativegmses only and is not intended to be indicativthefresults that would actually have occurredherresults expected in
future periods, had the events reflected hereinmed on the dates indicated.

NOTE 3. OWNERSHIP IN SUBSIDIARIES, JOINT VENTURES AND INVESTMENT IN PT SMELTING

Ownership in Subsidiaries. On March 19, 2007, Phelps Dodge became a whulhyed subsidiary of FCX. Phelps Dodge is a fullggrated producer of copper and molybdenum, wittesiin North America and South
America, copper and molybdenum conversion facdljtend several development projects, including @dflkngurume in the DRC. At December 31, 2007, Rhelpdge’s major operating copper mines in North Aczewere
Morenci, Bagdad, Sierrita and Safford located ifzdna, and Chino and Tyrone located in New Mexi#0X has an 85 percent interest in Morenci (seentddentures — Sumitomo”) and owns 100 percent efatiner North
America mines. At December 31, 2007, operating eoppines in South America were Candelaria (80 peroened), Ojos del Salado (80 percent owned) drbEa (51 percent owned) located in Chile, andr@&ferde
(53.56 percent owned) located in Peru. Phelps Datiyeowns the Henderson and Climax molybdenum srioeated in Colorado. The Henderson mine is ctigr@perating, and the Climax mine is scheduledréstart in
2010. In addition to copper and molybdenum, centaiimes produce other minerals as by-products, asaold, silver and rhenium. At December 31, 260%Ips Dodge’s net assets totaled $28.0 billionisnetained
earnings totaled $2.2 billion. As of December 3102, FCX had no loans outstanding to Phelps Dodge.

FCX owns an effective 57.75 percent interest (tgtoits ownership in Phelps Dodge) in Tenke Fungeriiming, S.A.R.L. (Tenke Fungurume), a companyiporated under the laws of the DRC. The remainingership
interests are held by Tenke Mining Corp. (TMC), erhis owned by Lundin Mining Corporation (24.75 qemnt) and La Générale des Carriéres et des Minésaf@ines), which is wholly owned by the Governnithe DRC
(17.5 percent). FCX is responsible for 70 percémiroject development costs and, at its joint vemfartner’s election, FCX is also responsiblefifeancing its partner's share of project overruhmore than 25 percent of the
feasibility study cost estimates. Gécamines hasnalilutable carried interest and is not respondimidunding any project costs. In accordance whthterms of the agreement, Gécamines will recasget transfer payments
totaling $100 million, $65 million of which has alidy been paid and the remainder of which will &iel pver a period of approximately three years.Kéefungurume will produce copper and cobalt arekgected to
commence mining operations in 2009.

In February 2008, FCX received a letter from thanistry of Mines, Government of the DRC, seeking FCeéomment on proposed material modifications amining contract for the Tenke Fungurume concessio
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including the amount of transfer payments payabkhé government, the government’s percentage ahipeand involvement in the management of the nriegylarization of certain matters under Congolegeand the
implementation of social plans. FCX's mining cootravas negotiated transparently and approved btheernment of the DRC following extended negatiasi, and FCX believes it complies with Congolesedad is
enforceable without modifications. FCX is currentlgrking cooperatively with the Ministry of Mines tesolve these matters while continuing with itsj@ct development activities.

FCX’s direct ownership in PT Freeport Indonesialed 81.28 percent at December 31, 2007 and 200G d®copper Investama, an Indonesian company, @86 percent of PT Freeport Indonesia and FCX dlts
percent of PT Indocopper Investama. In July 20@X Feceived a request from the Indonesian DepartwfeBnergy and Mineral Resources that it offesédl shares in PT Indocopper Investama to Indonesagionals at fair
market value. In response to this request andew wif the potential benefits of having additionaddnesian ownership in the operations, FCX agreettie time, to consider a potential sale of aerggt in PT Indocopper
Investama at fair market value. Neither its CorttcddVork nor Indonesian law requires FCX to divasy portion of its ownership in PT Freeport Indsineor PT Indocopper Investama. At December 3172B0 Freeport
Indonesia’s net assets totaled $2.0 billion anceitained earnings totaled $1.8 billion. As of Daber 31, 2007, FCX had no outstanding loans to ®R€gort Indonesia. Substantially all of PT Freepribnesia’s assets are
located in Indonesia. During 2007, the Indonestzosnemy posted economic gains and reported redudkdion rates. Indonesia continues to face palltieconomic and social uncertainties, includingesatist movements
and civil and religious strife in a number of prosés.

FCX owns 100 percent of the outstanding Atlantip@r common stock. At December 31, 2007, Atlantpg@r’s net assets totaled $154 million and rethggrnings totaled a negative $234 million. FCX &&190 million
loan outstanding to Atlantic Copper, and AtlantizpPer’s debt under financing arrangements thagaaeanteed by FCX totaled $56 million at Decemter2B07. Under the terms of its concentrate sajesements with
Atlantic Copper, PT Freeport Indonesia had outstanttade receivables from Atlantic Copper total$igZ2 million at December 31, 2007.

In July 2003, FCX acquired the 85.71 percent owmipriterest in PT Puncakjaya Power (PuncakjayadPpawned by affiliates of Duke Energy Corporatfon$68 million cash, net of $10 million of cashgaired.
Puncakjaya Power is the owner of assets supplyimgepto PT Freeport Indonesia’s operations, inclgdhe 3x65 megawatt coal-fired power facilitie$. Freeport Indonesia purchases power from Puncalayver under
infrastructure asset financing arrangements. Inckl&005, FCX prepaid $187 million of bank debt assted with Puncakjaya Powsroperations. At December 31, 2007, FCX had a $flidmloan outstanding to Puncakja
Power, PT Freeport Indonesia had infrastructuretdssmncing obligations payable to Puncakjaya Rdnfaling $162 million and Puncakjaya Power hadaeivable from PT Freeport Indonesia for $212iamill including Ric
Tinto’s share. FCX consolidates PT Freeport Indiznasd Puncakjaya Power. FCX’s consolidated balaheets reflect receivables of $46 million ($9 imillin other accounts receivable and $37 millioioimgterm assets) .
December 31, 2007, and $55 million ($9 million ther accounts receivable and $46 million in longrt@ssets) at December 31, 2006, for Rio Tinto&slof Puncakjaya Power’s receivable as providethf6CX'’s joint
venture agreement with Rio Tinto.

Joint Ventures. FCX has the following unincorporated joint vemsiwith third parties.

Rio Tinto.In March 2004, FCX purchased Rio Tinto's 23.9 roiflishares of FCX common stock for $882 million (apgmately $36.85 per share) with a portion of pieceeds from the sale of the 5%2% Convertible Regpe
Preferred Stock (see Note 13). Rio Tinto acquihesdeé shares from FCX’s former parent company irfb 182onnection with the spin-off of FCX as an ipdadent company. FCX and Rio Tinto have establisieetin
unincorporated joint ventures which were not impddty FCX’s purchase of its shares from Rio Tikinder the joint venture arrangements, Rio Tinto&d§ percent interest in PT Freeport Indonesiaist@ct of Work and
the option to participate in 40 percent of any oféure exploration projects in Papua, Indonesiader the arrangements, Rio Tinto funded $100 amilln 1996 for approved exploration costs in theaarcovered by Contrac
of Work held by FCX subsidiaries. Agreed-upon exalion costs in the joint venture areas are sh@@epercent by FCX and 40 percent by Rio Tinto.

Pursuant to the joint venture agreement, Rio Tiret® a 40 percent interest in certain assets antefptoduction exceeding specified annual amountsjgper, gold and silver through 2021 in Block AR Freeport
Indonesia’s Contract of Work, and, after 2021, gpéfent interest in all production from Block All Af PT Freeport Indonesia’s proven and probabkerves and its mining operations are locateden th

147




Table of Content

Block A area. Operating, nonexpansion capital airdiaistrative costs are shared proportionately betwPT Freeport Indonesia and Rio Tinto based ®mtio of (i) the incremental revenues from prdiucfrom PT
Freeport Indonesia’s most recent expansion contplat&998 to (i) total revenues from productioorfr Block A, including production from PT Freepantibnesia’s previously existing reserves. PT Fredpdonesia will
continue to receive 100 percent of the cash flamnfspecified annual amounts of copper, gold amisthrough 2021 calculated by reference to itw@noand probable reserves as of December 31, 298460 percent of all
remaining cash flow.

The joint venture agreement provides for adjustsmenthe specified annual amounts of copper, gottisélver attributable 100 percent to PT Freepaiibhesia upon the occurrence of certain eventshaddase an extended
interruption in production to occur, including et®such as the fourth-quarter 2003 Grasberg opesiippage and debris flow. As a result of the Beag slippage and debris flow events, the 2004ipe@mounts
attributable 100 percent to PT Freeport Indonegieeweduced by 172 million recoverable pounds émper and 272,000 recoverable ounces for gold.udatso agreements in 2005 and early 2006 withTRito, these
reductions were partially offset by increases i specified amounts attributable 100 percent t&fEport Indonesia totaling 62 million recoveragbdeinds for copper and 170,000 recoverable ouncegofd in 2005, and 11
million recoverable pounds for copper and 102,Gifdverable ounces for gold in 2021. The payabRidooTinto for its share of joint venture cash flotesaled $68 million at December 31, 2007, and $filon at December
31, 2006.

SumitomoFCX owns an 85 percent undivided interest in Morerecan unincorporated joint venture. The remagnl’d percent is owned by Sumitomo, a jointly owsebsidiary of Sumitomo Metal Mining Co., Ltd. and
Sumitomo Corporation. Each partner takes in kiadltare of Morenci’s production. During the peridarch 20, 2007 to December 31, 2007, Phelps Dodgehpsed 87 million pounds of Morenci’s copper odéhfrom
Sumitomo for $299 million. FCX had a $10 milliontieayable to Sumitomo at December 31, 2007.

Investment in PT Smelting. PT Smelting, an Indonesian company, operatesedter/refinery in Gresik, Indonesia. During 2084, Smelting completed an expansion of its product@pacity to 275,000 metric tons of
copper per year from 250,000 metric tons. PT Fredpdonesia, Mitsubishi Materials Corporation (Mibishi Materials), Mitsubishi Corporation (Mitsghi) and Nippon Mining & Metals Co., Ltd. (Nippoayvn 25 percent,
60.5 percent, 9.5 percent, and 5 percent, resgdgtiof the outstanding PT Smelting common stodk FReeport Indonesia provides nearly all of PT Simgls copper concentrate requirements. Under the PTti@meontract.
for the first 15 years of PT Smelting’s commercipérations beginning December 1998, the treatmehtefining charges on the majority of the concaetiPT Freeport Indonesia provides will not falowespecified
minimum rates ($0.21 per pound after March 2004Bjext to renegotiation in 2008. The rate was axprately $0.38 per pound during 2007. PT Smeltiag project-specific debt, nonrecourse to PT Fradpdonesia,
totaling $219 million at December 31, 2007 and $@#tfon at December 31, 2006.

NOTE 4. DISCONTINUED OPERATIONS
On October 31, 2007, FCX sold its internationalenand cable business, PDIC, for $735 million, whigbulted in a net loss of $14 million ($9 millimnet income) for transaction-related costs. Tardaction generated
after-tax proceeds of approximately $650 millioet(proceeds of $597 million after taxes, transactédated costs and PDIC cash).

As aresult of the sale, the operating resultsiii®Phave been removed from continuing operatiortsraeported as discontinued operations in the cafeteld statements of income. Selected financiarinétion that has been
reported as discontinued operations for the pevladch 20, 2007, through December 31, 2007, follows:

Revenue! $ 937
Operating incom: 78
Provision for income taxe (24)
Income from discontinued operatio 35

Cash flows from discontinued operations for theryeraled December 31, 2007, have not been sepaideeiyfied in the consolidated statements of déshis.
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NOTE 5. INVENTORIES, AND MILL AND LEACH STOCKPILES
The components of inventories follow:

December 31

2007 2006
Mining Operations
Raw materialt $ 1 -
Work-in-process 71 11
Finished good8 898 4
Atlantic Copper
Raw materials (concentrate 164 18¢
Work-in-process 220 16€
Finished goods 6 12
Total product inventorie 1,360 384
Total materials and supplies, fet 818 34C
Total inventories $ 2,178 724
a. Primarily includes concentrates and catho
b. Materials and supplies inventory is net of obsaese reserves totaling $16 million at both Decen®ig2007, and December 31, 20
FCX acquired mill and leach stockpiles in the Phdlmdge acquisition. The following is a detail afind leach stockpiles as of December 31, 2007:
North South
America America Total
Current:
Mill stockpiles $ = $ 6 6
Leach stockpile 63C 71 701
Total current mill and leach stockpil $ 63C $ 17 707
Long-term?:
Mill stockpiles $ - $ 248 248
Leach stockpile 68t 173 858
Total long-term mill and leach stockpile $ 68¢ $ 421 1,10¢
a. Materials in stockpiles not expected to be recavevithin the next 12 month
NOTE 6. PROPERTY, PLANT, EQUIPMENT AND DEVELOPMENT COSTS, NET
The components of net property, plant, equipmedtdavelopment costs follow:
December 31
2007 2006
Proven and probable resen $ 13,791 $ =
VBPP 2,10: -
Development and oth: 2,51¢ 1,53¢
Buildings and infrastructur 2,30( 1,501
Machinery and equipme 6,027 2,261
Mobile equipmen 2,10¢ 757
Construction in progres 1,197 162
Property, plant, equipment and development ¢ 30,04: 6,21¢
Accumulated depreciation, depletion and amortize (4,327) (3,120)
Property, plant, equipment and development cost $ 25,71¢ 3,09¢

FCX recorded $2,196 million for VBPP in connectigith the Phelps Dodge acquisition and transferi@@iillion to proven and probable reserves duri6@72

149




Table of Contents

FCX'’s capitalized interest totaled $147 million2807, $11 million in 2006 and $4 million in 2005a@talized interest in 2007 primarily related tovelepment projects at Safford and Tenke Fungurume.

NOTE 7. GOODWILL, AND INTANGIBLE ASSETS AND LIABIL ITIES
Goodwill. Changes in the carrying amount of goodwill fae ffrear ended December 31, 2007, follows:

At January 1, 200 $ =
Acquisition of Phelps Dodg 6,26¢
Additions® 21
Disposal of PDIC (see Note (181)

At December 31, 200 $ 6,10¢

a. In 2007, FCX acquired minority shareholc’ interests in several of its subsidiaries, whichexarbsequently included in the sale of PC

FCX recorded goodwill in connection with the Phelisdge acquisition. This amount represents thessxo&the purchase price over the fair value oétasacquired and liabilities assumed and is subpeatljustment as FCX
finalizes its analysis of these fair values in fingt quarter of 2008. In accordance with accountinles, goodwill resulting from a business combarais assigned to the acquiring entity's repgrtimits that are expected to
benefit from the business combination. Adjustménte recorded values of the assets acquirediabilities assumed in the acquisition of Phelps §®dhay occur until such values are finalized. Adougly, the allocation ¢
goodwill to reporting units, which FCX has deteredrnwill include its individual mines, will be congied when FCX finalizes the purchase price allocait the first quarter of 2008.

Goodwill has an indefinite useful life and is nat@rtized, but rather is tested for impairment asteannually, unless events occur or circumstacitasge between annual tests that would more likely not reduce the fair
value of a related reporting unit below its cargyamount. Although the allocation of goodwill tgooeting units has not yet been finalized, FCX perfed an initial impairment evaluation in the fougtharter of 2007 based on
a preliminary allocation and concluded that theess wo impairment of goodwill as of December 31,7200

Intangible Assets and Liabilities. Intangible assets (included in other assets)iradgible liabilities (included in other liabilés — see Note 10) at December 31, 2007, which aereired in connection with the acquisition
of Phelps Dodge, follow:

Gross Net

Carrying Accumulatec Book

Value Amortization Value
Water rights $ 22C $ (1) $ 21¢
Power contract 16¢ (38) 131
Patents and process technolt 48 ) 46
Royalty payment 3¢ 2) 37
Tire contracts 39 4) B85
Other intangible: 4 = 4
Total intangible asse $ 51¢ $ () $ 472

Treatment and refining terms

sales contract $ (52) $ 9 $ (43)
Molybdenum sales contracts (115) 111 (4)
Total intangible liabilities $ (167) $ 120 $ (47)

Amortization of intangible assets recognized indorction and delivery costs was $47 million in 208@d amortization of intangible liabilities recoged in revenues totaled $120 million in 2007. Theneated net
amortization expense for the next five years td&3 million in 2008, $26 million in 2009, $27 midh in 2010, $25 million in 2011 and $31 million2912.
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NOTE 8. TRUST ASSETS
The following is a detail of trust assets at Decenti, 2007, which were acquired in connection withacquisition of Phelps Dodge:

Global reclamation and remediati $ 544%
Rabbi trus 23
Change of contrc 21
Non-qualified retirement benefi 18
Total trust assel $ 606
a. Includes $106 million of legally restricted funds fAROs at the Chino, Tyrone and Cobre mines (s&e N5).
NOTE 9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
The following provides additional information regarg accounts payable and accrued liabilities.
December 31
2007 2006
Accounts payabl $ 1,19¢ $ 32C
Salaries, wages and other compense 27¢ 80
Current deferred tax liabilit 171 -
Accrued interes 144 22
Community development contributio 118 -
Pension, postretirement, postemployment and «
employee benefitd 10€ 8
Other 331 34€
Total accounts payable and accrued liabili $ 2,34¢ $ 77€
a. See Note 10 for lor-term portion and Note 12 for further discussi
NOTE 10. OTHER LIABILITIES
The following provides additional information redarg other liabilities.
December 31
2007 2006
Pension, postretirement, postemployment and «
employment benefits and lo-term incentive
compensatioft $ 644 $ 168
Reserve for uncertain tax bene 11& -
Accrued lon-term tax liability 80 -
Atlantic Copper contractual obligation
insurance company (see Note 72 70
Other 19E 30
Total other liabilities $ 1,10€ $ 268

a. See Note 9 for shc-term portion and Note 12 for further discussi
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NOTE 11. LONG-TERM DEBT
The following is a detail of long-term debt:

December 31

2007 2006
Senior Credit Facility $ = $ =
Senior Notes
8.375% Senior Notes due 20 3,50( -
8.25% Senior Notes due 20 1,50C -
Senior floating rate notes due 2C 1,00 -
67%% Senior Notes due 20: 34C 34C
9%:% Senior Notes due 20 23¢ -
8%% Senior Notes due 20 11€ -
6'4% Senior Notes due 20! 11¢ -
7% Debentures due 20: 11¢ -
7% Convertible Senior Notes due 2( 1 7
10%% Senior Notes due 20: - 272
Other (including equipment capital leases
shor-term borrowings 283 60
Total debt 7,211 68C
Less current portion of loi-term debt an
shor-term borrowings (31) (19
Long-term debr $ 7,18 $ 661

Senior Credit Facility. In connection with financing FCX’s acquisition ®helps Dodge, FCX used proceeds from its borrosvingler its $11.5 billion senior credit facilityt the close of the Phelps Dodge acquisition, the
senior credit facility consisted of a $2.5 billieanior term loan due March 2012, a $7.5 billionriEfee B term loan due March 2014 and $1.5 billiorewolving credit facilities due March 2012, witb amounts drawn on the
revolving credit facilities. The revolving credadilities are composed of (i) a $1.0 billion revialy credit facility available to FCX and (ii) a $0billion revolving credit facility available to blo FCX and PT Freeport
Indonesia. The $0.5 billion revolving credit fatilrepresents an amendment to the FCX and PT Frelepionesia revolver that was scheduled to matug909. FCX used proceeds from equity offeringeerating cash flows
and asset sales to prepay the $10 billion of teans by December 31, 2007.

Interest on the revolving credit facilities is bdsm the London Interbank Offered Rate (LIBOR) flLig5 percent, subject to an increase or decreabe iinterest rate margin based on the creditgatassigned by Standard
and Poor’s Rating Services and Moody'’s Investories. At December 31, 2007, no amounts were audstg under the revolving credit facilities.

The senior credit facility also contains covenaimtsiuding limitations on indebtedness, liens, asades, restricted payments and transactionsaffiliates. Financial leverage ratios must be metrder to incur certain
indebtedness and are required to be maintained wieee are amounts drawn or letters of credit antling under the revolving credit facilities. Them®r credit facility is guaranteed by certain wiawned subsidiaries of
FCX and is secured by the pledge of equity in sari&lly all of these subsidiary guarantors andagerther non-guarantor subsidiaries of FCX, artdrcompany indebtedness owed to FCX. Borrowings®) and PT
Freeport Indonesia under the $0.5 billion revolwer also secured with a pledge of 50.1 percentebtitstanding stock of PT Freeport Indonesia, 80gvercent of the assets of PT Freeport Indoreesiawith respect to
borrowings by PT Freeport Indonesia, a pledge ®fGbntract of Work.

During 2007, FCX recorded net charges totaling $hHon ($120 million to net income or $0.30 pelutied share) for early extinguishment of debt tedto the accelerated recognition of deferrednfiireg costs associated
with the repayment of amounts under the senioricfacility.

Senior Notes. In March 2007, in connection with financing FCXsquisition of Phelps Dodge, FCX sold $3.5 billfr8.375% Senior Notes due April 2017, $1.5 billiaf 8.25% Senior Notes due April 2015 and $1.0

billion of senior floating notes due April 2015 ftmtal net proceeds of $5.9 billion. Interest oe sienior notes is payable semiannually on Apritd @ctober 1. Interest on the senior floating ratees due April 2015 accrues
six-month LIBOR plus 3.25 percent. The weightedrage interest rate on these senior
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floating rate notes was 7.85 percent at Decembge2@17. These notes are redeemable in whole arin @t the option of FCX, at make-whole redemppages prior to the redemption dates, and aftedtwat stated
redemption prices. The terms of the agreementsdtio optional make-whole redemptions prior to Afri 2009, for the senior floating rate notes; Afri2011, for the 8.25% Senior Notes; and Apri2Q@12, for the 8.375%
Senior Notes. The indenture governing the notesagasrestrictions on incurring debt, creating $ieselling assets, making restricted payments atetiag into certain transactions with affiliates.

In February 2004, FCX sold $350 million of&6 Senior Notes due February 2014 for net procee#i84% million. Interest on the notes is payablmisenually on February 1 and August 1. These natesedeemable in
whole or in part, at the option of FCX, at a makieeVe redemption price prior to February 1, 2009 afterwards at stated redemption prices. Duri@#26CX purchased in open market transactions $lli@mof its 674%
Senior Notes. The indenture governing the notesagus certain restrictions on incurring debt, dregtiens, selling assets, making restricted paytsand entering into certain transactions withliafés. At the time of the
Phelps Dodge acquisition, th&® Senior Notes received the benefit of the sameamgtiges and subsidiary pledges provided under@edenior credit facility. This security could beleased under certain circumstances
involving changes in FCX's capital structure.

The 9%% Senior Notes due June 2031 and the 8%%r3¢oies due June 2011 bear interest payable semuiadly on June 1 and December 1. These notesdeemable in whole or in part, at the option of F&Xa make-
whole redemption price. In March 2007, in connettigth the acquisition of Phelps Dodge, FCX assuthede senior notes with a stated value of $30Bomjiwhich was increased by $54 million to refléue fair market
value of these obligations at the acquisition dake increase in value will be amortized over grentof the notes and recorded as a reduction efdst expense. At December 31, 2007, the prineipaiunt of the 9%2% Senior
Notes was $194 million and the 8%% Senior Notes$i&8 million. In February 2008, FCX purchasedrngen market transaction $33 million of the 9%:%i&eNotes for $46 million, which will result inrzet charge of $
million ($5 million to net income) in the first qutar of 2008.

The 64% Senior Notes due March 2034 bear interest payssste-annually on March 15 and September 15. Thetss are redeemable in whole or in part, at thewopf FCX, at a make-whole redemption price. largh
2007, in connection with the acquisition of Phellmxlge, FCX assumed these senior notes with a statad of $150 million, which was reduced by $11liomi to reflect the fair market value of theseightions at the
acquisition date. The decrease in value will be rizedl over the term of the notes and recordedidgianal interest expense. During 2007, FCX puselthin an open market transaction $26 million etéhnotes and recorded
charges of $2 million ($2 million to net incomeless than $0.01 per diluted share) as a resuttigtiansaction. At December 31, 2007, the prid@paount of these senior notes was $124 million.

The 74% Debentures due November 2027 bear interest pagabhi-annually on May 1 and November 1. The defrestare redeemable in whole or in part, at thomf FCX, at a make-whole redemption price. Inrtia
2007, in connection with the acquisition of Phemxige, FCX assumed these debentures with a statefhim value of $115 million. At December 31, 20€e principal amount of these debentures was $dillion.

In February 2003, FCX sold $575 million of 7% Cortilde Senior Notes due February 2011 for net pedseof $559 million. Interest on the notes is p&yakmiannually on March 1 and September 1. Thesneere initially
convertible, at the option of the holder, at amyetion or prior to maturity into shares of FCX’s gnom stock at a conversion price of $30.87 per shelneh was equal to a conversion rate of approsetye82.39 shares of
common stock per $1,000 principal amount of nofé® conversion rate is adjustable when dividends avwelve-month period exceed a certain threshidda result of FCX's cumulative twelve-month dighds through
February 2007, the conversion price was adjusté3@16 per share, which is equal to a conversiteaf approximately 33.16 shares of common steckbf,000 principal amount of notes. No furtheuatihents to the
conversion price have been required since that im2005, FCX privately negotiated transactionittuce conversion of $251 million of these notes 8.1 million shares of FCX common stock, whiebulted in a 2005 net
charge of $25 million ($23 million to net income%@.11 per diluted share). In 2006, FCX completéehaer offer and privately negotiated transacttorisduce conversions of $317 million of theseasdnto 10.3 million
shares of FCX common stock, which resulted in &62@& charge of $31 million ($30 million to net @me or $0.13 per diluted share). In 2007, $6 nmilldd these notes were converted into 0.2 millioarsh of FCX common
stock and the balance at December 31, 2007, wasilan.
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In January 2003, FCX sold $500 million of'4% Senior Notes due 2010 for net proceeds of $48ibmiln 2005, FCX purchased in open market tratisas $216 million of these notes and recordedsation-related
charges of $27 million ($17 million to net income$®.08 per diluted share). In 2006, FCX purchdsezh open market transaction $11 million of theetes and recorded transaction-related charge$ ofifion ($1 million
to net income or less than $0.01 per diluted sha@ne)ing 2007, FCX purchased in an open markesaetion the remaining $273 million of these noted eecorded transaction-related charges of $17ami{(510 million to
net income or $0.02 per diluted share).

All of FCX’s senior notes are unsecured, exceptlier6:% Senior Notes.
Redeemable Preferred Stock. As discussed in Note 1, pursuant to SFAS No. friéhdatorily redeemable preferred stock is classifis debt.

At December 31, 2005, FCX had outstanding 4.3 arilliepositary shares representing 215,279 shaies®bld-Denominated Preferred Stock, Seriesthliog $167 million. Each depositary share had muiative quarterly
cash dividend equal to the value of 0.0008125 owfigmld and was redeemed in February 2006 foc#s value of 0.1 ounce of gold ($236 million). Thandatory redemption resulted in a $167 millioordase in debt and
a loss recognized in 2006 revenues of $69 mill&8¥(million to net income or $0.17 per diluted &)ar

At December 31, 2005, FCX had outstanding 4.8 arilllepositary shares representing 14,875 shaitsSifver-Denominated Preferred Stock totaling $diBion. Each depositary share had a cumulativerguly cash
dividend equal to the value of 0.0051563 ounceleés On August 1, 2006, FCX funded the last gfteischeduled annual redemption payments on ieiSbenominated Preferred Stock for $26 milliorsuléing in a $13
million decrease in debt. The mandatory redemptédss resulted in losses recognized in revenuedirtgt$13 million in 2006 and $5 million in 2005.

Restrictive Covenants. The senior credit facility, the $6.0 billion afrsior notes used to finance the acquisition of BhBlodge and the/8% Senior Notes contain covenants that limit FCXigity to make certain payments.
These restrictions vary among the instrumentsgbuerally limit FCX'’s ability to pay certain dividds on common and preferred stock, repurchasedeene common and preferred equity, prepay suboetindgbt and make
certain investments. At December 31, 2007, the mesdtictive of these covenants allowed for sugmgents up to a limit of $5.1 billion.

Maturities. Maturities of debt instruments based on the an®and terms outstanding at December 31, 2007,%8fiamillion in 2008, $49 million in 2009, $22 nidh in 2010, $141 million in 2011, $74 million iM22 and
$6,894 million thereafter.

NOTE 12. EMPLOYEE BENEFITS
Pension Plans. Following is a discussion of FCX’s pension plans.

Phelps Dodge Plan:As a result of the acquisition of Phelps Dodge, F@Xuired trusteed, non-contributory pension ptamvering substantially all of Phelps Dodge’s U.@péoyees and some employees of its international
subsidiaries. The applicable Phelps Dodge plargdetgtermines the manner in which benefits areutgtied for any particular group of employees. Fatain of these plans, benefits are calculateddbandinal average
monthly compensation and years of service. In #seof other plans, benefits are calculated basedfixed amount for each year of service. Parictp in the Phelps Dodge plans generally vestdim g#tcrued benefits after
five years of service. Non-bargained Phelps Dodgpleyees hired after December 31, 2006, are ngibédi to participate in the Phelps Dodge U.S. pemsgian.

FCX'’s funding policy for these plans provides thantributions to pension trusts shall be at legstéto the minimum funding requirements of the foype Retirement Income Security Act of 1974, agiaded, for U.S.
plans; or, in the case of international plans,mieimum legal requirements that may be applicabléné various countries. Additional contributioriscamay be made from time to time. At the dateagfuasition, Phelps Dodge
had plans where the plan assets exceeded the teblafations (overfunded plans) and plans wheeebinefit obligations exceeded the plan assets(tumtted plans).

FCX’s policy for determining asset-mix targets foe Phelps Dodge Corporation Defined Benefit MaStest (Master Trust) includes the periodic devetept of asset/liability studies to determine expddbng-term rates of
return and expected risk for various investmentfpbos. Management considers these studies ifidimeal establishment of asset-mix targets thareveewed by FCX'’s trust investment committee. The
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expected rate of return on plan assets is evalutiegst annually, taking into consideration &sed allocation, historical returns on the typeassets held in the Master Trust, and the curamanic environment. For U.S.
plans, the determination of the expected long-texta of return on plan assets is based on expéatet performance of the plan asset mix and agtiga asset management. Based on these factorsek@Xts the pension
assets will earn an average of 8.5 percent perrartwing the 10 years beginning January 1, 2008, astandard deviation of 8.9 percent. The 8.6qrgrestimation was based on a passive returncompgound basis of 8.0
percent and a premium for active management opéréent reflecting the target asset allocationamcent investment array. On an arithmetic avetzagss, the passive return would have been 8.4 pendth a premium for
active management of 0.5 percent.

For estimation purposes, FCX assumes the long-assat mix for these plans generally will be coesistvith the current mix. Changes in the assetanixd impact the amount of recorded pension incomexpense, the
funded status of the plans and the need for futash contributions. A lower-than-expected returrassets also would decrease plan assets and ia¢cheaamount of recorded pension expense (or dexreaorded pension
income) in future years. When calculating the exp@ceturn on plan assets, FCX uses the markee vdlassets.

Among the assumptions used to estimate the besi#fifation is a discount rate used to calculatepifesent value of expected future benefit paymiemtservice to date. The discount rate assumptor€X’s U.S. plans is
designed to reflect yields on high-quality, fixedxdme investments for a given duration. The deteaion of the discount rate for these plans is h@seexpected future benefit payments for sendcdate together with the
Citibank Pension Discount Curve. Changes in thssiaption are reflected in FCX’s benefit obligatemd, therefore, in the liabilities and income opense that is recorded.

Other FCX PlansDuring 2000, FCX and FM Services Company, FCX'’s liyhowned subsidiary, elected to terminate thefirdel benefit pension plans covering substantiallyJ.S. and certain overseas expatriate
employees and replace these plans with definedibation programs, as further discussed below paltticipants’ account balances in the defined iepkfns were fully vested on June 30, 2000, ater@st credits continue
to accrue under the plans until the assets aryfilguidated. The final distribution of benefitgill occur once approved by the Internal Revenuevie. The plans’ investment portfolios were ligaed and invested in
primarily short duration fixed-income securitiestie fourth quarter of 2000 to reduce exposurejtatg market volatility and then to cash and baepasits in late 2006 in anticipation of liquidatitig plans. Included in the
FCX plan assets shown in the table below is $18anitelated to these two plans, and the unfunésiility totaled $8 million at December 31, 2007.

In February 2004, FCX established an unfunded Sumpghtal Executive Retirement Plan (SERP) for its mmost senior executive officers. The SERP providesetirement benefits payable in the form obim§ and survivor
annuity or an equivalent lump sum. The annuity aglial a percentage of the executive’s highestaescompensation for any consecutive three-yea@gduring the five years immediately precedingehedier of the
executive’s retirement or completion of 25 yearsrefdited service. The SERP benefit will be redumgthe value of all benefits due under FCX's chalance pension plan and under other benefit dpassored by FCX or
its predecessor employer. FCX also has an unfupdesion plan for its directors and an excess bisngifin for its executives.

PT Freeport Indonesia PlaPT Freeport Indonesia has a defined benefit perdaondenominated in Indonesian rupiah coveringtatially all of its Indonesian national employe$ Freeport Indonesia funds the plan and
invests the assets in accordance with Indonesiasigre guidelines. The pension obligation was vakiegin exchange rate of 9,390 rupiah to one U.lardmn December 31, 2007, and 8,989 rupiah told: dollar on
December 31, 2006. Indonesian labor laws enact2808 require that companies provide a minimumllef’eenefits to employees upon employment ternimabbased on the reason for termination and thd®rap’s years

of service. PT Freeport Indonesia’s pension bedéitlosures include benefits related to this IRW.Freeport Indonesia’s expected rate of returplan assets is evaluated at least annually, takioegconsideration its
historical yield and the long range estimated refor the plan based on the asset mix.

Atlantic Copper PlanAtlantic Copper has a contractual obligation denwated in euros to supplement amounts paid to cemtéired Spanish national employees. As requise8anish law, beginning in August 2002,

Atlantic Copper began funding 7.2 million euros X$tillion based on a December 31, 2007, excharigeofeb1.47 per euro) annually for 15 years to gpraved insurance company for its estimated 72anikuro
contractual obligation to the retired employeese Tisurance company invests the plan assets in
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accordance with Spanish regulations, and Atlan@ipg@r has no control over these investments. Ati@tpper is amortizing the unrecognized net a@loss over the remaining nine-year funding petrio

Plan Information FCX uses a measurement date of December 31 fpkaits. In some plans, the plan assets exceed tbhenatated benefit obligations, while in the remandhe accumulated benefit obligations exceed the
plan assets. The following table presents the ptegebenefit obligation, accumulated benefit olilyaand fair value of plan assets for those pilahsre the accumulated benefit obligations exceeglhn assets:

December 31

2007 2006
Projected benefit obligatic $ 230 $ 187
Accumulated benefit obligatic 259 16€
Fair value of plan asse 66 57

Information as of December 31, 2007 and 2006, erFBiX (including Phelps Dodge’s plans as of DecerBtie2007; FCX's SERP, director and excess benpléns; and FM Services Company’s plans), PT lereep
Indonesia and Atlantic Copper plans follows:

PT Freepor
FCX Indonesie Atlantic Coppel
2007 2006 2007 2006 2007 2006

Change in benefit obligatiol
Benefit obligation at beginning of ye $ 50 $ 50 $ 54 $ 40 $ 83 $ 76
Acquisition of Phelps Dodg 1,37C - - - - -
Service cos 24 - 5 4 - -
Interest cos 62 2 5 5 5 5
Actuarial (gains) losse (78) - 7 5
Divestitures (5) - - - - -
Foreign exchange loss (ga 2 - 3) 4 8 10
Benefits paic (83 @] (€)] ) €) ®
Benefit obligation at end of ye 1,342 50 65 54 87 83
Change in plan asse
Fair value of plan assets

beginning of yea 13 15 30 22 14 12
Acquisition of Phelps Dodg 1,37¢ - - - - -
Actual return on plan asse 1132 - 4 3 - -
Employer contributiond 24 - 8 7 10 10
Foreign exchange gain (los 1 - (1) 2 - -
Benefits paic (83 (@) (©) (@) (©) ()
Fair value of plan assets at €

of year 1,442 13 38 30 15 14
Funded statu $ 10c $ @) % (27 $ (29 ¢ (72) $ (69
Accumulated benefit obligatic $ 125 $ 50 $ 39 8 33 8 87 3 83
Weightec-average assumptiol

used to determine bene

obligations (percent,
Discount rate 6.3C 4.0 10.2¢ 10.5C 6.77 6.77
Rate of compensation incree 4.28° N/A ¢ 8.0C 9.0C N/A N/A
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Balance sheet classification
funded status

Other assets and deferred chai $ 198§ - 3 - 3 - 3 - 3 =
Accounts payable ar
accrued liabilities 7) 1) 1) 1) - -
Other liabilities (89) (36) (26) (29) (72) (69)
Total $ 0c _§ 37 % 27 % (249 ¢ (72) _$ (69)

Employer contributions for 2008 are expected torapimate $7 million for the FCX plans, $10 millidar the PT Freeport Indonesia plan (based on ambee 31, 2007, exchange rate of 9,390 Indonesigialto on
U.S. dollar) and $11 million for the Atlantic Coppelan (based on a December 31, 2007, exchangefréte47 per euro

o

. As discussed above, FCX and FM Services Comparmyeeléo terminate their defined benefit pensiompland ceased accruing benefits on June 30, 20@0diScount rate shown only relates to the Pheljigb and tt
excess benefit plans. The discount rate for theFSpIRn was 4.0 percent. The rate of compensatimease shown only relates to the Phelps Dodge

c. The assumptions shown only relate to the SE

The weighted-average assumptions used to detemeingeriodic benefit cost and the components opadbdic benefit cost for FCX's pension plans (iiing Phelps Dodge’s plans for the period MarchZiD7, through
December 31, 2007; FCX's SERP, director and exisessfits plans; and FM Services Company'’s plansiie years ended December 31, 2007, 2006 and Ril@fy:

2007 2006 2005
Weightec-average assumptior
Discount rate
FCX SERF 4.0(% 6.00% 6.00%
Phelps Dodge plar 5.7¢% N/A N/A
Expected return on plan assets 8.5(% N/A N/A
Rate of compensation incredse 4.25% N/A N/A
Service cos $ 24 $ - $ 1
Interest cos 62 2 3
Expected return on plan ass (90) - 1)
Amortization of prior service co: 4 4 4
Net periodic benefit co $ - $ 6 $ 7

a. The assumptions shown only relate to the PhelpgyBpians

The weighted-average assumptions used to detemeingeriodic benefit cost and the components opagbdic benefit cost for PT Freeport Indonesaisl Atlantic Copper’s pension plans for the yeadeel December 31,
2007, 2006 and 2005, follow:

PT Freeport Indones

2007 2006 2005

Weightec-average assumptior

Discount rate 10.5(% 12.0(% 12.0(%

Expected return on plan ass 10.0% 10.0% 10.0%

Rate of compensation incree 9.0(% 10.0% 10.0(%
Service cos $ 5 $ 4 $ 3
Interest cos 5 5 3
Expected return on plan ass ()] 3) 1)
Amortization of prior service co: 1 1 1
Amortization of net actuarial los 1 1 1

Net periodic benefit co $ 9 $ 8 $ 7
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Atlantic Coppel

2007 2006 2005

Weightec-average assumptior

Discount rate 6.77% 6.77% 6.77%

Expected return on plan ass - - -

Rate of compensation incree N/A N/A N/A
Interest cos $ 5 $ 5 $ 5
Amortization of net actuarial lo - 1 1

Net periodic benefit co: $ S $ 6 $ 6

Included in accumulated other comprehensive incfioss) at December 31, 2007, are the following amtmthat have not been recognized in net pericelision cost: unrecognized prior service costs ahii®on ($7 million
net of tax and minority interest share) and unrecegl actuarial gains of $75 million ($44 millioetrof tax and minority interest share). The amoensected to be recognized in net periodic pensisih for 2008 are $5
million ($3 million net of tax and minority intereshare) for prior service costs and $2 million ¢B#lion net of tax and minority interest share) &ztuarial losses.

FCX does not expect to have any plan assets retuoniein 2008. The pension plan weighted-averagget allocations for the FCX and PT Freeport led@plans at December 31, 2007 and 2006, follow:

FCX PT Freeport Indones
2007 2006 2007 2006
Equity securities 55% - 19% -
Fixed income 35 10C% 74 10C%
Real estat: 7 - - -
Other 3 - 7 -
Total 10C% 10C% 10C% 10C%

The FCX and FM Services Company pension plans veenginated in 2000 as discussed above. Therefa@ndllion of the plan assets at December 31, 2007 pe liquidated and any unfunded benefits Wil paid after
Internal Revenue Service approval. The expectedfiigrayments for FCX’s (including Phelps Dodgelans, and FCX's SERP, director and excess bengfitss) and PT Freeport Indonesia’s pension plaimsifo

PT Freepor
FCX Indonesid
2008 $ 79 $ 2
2009 94 10
2010 78 8
2011 80 7
2012 11C 8
2013 through 201 461 50

a. Based on a December 31, 2007, exchange rate dd :88nesian rupiah to one U.S. doll
Atlantic Copper’s plan is administered by a thi@ky insurance company, and Atlantic Copper isprovided asset allocations or benefit payment ptiges.

Postretirement and Other Benefits. FCX also provides postretirement medical andififurance benefits for certain U.S employees ansiome cases, employees of certain internatiarnaidiaries. These postretirement
benefits vary among plans, and many plans reqoinéributions from retirees. The expected cost ofjuting such postretirement benefits is accruedhguthe years employees render service.

As a result of the acquisition of Phelps Dodge, Fitquired postretirement obligations with a failueaof $82 million (representing a benefit obligatiof $255 million less the fair value of plan ass& $173 million). Plan
assets for these plans consist of two Voluntary lByges’ Beneficiary Association (VEBA) trusts. Otmest is dedicated to funding postretirement mdditéigations and the other to funding postretiraide
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insurance obligations for eligible U.S. retireedbielps Dodge. At December 31, 2007, assets of HBA trusts were invested in U.S. fixed-income séi®s.

FCX’s funding policy provides that contributionsttee VEBA trusts shall be at least sufficient ty péan benefits as they come due. Additional cbuotions may be made from time to time. For par#aig not eligible to
receive payments from the VEBA trusts, FCX's furidjpolicy provides that contributions shall be asteequal to the cash basis obligations.

The expected rate of return on plan assets for E@¥5tretirement medical and life insurance bepédits and the discount rate were determined orahee basis as FCX's pension plans.

Information for the years ended December 31, 20@i72906, on the postretirement benefit plans fafiow

2007 2006

Change in benefit obligatiol
Benefit obligation at beginning of ye $ 4 $ 5
Acquisition of Phelps Dodg 25¢
Service cos 1 -
Interest cos 11 -
Actuarial losses (gain: 8 1)
Benefits paid, net of employee contributic (23) -
Benefit obligation at end of ye 25€ 4
Change in plan asse
Fair value of plan assets at beginning of y - -
Acquisition of Phelps Dodg 173 -
Actual return on plans asst 5 -
Employer contributiond 2 -
Benefits paic (39) -
Fair value of plan assets at end of y 15C =
Funded status $ (106) $ (4)
Discount rate assumption (perce 6.0C 5.7¢
Balance sheet classification of funded sta

Accounts payable and accrued liabilit $ )] $ -

Other liabilities (104 (@)

Total $ (106) $ Q)

a. Employer contributions for 2008 are expected toragimate $2 million

Expected benefit payments for these plans total$#i®n for 2008, $27 million for 2009, $26 milliofor 2010, $25 million for 2011, $24 million fof22, and $100 million for 2013 through 2017.
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The weighted-average assumptions used to detemeingeriodic benefit cost and the components opadbdic benefit cost for FCX's postretirement bfits for the year ended December 31, 2007, follow:

Weighted-average assumptichs

Discount rate- medical retiret 5.62%
Discount rate- life retiree 5.6€%
Expected return on plan ass- medical retiree 3.7(%
Expected return on plan ass- life retiree 4.5(%
Service cos $ 1
Interest cos 11
Expected return on plan assets (5)
Net periodic benefit cos $ 7

a. The assumptions shown only relate to the PhelpgyBpians

FCX’s postretirement net periodic benefit costsevess than half a million for 2006 and 2005.

Included in accumulated other comprehensive incfloss) at December 31, 2007, are the following amtmthat have not been recognized in net periceieft cost: unrecognized prior service credit$bmillion ($1
million net of tax and minority interest share) anttecognized actuarial losses of $8 million ($8iami net of tax and minority interest share). Taraount expected to be recognized in net periodietitecost for 2008 is less
than half a million for prior service credits anctizarial losses.

The assumed medical-care trend rates at Decemb208T and 20086, follow:

2007 2006
Medica-care cost trend rate assumed
the next yea 9% 10%
Rate to which the cost trend rate is assu
to decline (the ultimate trend ra: 5% 5%
Year that the rate reaches the ultimate trend 201z 2011

Assumed medical-care cost trend rates have a ignifeffect on the amounts reported for postretéet medical benefits. The effect of a one peroeease or decrease in the medical-care cost tegad assumed for
postretirement medical benefits would result iré@ses or decreases of approximately $1 millichéraggregate service and interest cost compoaedtapproximately $9 million in the postretirembanefit obligation.

As a result of the Phelps Dodge acquisition, FCX &aumber of postemployment plans covering seeerdong-term disability income, continuation ofilth and life insurance coverage for disabled eygss or other
welfare benefits. At December 31, 2007, the accated| postemployment benefit consisted of a cupertton of $6 million (included in accounts payahled accrued liabilities) and a long-term portidi$43 million
(included in other liabilities).

FCX also sponsors savings plans for the majoritiysof).S. employees. The plans allow employee®oidribute a portion of their pre-tax and/or aftex-tncome in accordance with specified guideliffé®ese savings plans are
principally qualified 401(k) plans for all U.S. sailed and non-bargained hourly employees. In thésgs, participants exercise control and direciinlrestment of their contributions and account beés among a broad range
of investment options. FCX matches a percentagengfloyee pre-tax deferral contributions up to éerienits, which varies by plan. In addition, thédtps Dodge principal savings plan includes a psbfaring feature for its
non-bargained employees.

During 2000, FCX and FM Services Company enhaniceil primary savings plan for substantially allittemployees following their decision to terminéteir defined benefit pension plans. Subsequetited@nhancement,
FCX and FM Services Company contribute amountadévidual accounts totaling either 4 percent opgécent of each employee’s pay, depending on a it@tibn of each employee’s age and years of seadaef June 30,
2000. For employees whose eligible compensatiorenke certain levels, FCX provides an unfunded ddftontribution plan. The balance of this liabilityaled $32 million on December 31, 2007, and $@#on on
December 31, 2006.
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As a result of the acquisition of Phelps Dodge, Fil36 has a defined contribution plan for eligiBleelps Dodge employees hired on or after Janua297. Under this plan, FCX contributes amountsdividual accounts
depending on a combination of each employee’s drsalary and years of service.

The costs charged to operations for FCX's, FM SewiCompany’s, and Phelps Dodge’s employee sapiags and defined contribution plans totaled $4aniin 2007, $7 million in 2006 and $5 million 20D05.
FCX has other employee benefit plans, certain dtwhre related to FCX's performance, which costsracognized currently in selling, general and iméStrative expenses.

NOTE 13. STOCKHOLDERS' EQUITY AND STOCK-BASED COMP ENSATION

Common Stock. FCX has 750 million authorized shares of capitatk consisting of 700 million shares of commarcktand 50 million shares of preferred stock. At #9002 annual stockholder meeting, FCX's stockhslde
approved the conversion of each outstanding sHatéags A common stock into one share of Classfroon stock, and in July 2007, stockholders approeetbving “Class B” from the name of FCX's commaock. FCX
now has only one class of common stock.

In December 2007, FCX’s Board of Directors approgatew open market share purchase program for 20 toillion shares, which replaced FCX'’s previousgoam. As of February 22, 2008, no shares have peehased
under this program. Under the previous 20 millibare purchase program, FCX acquired 2.0 milliorreshéor $100 million ($49.94 per share average)d@6 and 2.4 million shares for $80 million ($33&8 share average)
in 2005. The timing of future purchases of FCX’smtnon stock is dependent upon a number of factatading the price of FCX’s common shares, FEXash flow and financial position, copper, molyia® and gold price
and general economic and market conditions.

Preferred Stock. On March 28, 2007, FCX sold 28.75 million shao€6%4% Mandatory Convertible Preferred Stock, veitiquidation preference of $100 per share, forpmeteeds of $2.8 billion. The 63%% Mandatory
Convertible Preferred Stock will automatically cenvon May 1, 2010, into between approximately 3fian and 47 million shares of FCX common stockaatonversion rate that will be determined baseB@K's common
stock price or other certain events. The conversita per $100 face amount of mandatory preferiédwa 1.6327 when the FCX common stock price isratelow $61.25 and 1.3605 when the FCX commockspoice is at
or above $73.50. For FCX common stock prices bantieese levels, the conversion rate will be equ&llt00 divided by FCX’s common stock price. Alse ttonversion rate is adjustable in any quarterRat’'s common
stock dividend exceeds $0.3125 per share. Howedg@rstments that do not exceed one percent areddorward and must be made no later than Augluisach year. Prior to May 1, 2010, holders may eshtheir 6%:%
Mandatory Convertible Preferred Stock at a conwersate of 1.3605, equivalent to a conversion poicapproximately $73.50 per common share. Dividese payable quarterly on February 1, May 1, Augjuend
November 1

In March 2004, FCX sold 1.1 million shares of 5%2%n@ertible Perpetual Preferred Stock for net prdsexf $1.1 billion. Each share of preferred stoesnitially convertible into 18.8019 shares of F€dnmmon stock,
equivalent to a conversion price of approximatéd®.$9 per common share. The conversion rate istatjle upon the occurrence of certain events, diretuany quarter that FCX's common stock dividerdeeds $0.20 per
share. As a result of the quarterly and supplenhentamon stock dividends paid through February0D& each share of preferred stock is now converititto 21.2924 shares of FCX common stock, egaivaio a
conversion price of approximately $46.97 per comrsioare. Beginning March 30, 2009, FCX may redeesneshof the preferred stock by paying cash, FCXmomstock or any combination thereof for $1,000g&re plus
unpaid dividends, but only if FCX’s common stoclkcprhas exceeded 130 percent of the conversioe foicat least 20 trading days within a period @ic8nsecutive trading days immediately precediegnittice of
redemption. FCX used a portion of the proceeds fiteersale to purchase 23.9 million shares of FOXroon stock owned by Rio Tinto for $882 million (apximately $36.85 per share) and used the remafiodereneral
corporate purposes. Rio Tinto no longer owns atitginterest in FCX; however, it is still PT Freeptndonesia’s joint venture partner (see Note 3).

Stock Award Plans. FCX currently has six stock-based compensatianglincluding two Phelps Dodge plans resultingiftbe acquisition, all of which are stockholder mwed. As of December 31, 2007, only four of the
plans, which are discussed below, have awardsadblaifor grant.
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FCX’s 1999 Stock Incentive Plan (the 1999 Plan) 20@3 Stock Incentive Plan (the 2003 Plan) profidehe issuance of stock options, SARs, restristedk units and other stock-based awards. Eachgilawvs FCX to
grant awards for up to 8 million common sharesligitée participants. In May 2004, FCX'’s stockhotdepproved the 2004 Director Compensation PlanZ804 Plan). The 2004 Plan authorizes awardstarapand
restricted stock units for up to 1 million sharég@mmon stock and the one-time grant of 66,882 SARMay 2006, FCX's stockholders approved the&28@bck Incentive Plan (the 2006 Plan), and in 207, FCX's
stockholders approved amendments to the plan piintarincrease the number of shares. The 2006 piavides for the issuance of stock options, SABstricted stock units and other stock-based awfardsp to 37 million
common shares to eligible participants.

Stock options granted under all of the plans gdiyegapire 10 years after the date of grant and ire&5 percent annual increments beginning one fyem the date of grant. Restricted stock unitst\a equal increments over
three or five years beginning one year from the ddtgrant. The plans and award agreements prokateparticipants will receive the following yeavesting after retirement, except for the restdattock units with five year
vesting that do not allow acceleration becausetifement, and provide for accelerated vestingefe is a change in control (as defined in theg)laks of December 31, 2007, there were 31.3 milbares under the 2006
Plan, 0.3 million shares under the 2004 Plan, Gllom shares under the 2003 Plan and less thaB06sBares under the 1999 Plan available for thet gfanew awards.

FCX also has a restricted stock program that allB@X senior executives to elect to receive regtdattock units under each of the employee platisurof all or part of their cash incentive competien. These restricted
stock unit grants vest over three years, may bgesuto a performance measure, and are valuedendate of grant at 50 percent above the cash iweectmpensation that the employee elects to repRividends on
restricted stock units accrue and are subjectd@ttard’s vesting. Stock option and SAR awardsataeceive dividends.

In connection with the Phelps Dodge acquisitionmfer Phelps Dodge stock options and restrictecksta@rds were converted into 806,595 FCX stockoogstiand 87,391 FCX restricted stock awards, whethim the terms
by which they were originally granted under Phéhasige’s plans. The stock options carry a maximumn tef 10 years with 672,134 stock options vesteghuscquisition of Phelps Dodge and 134,461 stotiowp that vest
ratably over a three-year period or the periodl tiné participant becomes retirement-eligible, vialgicer is shorter. Restricted stock awards genebaltpme fully vested in five years, with a majonfythese shares having

graded-vesting features in which 25 percent oftieres will vest on the third and fourth anniveesaof the award with the remaining 50 percenhinfifth year. The fair value of the restrictedcét@wards was determined
based on the quoted market price at the time oadgisition. FCX uses the graded-vesting methaairtortize the fair value of the restricted stoclaedg, and for retirement-eligible participants, aimation is accelerated.

Stock-Based Compensation C@&vmpensation cost charged against earnings fok-ftased awards is shown below for the years endee@ber 31, 2007, 2006 and 2005. FCX did not diggtany stock-based
compensation costs during the years ended Dece®ib@007, 2006 and 2005.

2007 2006 2005

Stock options awarded to employees (including dires} $ 71 % 28 % 2
Stock options awarded to nonemploy 5 3 1
Restricted stock units in lieu of cash awe 67 23 18
Restricted stock awards to employ: 6 - -
Restricted stock units awarded to direct 8 1 =
Stock appreciation right 7 1 2

Total stock-based compensation cbst 15¢ 56 23
Tax benefit (62 (20) )
Minority interest shar @ () 1)

Impact on net incom $ 3 8 33 8 15

a. Amounts are before Rio Tinto’s share of the costmployee exercises of in-teeney stock options, which decreased consolidatthg, general and administrative expenses by $dlomin 2007, $7 million in 200
and $9 million in 2005
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Options and SAR# summary of options outstanding as of Decembe2807, including 90,145 SARs, and changes durieg/éar ended December 31, 2007, follow:

Weighted
Average
Weighted Remaining Aggregate
Number of Average Contractua Intrinsic
Options Option Price Term (years Value

Balance at January 5,801,71 $ 39.7C

Grantec 6,641,501 69.8¢

Conversion of Phelps Dodge optic 806,59! 28.3¢

Exercisec (2,276,39) 34.4¢

Expired/Forfeitec (213,62) 59.2¢
Balance at December : 10,759,79 58.17 84 $ 47€
Vested and exercisable at December 31 1,008,15: 29.57 5.8 $ 73
Summaries of options outstanding, including SARs| ehanges during the years ended December 31,&@D8005, follow:

2006 2005
Weighted Weighted
Number Average Number Average
of Option of Option
Options Price Options Price

Balance at January 7,355,61. $ 31.4: 6,866,80! $ 23.2C

Grantec 1,126,25! 62.8¢ 4,490,75! 37.0%

Exercisec (2,614,27) 26.51 (3,838,55) 23.24

Expired/Forfeitec (65,879 39.12 (163,389 31.51
Balance at December 5,801,741 39.7¢ 7,355,61 31.42

The fair value of each option award is estimatedhendate of grant using the Black-Scholes-Mertotiom valuation model. Expected volatility is basedimplied volatilities from traded options on F@Xtock and historical
volatility of FCX's stock. FCX uses historical data to estimate éutption exercises, forfeitures and expected fifihne options. When appropriate, separate grougsngfioyees that have similar historical exercidealvéor ar«
considered separately for valuation purposes. Xpeaed dividend rate is calculated as the annivalehd (excludes supplemental dividends) at the dégrant divided by the average stock pricettierone-year period
preceding the grant date. The risk-free interestisabased on Federal Reserve rates in effetidiods with maturity dates equal to the expectad tHrthe option at the grant date. The weighted-aye assumptions used to
value stock option awards during the years endezt®éer 31, 2007 and 2006, are noted in the follguéble.

2007 2006
Expected volatility 37.%% 37.1%
Expected life of options (in year 4.2¢ 4.C
Expected dividend rai 2.2% 2.5%
Risk-free interest rat 4.€% 4.4%

The weighted-average gragi#te fair value of options granted was $21.33 péion during 2007 and $17.67 per option during 200 total intrinsic value of options exercisedsv®6 million during 2007 and 2006. The t
fair value of options vested was $29 million dur@p7 and $30 million during 2006. As of Decembgr 2007, FCX had $112 million of total unrecognizetinpensation cost related to unvested stock opgapected to be
recognized over a weighted-average period of 1a2sye
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The following table includes amounts related toreises of stock options and SARs and vesting dfiotsd stock units and restricted stock awardsnduthe years ended December 31, 2007 and 2006:

2007 2006
FCX shares tendered to pay the exercise |
and/or the minimum required tax&s 1,389,84! 809,92¢
Cash received from stock option exerci $ 5¢ $ 37
Actual tax benefit realized for tax deductic 13¢ 31
Amounts FCX paid for employee tax 68 22
Amounts FCX paid for exercised SA 5 2

a. Under terms of the related plans, upon exercisgtafk options and vesting of restricted stock uaitd restricted stock awards, employees may tef@&r shares to FCX to pay the exercise price andd@minimun
required taxes

Restricted Stock UnitAs discussed above, FCX has a restricted stock@moghat allows FCX senior executives to eleceieive restricted stock units in lieu of all ortpairtheir annual cash incentive compensation. The
annual cash incentive is a function of FCX’s coitiibd operating cash flows for the preceding y&asards of these restricted stock units to the FEX¥cutive officers are considered performance-baagdds. To
compensate for certain restrictions and the ristodéiture, the restricted stock units are awarded 50 percent premium to the market value onl#te of grant. The awards vest ratably over thiezes, may be subject to
achievement of certain performance measures, atthgeaccelerates upon retirement. For retirembgibée executives, the fair value of the restritock units is estimated based on projected tipgreash flows for the
year and is charged to expense ratably over thetlgeaash flows are generat:

In addition to the restricted stock units grantediéu of cash incentive compensation, FCX alsmtgraestricted stock units that vest in equal imzets over three or five years beginning one yean the date of grant.
Participants will receive the following year's viest after retirement (except for the restrictectktonits with five year vesting that do not alloeceleration because of retirement), and the réstristock units will vest if there
is a change in control (as defined in the plans).

FCX grants restricted stock units to its directonsler the 2004 Plan. The restricted stock units eesr four years. The fair value of the restricséack units is amortized over the four-year vesperiod or the period until the
director becomes retirement-eligible, whicheveshisrter. Upon a director’s retirement, all unvegestricted stock units immediately vest. For egtient-eligible directors, the fair value of reseitstock units is recognized
on the date of grant.

A summary of outstanding unvested restricted stotts as of December 31, 2007, and activity dutirgyear ended December 31, 2007, is presentedbelo

Weighted
Average
Number of Remaining Aggregate
Restrictec Contractua Intrinsic
Stock Units Term (years Value
Balance at January 531,57¢
Grantec 491,90:
Vested (227,10)
Forfeited =
Balance at December 796,37 17 $ 82

The grant-date fair value of restricted stock ugianted to FCX senior executives during the yealed December 31, 2007, was $25 million. Becatisagta performance-based award and the requisitéce period under
SFAS No. 123R is considered to be the calendaryearto the grant date, the entire value of thisard on the date of grant was charged to expeamsegdthe calendar year prior to the date of grant.

The total grant-date fair value of restricted staoks granted to FCX directors and non-executimpleyees during the year ended December 31, 2088 $4 million. The total intrinsic value of thesstricted stock units
vesting during the year ended December 31, 2008 $&anillion. As of December 31, 2007, FCX had
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$2 million of total unrecognized compensation getated to unvested restricted stock units expetctdn recognized over a weighted-average periddfears.

Restricted Stock AwardAs discussed above, FCX has restricted stock avihedsvere issued in connection with the Phelpsd@oatquisition. A summary of outstanding restrictextk awards as of December 31, 2007, and
activity during the year ended December 31, 209présented below:

Acquisition of Phelps Dodge on March 19, 2( 87,391
Vested (35,627
Forfeited (2,527)
Outstanding at December 31, 2( 49,241

The total grant-date fair value of restricted staslards was $5 million at the acquisition date. fdtal fair value of shares released or vestedhdu2007 was $2 million. As of December 31, 2007XF@d $6 million of total
unrecognized compensation cost, including the pastion resulting from the conversion of restricetdck awards at the acquisition date, relatechi@sted restricted stock awards expected to bgnémed over a weighted-
average period of 2.9 years.

NOTE 14. INCOME TAXES
Geographic sources of income from continuing openatbefore income taxes and minority interestsomnsolidated subsidiaries for the years ended Dbee®il, 2007, 2006 and 2005, consist of the folhawi

2007 2006 2005
United State: $ 98C $ 25 $ (1349)
Foreign 5,15t 2,801 2,171
Total $ 6,138 $ 2,82¢ $ 2,037

The provision for income taxes from continuing @gEms for the years ended December 31, 2007, 2866005, consists of the following:

2007 2006 2005
Current income taxe:
Federa $ 45¢ $ = $ 2
State 72 - -
Foreign 1,947 1,03t 831
Total curren 2,47 1,03t 83¢
Deferred income taxes (benefit
Federa (29%) - -
State (20) - —
Foreign 245 16€ 82
Total deferrec (72) 16€ 82
Provision for income taxe $ 2,40( $ 1,201 $ 91t
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A reconciliation of the U.S. federal statutory tate to FCX's effective income tax rate for thergeended December 31, 2007, 2006 and 2005, follows:

2007 2006 2005
Amount Percen Amount Percen Amount Percen

U.S. federal statutory tax ra $ 2,147 35% $ 98¢ 35% $ 713 35%
Foreign withholding ta: 371 6 16€ 6 13¢ 7
Foreign tax credit limitatio 12t 2 - - - -
Reversal of APB Opinion No. z

assertior 111 2 - - - -
Percentage depletic (284) (5) - - - -
International tax rate differenti (184) 3) 48 2 37 2
Other items, ne 114 2 ()] - 30 1
Provision for income taxes $ 2,40( 39% $ 1,201 43% $ 91F 45%

FCX paid federal, state, local and foreign incomees totaling $2,660 million in 2007, $1,288 mitlim 2006 and $670 million in 2005. FCX receivetlirels of federal, state, local and foreign incoeees of $123 million

2007, $1 million in 2006 and $1 million in 2005.

The components of deferred taxes follow:

Deferred tax asset

Foreign tax credit
Net operating loss carryforwar
Minimum tax credits
Accrued expense
Intercompany profit eliminatio
Deferred compensatic
Postretirement benefi
Other

Deferred tax asse
Valuation allowance

Net deferred tax asse

Deferred tax liabilities
Property, plant, equipment and development ¢
Undistributed earning
Inventory
Employee benefit plar
Other
Total deferred tax liabilitie

Net deferred tax liabilitie

December 31

2007 2006
$ 1,00¢ $ 745
164 90
322 90
812 -
65 71
45 43
35 —
77 -
2,52¢ 1,03¢
(1,169 (925)
1,36( 114
(7,449 (729
(603) (184)
(459) =
(75) -
(142) @)
(8,719 (914)
$ (7,359 $ (800

At December 31, 2007, FCX had U.S. foreign tax itrearyforwards from continuing operations of $billion that will expire between 2009 and 2017 alidition, FCX had U.S. minimum tax credits carryfards from
continuing operations of $323 million. These credian be carried forward indefinitely, but may edionly to the extent that regular tax exceedsitieenative minimum tax in any given year.

=

At December 31, 2007, FCX had Spanish net operé&sgjcarryforwards from continuing operations 88% million that expire through the year 2022. F&lXo has Peruvian net operating loss carryforwlais continuing
operations of $32 million that expire in 2008. bidéion, FCX has U.S. state net operating lossyfamnwvards from continuing operations of $514 miflithat expire between 2008 and 2028.

On the basis of available information at Decemtigrz®07, FCX has provided valuation allowancescétain of its deferred tax assets where FCX beéievis likely that the related tax benefits wdit be
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realized. At December 31, 2007, valuation allowarto¢aled $1.2 billion and covered all of FCX's Uf&eign tax credit carryforwards, a portion af foreign net operating loss carryforwards andréigroof its U.S. state net
operating loss carryforwards. At December 31, 20@8jation allowances totaled $925 million and gedeall of FCX's U.S. foreign tax credit carryforma, all of its U.S. minimum tax credits carryfomgta and all of its
foreign net operating loss carryforwards. The $@dilion increase in the valuation allowance dur@)7 was primarily because of additional valuatilowances recorded against U.S foreign tax cieatityforwards.

Income taxes are provided on the earnings of F@Xdgerial foreign subsidiaries under the assumptianhthese earnings will be distributed. FCX haispmovided for other differences between the bowd &x carrying
amounts of these investments as FCX considersviteiship position to be permanent in duration amahgjfication of the related deferred tax liabilisynot practicable.

A summary of the activities associated with FCXIBI B8 reserve for unrecognized tax benefits, irkeamd penalties follows:

Unrecognizec

Tax Benefits Interest Penalties
Balance at January 1, 20 $ 41 $ 11 $ -
Additions:
Acquisition of Phelps Dodg 16¢ 7 2
Prior year tax position 9 * *
Current year tax positior 38 * *
Associated with interest and penalt - 6 -
Decreases
Prior year tax position (53) * *
Lapse of statue of limitatior ) * *
Associated with interest and penalt - ©) 2
Balance at December 31, 20 $ 20z $ 19 $ =

* Amounts not allocated.

The reserve for unrecognized tax benefits of $20@om at December 31, 2007, includes $138 mill{&125 million net of income tax benefits) thatretognized, would reduce FCX'’s provision for incotaees.

Changes in the reserve for unrecognized tax bere$gociated with current year tax positions weiregrily related to uncertain tax filing requirentemssociated with FCX’s acquisition of Phelps Dodgd uncertainties
associated with FCX’s cost recovery methods. Chaurgéhe reserve for unrecognized tax benefitsaataxl with prior year tax positions were primanfated to the disposition of subsidiaries anéhezfient of estimated
information to actual.

It is reasonably possible that FCX will experieac25 million to $35 million decrease in its resefor unrecognized tax benefits within the nextlsgemonths. FCX would experience this decreaselation to uncertainties
associated with its cost recovery methods if desatint is reached with taxing authorities.

FCX or its subsidiaries file income tax returnghe U.S. federal jurisdiction and various state famdign jurisdictions. The tax years for FCX atalsignificant subsidiaries that remain subje@xamination are as follows:

Jurisdiction Years Under Examination Additional Open Years
U.S. Federa 200%-2005 2006, 2007
Indonesie 2005, 200¢ 2003, 2004, 200
Peru 2003 2002, 200-2007
Chile - 200€-2007
Arizona - 200:-2007
New Mexico - 2004-2007
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NOTE 15. CONTINGENCIES
Environmental. FCX incurred aggregate environmental capital exjftares and other environmental costs, includaigtjventure partners’ share, totaling $320 millinr2007, $63 million in 2006 and $44 million in@

FCX subsidiaries that operate in the U.S. are stilijevarious federal, state and local environmidatas and regulations that govern emissions opailutants; discharges of water pollutants; andegation, handling, storage
and disposal of hazardous substances, hazardotesveasl other toxic materials. FCX subsidiaries diprate in the U.S. also are subject to potehdiilities arising under CERCLA or similar stdéavs that impose
responsibility on persons who arranged for theatisbof hazardous substances, and on current anitbps owners and operators of a facility for thenup of hazardous substances released fromdtigyfanto the
environment, including damages to natural resoutdéth the passage of CERCLA in 1980, companies Rkelps Dodge became legally responsible for enwiental remediation on properties previously owmedperated
by them, irrespective of when the damage to thérenment occurred or who caused it. That liabitfyen is shared on a joint and several basis Witbtlaer owners and operators, meaning that eaateowr operator of the
property is fully responsible for the clean-uphaligh in many cases some or all of the other hiégtbowners or operators no longer exist, do neetthe financial ability to respond or cannot berfd. As a result, because of
FCX’s acquisition of Phelps Dodge in 2007, many ofsthiesidiary companies FCX now owns are responsiltla fvide variety of environmental remediation pat throughout the U.S. FCX expects to spend antiat sum
annually for many years to address those remedi&sues. Certain FCX subsidiaries have been aditigehe U.S. Environmental Protection Agency (ERAg Department of the Interior, the Departmenmgficulture and
several state agencies that, under CERCLA or sirsi&gte laws and regulations, they may be liableésts of responding to environmental conditiona aumber of sites that have been or are beingsiigated to determine
whether releases of hazardous substances haveerteund, if so, to develop and implement remeditibas to address environmental concerns. As oeBer 31, 2007, FCX had more than 100 active remtiediprojects il
the U.S. in more than 25 states. FCX is also stibjeclaims for natural resource damages wheredtease of hazardous substances is alleged toitjaved natural resources.

A summary of changes in environmental obligatianstiie year ended December 31, 2007, follows:

Balance at beginning of ye $ =
Liabilities assumed in the acquisition of Phelpsibe 1,33¢
Additions 6
Reductions 1)
Spendinc (71)
Balance at end of ye: 1,26¢
Less current portio (16€)
Long-term portion $ 1,10z

As a result of the acquisition of Phelps Dodge, R@26 required to record Phelps Dodge’s environneiégations at fair value on the acquisition det@ccordance with SFAS No. 141. At the acquisitiate, Phelps
Dodge’s historical environmental obligations of $38illion, before purchase accounting adjustmenfsit value, were based on accounting guidanceigeed by SFAS No. 5, “Accounting for Contingencieand SOP 96-1,
which require that an estimated loss be recorded foss contingency if, prior to the issuancehef financial statements, it is probable that ailitgthad been incurred and the loss can be reddpmstimated. Amounts
recorded under this guidance are generally notidered fair value. FCX has an environmental andllggoup dedicated to the ongoing review and mainigoof environmental remediation sites. At thewsition date, the
largest environmental remediation sites were uraleggstudies to evaluate the extent of the enviremial damage and the available remedies. Advandesfigimese studies and consideration of alternatweedies and cost
sharing arrangements resulted in FE€Xalculation of the estimated fair values beingragimately $900 million greater than the histofieaelps Dodge estimates. As a result, the fainevaf the environmental obligations v
estimated to be $1.3 billion. After FCX finalizéeetallocation of fair values associated with thguesition of Phelps Dodge in the first quarter 608, future estimates of environmental obligatiafisbe recorded in
accordance with SFAS No. 5 and SOP 96-1. Signifiedjustments to these reserves could occur ifutiiee.

168




Table of Contents
FCX believes that there may be other potentiahusdior recovery from other third parties, includihg U.S. government and other PRPs. These pdteatiaveries are not recognized unless realizat@onsidered probable.

At December 31, 2007, the most significant envirental obligations are associated with the PinabKsdte, several historical smelter sites prindjplicated in Arizona, Kansas and Oklahoma, andiura mining sites in
the western U.S. The recorded environmental resdorethese sites totaled $880 million at Decen®#ier2007. A discussion of these sites follows.

Pinal Creek. The Pinal Creek site located near Miami, Arizomas listed under the Arizona Department of Envirental Quality (ADEQ) Water Quality Assurance RewodvFund program in 1989 for contamination in the
shallow alluvial aquifers within the Pinal Creelagirage near Miami, Arizona. Since that time, envinental remediation has been performed by the mendi¢he Pinal Creek Group (PCG), consisting céIpf Dodge
Miami, Inc. (Miami), a wholly owned subsidiary oh&lps Dodge, and two other companies. In 1998Dtheict Court approved a Consent Decree betweeP®G members and the state of Arizona resolvingaters
related to an enforcement action contemplated &ystate of Arizona against the PCG members witheretso groundwater. The Consent Decree committedCG members to complete the remediation wotlinedtin the
Consent Decree. That work continues at this timrsyant to the Consent Decree and consistent with Ew and the National Contingency Plan prephyeBEPA under CERCLA.

The PCG members have been pursuing contributiigration against three other parties involved wité site. Miami dismissed its contribution claimsiagt one defendant when another PCG member agrdedresponsible
for any share attributable to that defendant. Miand the other PCG members settled their contdhutiaims against another defendant in April 208%ile the terms of the settlement are confidentt&, proceeds of the
settlement will be used to address remediatiohePinal Creek site. There are significant disagezes among the members of the PCG regarding liheatibn of the cost of remediation, and a trialteat issue is currently
scheduled to begin in late 2008. The overall cost@clean up is expected to be significant.

Historical Smelter Site. Phelps Dodge and its predecessors at various twveed or operated historical copper and zinc temsein several states, including Arizona, Kansas@klahoma. For some of these smelter sites,
certain FCX subsidiaries have been advised by EPstate agencies that they may be liable for cofstsvestigating and, if appropriate, remediatimyieonmental conditions. At other sites, certainXF€Libsidiaries have
entered into state voluntary remediation prograsrievestigate and, if appropriate, remediate siteditions. The historical smelter sites are in wasistages of assessment, with the current masfisant individual site being
the one located in Blackwell, Oklahoma.

From 1916 to 1974, Blackwell Zinc Company, Inc. BZcurrently a subsidiary of FCX, owned and opedta zinc smelter in Blackwell, Oklahoma. In 19th¢ smelter was demolished and the property detedi City of
Blackwell. Pursuant to an administrative order wita State of Oklahoma (the State), BZC underteokedial actions in Blackwell in 1996 and 1997, uithg sampling residential and commercial propsyisd removing
soils on properties that were found to have meagatentrations above state-established cleanupai@smd-rom 1997 to 2003, BZC investigated the ea@md extent of groundwater contamination potdwtatributable to the
former smelter and evaluated options for remedgingh contamination. In 2003, the State adoptedancip plan requiring the installation of a grountwaxtraction and treatment system and the closdemestic
groundwater wells within the groundwater plume aB2C is prepared to install the groundwater extoscand treatment system as soon as access tesaggenunicipal property is secured.

In the fall of 2006, some Blackwell residents betraengage legal counsel to evaluate property daraagd personal injury claims related to allegedbsype to contaminants potentially associated vatimér zinc smelter
operations. While no suit has been filed, counsepfospective plaintiffs has stated publicly taauit will be filed in the near future.
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In April 2007, FCX, on behalf of BZC, commencedauntary community outreach program inviting prapeswners in and around Blackwell to have theimengies sampled for the presence of smelter-reledethminants,
and agreed to remediate properties whose soilfoang to have metal concentrations above statdlésitad cleanup standards. Owners of about 2,200epties requested sampling, representing appragiyna0 percent of
all eligible properties. In January 2008, FCX repehits outreach program in an effort to obtain pesion to sample a larger percentage of properik®f these soil sampling and remediation actistare being coordinated
with, and supervised by, the State.

Uranium Mining Sites.During a period between 1940 and the early 199@sain Phelps Dodge predecessor entities werdviegtdn uranium exploration and mining in the weste.S. Similar exploration and mining
activities by other companies have caused enviroatmhémpacts that have warranted remediation, &d Bnd local authorities are currently evaluatimg need for significant clean-up activities in thgion. To date, Phelps
Dodge has undertaken remediation at a limited nurobsites associated with these predecessorent®helps Dodge recognized the existence of afmtéability for these activities and had envirnental reserves for six
former uranium sites. An initiative to gather adifl information about sites in the region is oingo FCX utilized the results of Phelps Dodge’s eeliation experience, in combination with historiaatl updated information
gathered to date, to initially estimate its failueof uranium-related liabilities at December 3Q07.

Asset Retirement Obligations (AROs).FCX's ARO cost estimates are reflected on a tpidy cost basis and comply with FCX’s legal okiga to retire tangible, long-lived assets as dadiby SFAS No. 143.

Information on FCX’s AROs for the years ended Delsen81, 2007, 2006 and 2005, follows:

2007 2006 2005
Balance at beginning of ye $ 3C $ 27 $ 23
Liabilities assumed in the acquisition of Phelpsibe 5317 - -
Liabilities incurred 1 - 2
Revisions to cash flow estimat 17¢ - 1)
Accretion expens 27 3 3
Spending (40) - -
Balance at end of ye: 72¢ 30 27
Less current portio 97 - -
Long-term portion $ 631 $ 30 $ 27

a. The fair value of AROs assumed in the acquisitibRleelps Dodge was estimated based on projectduficass, an estimated long-term annual inflatioteraf 2.4 percent, a discount rate based on FC3timated credit-
adjusted, ris-free interest rate of 7.8 percent and a marketmisknium of 10 percent to reflect what a t-party might require to assume these AR

ARO costs may increase or decrease significanttiierfuture as a result of changes in regulatiengineering designs and technology, permit modifioa or updates, mine plans, cost of inflatiorthrer factors and as actual
reclamation spending occurs. ARO activities andceexditures generally are made over an extendedgefitme commencing near the end of the mine hifayever, certain reclamation activities could beederated if
required, or if they are determined to be econoliyiteeneficial.

The most significant revisions to cash flow estiesan 2007 were related to changes at Chino, TyaoePT Freeport Indonesia. During 2007, ChinoByrdne each submitted updated third-party closost estimates to the
state of New Mexico as part of the permit renewatpss. As a result, FCX revised its cash flownestiés and increased its ARO by $95 million for @rémd $45 million for Tyrone. Additional adjustmemay be required

based upon the state’s review of the updated agsians and any permit conditions imposed by tate sif New Mexico. Additionally, PT Freeport Indsieupdated its cost estimates primarily for chartgéts plans for the
treatment of acidic water, resulting in an increas$33 million.

Legal requirements in New Mexico, Arizona and Cattw require financial assurance to be providedhferestimated costs of reclamation and closuréyditg groundwater quality protection programs. FRaé satisfied
financial assurance requirements by using a vadeitgechanisms, such as third-party performanceagiees, financial capability demonstrations, tfustls, surety bonds, letters of credit and colidtérhe applicable
regulatory requirements provide financial strertgts to support third-party performance
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guarantees and financial capability demonstratiamch are designed to confirm a company’s or tpiedity guarantor’s financial capability to funddue estimated reclamation and closure costs. Theuatof financial
assurance FCX is required to provide will vary wittanges in laws, regulations and reclamation éslice cost estimates. At December 31, 2007, FGXthest assets totaling $544 million, acquired tiylo its acquisition of
Phelps Dodge, that are designated for funding gi@zamation and remediation activities, of wh&t06 million is legally restricted to fund a portiof its AROs for Chino, Tyrone and Cobre as reggiipy New Mexico
regulatory authorities.

New Mexico Environmental and Reclamation ProgreéFCX's New Mexico operations are subject to regolatinder the New Mexico Water Quality Act and thatev Quality Control Commission (WQCC) regulations
adopted under that Act. The New Mexico Environniepartment (NMED) has required each of these ojpersto submit closure plans for NMED's approvaieTclosure plans must describe measures to be takgavent
groundwater quality standards from being exceedbadviing the closure of discharging facilities atedabate any groundwater or surface water containma

FCX’s New Mexico operations also are subject taitetion under the New Mexico Mining Act (the Minirgt), which was enacted in 1993, and the Mining Ades, which are administered by the Mining MiadsDivision
(MMD). Under the Mining Act, mines are requiredstabmit and obtain approval of closeout plans dbswithe reclamation to be performed following e®s of mining operations at all or a portion loé tmines. At
December 31, 2007, FCX had accrued reclamatiorckrsdire costs of $434 million for its New Mexicoesptions.

Arizona Environmental and Reclamation PrograFCX’s Arizona properties are subject to regulatvgrsight and compliance in several areas. TheoAgzDepartment of Environmental Quality (ADEQ) dspted
regulations for its aquifer protection permit (ARPdgram that replaced previous Arizona groundwatlity protection permit regulations. APP regialas require permits for certain facilities, acties and structures for
mining, concentrating and smelting and require daanpe with aquifer water quality standards at ppli@able point of compliance well or location. TREP program also may require mitigation and disghaeduction or
elimination of some discharges.

An application for an APP requires a descriptiomafosure strategy to meet applicable groundwateection requirements following cessation of @piens and a cost estimate to implement the closwategy. An APP ma
specify closure requirements, which may includetyotizssure monitoring and maintenance requiremehtsore detailed closure plan must be submittediwi@® days after a permitted entity notifies ADEfJts intent to
cease operations. A permit applicant must demaesitsafinancial capability to meet the closuretsagquired under the APP.

Portions of the Arizona mining facilities that opted after January 1, 1986, also are subject tAtizena Mined Land Reclamation Act (AMLRA). AMLRAequires reclamation to achieve stability and gadensistent with
post-mining land use objectives specified in aaexdtion plan. Reclamation plans require approvahbyState Mine Inspector and must include a cstihate to perform the reclamation measures sjeekifi the plan. During
2008, FCX plans to begin discussions with the siéi&rizona regarding options for future reclamatend closure activities at its operating and nperating sites, which are likely to result in addial adjustments to FCX'’s
ARO liabilities. At December 31, 2007, FCX had ammt reclamation and closure costs of $152 millmmit Arizona operations.

PT Freeport Indonesia Reclamation and Closure Paogs. The ultimate amount of reclamation and closurésctisbe incurred at PT Freeport Indonesia’s opmratwill be determined based on applicable lawd an
regulations and PT Freeport Indonesia’s assessof@pipropriate remedial activities in the circumstes, after consultation with governmental authesjtaffected local residents and other affectetigzaand cannot currently
be projected with precision. Estimates of the udtiereclamation and closure costs PT Freeport kslarwill incur in the future involve complex issuequiring integrated assessments over a periathof years and are
subject to revision over time as more completeistudre performed. Some reclamation costs wilharred during mining activities, while most closwosts and the remaining reclamation costs wilhberred at the end of
mining activities, which are currently estimatecctmtinue for more than 33 years. At December 8072PT Freeport Indonesia had accrued reclamatidrclosure costs of $67 million.

In 1996, PT Freeport Indonesia began contributing ¢ash fund ($10 million balance at Decembe280y) designed to accumulate at least $100 mi(lieciuding interest) by the end of its Indonesiaiming activities. PT
Freeport Indonesia plans to use this fund, inclgdiocrued interest, to pay the above-
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mentioned mine closure and reclamation costs. Aisyscin excess of the $100 million fund would beded by operational cash flow or other sources.

Litigation. FCX is subject to legal proceedings claims aalilities that arise in the normal course of businé&CX believes the amount of the ultimate ligpilith respect to those matters will not have aemal adverse
effect, either individually or in the aggregatepnpts business, financial condition, liquiditystdts of operations or cash flow.

Since approximately 1990, Phelps Dodge or its slidnsés have been named as a defendant in pradbdity or premises lawsuits claiming injury froexposure to asbestos found in electrical wire petalproduced or
marketed many years ago, or from asbestos at mkéttalps Dodge properties. FCX believes its lighilf any, in these matters will not have a matkaidverse effect, either individually or in thegeggate, upon its business,
financial condition, liquidity, results of operati® or cash flow. There can be no assurance, howtagifuture developments will not alter this clseon.

Letters of Credit and Surety Bonds. Standby letters of credit totaled $74 milliorDeicember 31, 2007, primarily for reclamation, eorimental obligations and workers’ compensationrasce programs. In addition, FCX
had surety bonds totaling $91 million at Decemkigr2907, associated with reclamation and closugé (fillion — see discussion above), self-insurammeds primarily for workers’ compensation ($21 oitl) and
miscellaneous bonds ($4 million).

Insurance. FCX purchases a variety of insurance productsitgate potential losses. The various insurancelpets typically have specified deductible amouotself-insured retentions, and policy limits. 2007, FCX
renewed its property insurance coverage, whichuitedl the acquired Phelps Dodge mining operatio8X generally is self-insured for U.S. workers’ coengation, but purchases excess insurance up tcstatimits. An
actuarial analysis is performed twice a year faiotes FCX casualty programs, including workers’ pemsation, to estimate required insurance reselvastance reserves totaled $54 million at DecerBie2007, which
consisted of a current portion of $10 million (inded in accounts payable and accrued liabilities)along-term portion of $44 million (includedather liabilities).

NOTE 16. COMMITMENTS AND GUARANTEES
Operating leases. FCX leases various types of properties, includiffiges and equipment. A summary of future minimeantals under these non-cancelable leases at becedt, 2007, follows:

2008 $ 26
2009 25
2010 20
2011 16
2012 14
After 2012 2

Total payment: $ 103

Minimum payments under operating leases have ren beduced by aggregate minimum sublease rentaishwre minimal.

Certain of FCX’s mineral leases require minimumuaimoyalty payments, and others provide for ragalbased on production. At December 31, 2007, E@ggregate minimum future payments under theseaocelable
mineral leases totaled $2 million per year for 20889 and 2010, $1 million per year for 2011 a@#i2 and $8 million after 2012.
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A summary of rent and royalty expenses for the yeaded December 31, 2007, 2006 and 2005, follows:

2007 2006 2005
Rent expens $ 54 $ 10 $ 9
Royalty expens 2 = =
$ 56 $ 10 $ 9

Contractual obligations. Based on applicable prices at December 31, 200X, has unconditional purchase obligations of $2l&n, primarily comprising the procurement ofgger concentrates and cathodes ($1.7 billion)
and transportation ($270 million) that are essétuiits operations worldwide. Some of FCX'’s uncitisthal purchase obligations are settled basederptevailing market rate for the service or comityguurchased. In some
cases, the amount of the actual obligation may @hawer time because of market conditions. Oblgetifor copper concentrate and cathode providddtiveries of specified volumes, at market-basecegr to Atlantic

Copper and Phelps Dodge’s sales company. Transipartbligations are primarily for Cerro Verde a@endelaria contracted ocean freight rates and éottiNAmerican natural gas transportation.

FCX'’s future commitments total $1.5 billion in 2Q@844 million in 2009, $198 million in 2010, $1&¥llion in 2011, $27 million in 2012 and $24 millichereafter. During 2007, 2006 and 2005, FCX Hefiits minimum
contractual purchase obligations or negotiatedeseéints in those situations in which it terminaéedagreement containing an unconditional obligation

Contract of Work. FCX is entitled to mine in Indonesia under thef@act of Work” between PT Freeport Indonesia gnedGovernment of Indonesia. The original ContcddVork was entered into in 1967 and was
replaced with a new Contract of Work in 1991. Thigal term of the current Contract of Work expiias2021, but can be extended by PT Freeport Insiarfer two 10year periods, subject to Indonesian governmentoaagy
which cannot be withheld or delayed unreasonabiye@the importance of contracts of work underltidgonesian legal system and PT Freeport Indoneafgpsoximately 40 years of working with the Indaaesgovernment,
which included entering into the Contract of Wankli991 well before the expiration of the 1967 Caatiof Work, PT Freeport Indonesia fully expectst tihe government will approve the extensions ag s it continues to
comply with the terms of the Contract of Work.

The copper royalty rate payable by PT Freeportheda under its Contract of Work varies from 1.Ecpat of copper net revenue at a copper price &056r less per pound to 3.5 percent at a coppee pf $1.10 or more p
pound. The Contract of Work royalty rate for gotiiasilver sales is 1.0 percent.

A large part of the mineral royalties under Goveeninof Indonesia regulations is designated to theipces from which the minerals are extracteccdnnection with its fourth concentrator mill expamscompleted in 1998,
PT Freeport Indonesia agreed to pay the Governofdntlonesia additional royalties (royalties najuied by the Contract of Work) to provide furttsepport to the local governments and the peopteeofndonesian
province of Papua. The additional royalties arel pai production exceeding specified annual amooint®pper, gold and silver expected to be genenatesh PT Freeport Indonesia’s milling facilitieseoate above 200,000
metric tons of ore per day. The additional royéttycopper equals the Contract of Work royalty rated for gold and silver equals twice the ContrddVork royalty rates. Therefore, PT Freeport Inelsia’s royalty rate on
copper net revenues from production above the ddesels is double the Contract of Work royaltyeraand the royalty rates on gold and silver satas fproduction above the agreed levels are tripeQontract of Work
royalty rates.

The combined royalties, including the additionalaities, which became effective January 1, 199@Jéd $133 million in 2007, $126 million in 2006ca$104 million in 2005. PT Freeport Indonesia relsahese royalty
payments as a reduction to revenues.

Social and Economic Development Programs.FCX has a comprehensive social, employment anthhuights policy to ensure that its operationscareducted in a manner respecting basic humansrighe laws and
regulations of the host country, and the culturéhefpeople who are indigenous to the areas intwR{&X operates.

In 1996, PT Freeport Indonesia established theperé®artnership Fund for Community Developmenticivhwas previously called the Freeport Fund faarirdaya Development, through which PT Freeportriedia has
made available funding and expertise to supporedommomic and social development of the area. B€gart Indonesia has committed to provide one peafdts annual revenue for the development
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of the local people through the Freeport Partnerbind for Community Development. PT Freeport Ireda charged $48 million in 2007, $44 million in0BOand $36 million in 2005 to production coststfiis commitment.

FCX’s Cerro Verde copper mine had previously agteezbnduct and fund technical studies for the tortion of water and sewage treatment facilitreé\iequipa, Peru, and to fund 50 percent of thestraotion of both
facilities. The cost associated with the constanrctf these facilities is currently under reviewt Eerro Verde's share is expected to approxima€erillion, which is recorded as a current lialyilit

During 2006, the Peruvian government announcedathatining companies operating in Peru will makeaal contributions to local development fundsédive-year period. The contribution is equal t853percent of after-
tax profits, of which 2.75 percent is contributedatlocal mining fund and 1.00 percent to a rediamiaing fund. At December 31, 2007, Cerro Verd@bility associated with the local mining fund ¢ohutions totaled $49
million, which is recorded as a current liability.

Guarantees. FCX provides certain financial guarantees (inalgdindirect guarantees of the indebtedness of s}tard indemnities.

At its Morenci mine in Arizona, FCX has a ventuggeement dated February 7, 1986, with Sumitomoghiricludes a put and call option guarantee clae6€& holds an 85 percent undivided interest inNtweenci complex.
Under certain conditions defined in the venturesagrent, Sumitomo has the right to sell its 15 perskare to FCX. Likewise, under certain conditidf@X has the right to purchase Sumitomshare of the venture. Basec
calculations defined in the venture agreement,esteinber 31, 2007, the maximum potential payment B3%ligated to make to Sumitomo upon exercisthefput option (or FCX's exercise of its call opfjdotaled
approximately $190 million. At December 31, 200ZXhad not recorded any liability in its consolidatinancial statements in connection with thisrgngee as FCX does not believe, based on informatiailable, that it is
probable that any amounts will be paid under thi@rgntee as the fair value of Sumitomo’s 15 perskate is well in excess of the exercise price.

Prior to its acquisition by FCX, Phelps Dodge ascsiibsidiaries have, as part of merger, acquisitivestiture and other transactions, from timértee, indemnified certain sellers, buyers or otharties related to the
transaction from and against certain liabilitiesasated with conditions in existence (or claimsoasated with actions taken) prior to the closiagedof the transaction. As part of these transastiBhelps Dodge indemnified
the counterparty from and against certain excluste@tained liabilities existing at the time ofes#hat would otherwise have been transferred tpénty at closing. These indemnity provisions geltgmow require FCX to
indemnify the party against certain liabilities tih@ay arise in the future from the priesing activities of Phelps Dodge for assets soldurchased. The indemnity classifications incladeironmental, tax and certain opera
liabilities, claims or litigation existing at clogj and various excluded liabilities or obligatiohmst of these indemnity obligations arise frormgactions that closed many years ago, and givenatuee of these indemnity
obligations, it is impossible to estimate the maximpotential exposure. Except as described indheviing sentence, FCX does not consider any ohiitigations as having a probable likelihood ofmpant that is
reasonably estimable, and accordingly, has notrdecbany obligations associated with these indéemiwith respect to FCX'environmental indemnity obligations, any expectests from these guarantees are accrued
potential environmental obligations are considdrgdnanagement to be probable and the costs cagabenably estimated.

NOTE 17. FINANCIAL INSTRUMENTS

FCX and its subsidiaries do not purchase, holcebrderivative financial instruments unless thera existing asset or obligation or if FCX antités a future activity that is likely to occur aitl result in exposure to mark
risks. FCX does not enter into any derivative ficiahinstruments for speculative purposes. FCX igmdubsidiaries have entered into derivative faiannstruments in limited instances to achievecsfic objectives. These
objectives principally relate to managing risksoesated with commodity price, foreign currency anigrest rate risks. The fair values of FCX's fingah derivative instruments are based on derivativeing models or widely
published market closing prices. A recap of galasses) charged to income from continuing operattefore income taxes and minority interests foivdéve financial instruments, including embeddktivatives, for the
years ended December 31, 2007, 2006 and 2005wl
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2007 2006 2005

Commodity contracts

Phelps Dodge’s zero-premium copper colfars $ (a75) $ - $ -

Embedded derivatives in provisional sales contracts 11¢ 15€ 17¢€

Forward copper contracts (44) 47 2¢

Copper futures and swap contrats (38) - -

Gold-Denominated Preferred Stock, Serie’ 11 - (69) -

Silver-Denominated Preferred Stotk - (13) (5
Foreign currency exchange contratts - 7 1

a. Amounts recorded in revenut
b. Amounts recorded in cost of sal

Summarized below are financial instruments whosgyitey amounts are not equal to their fair valud ansettled derivative financial instruments at &€aber 31, 2007 and 2006:

2007 2006
Carrying Fair Carrying Fair
Amount Value Amount Value
Commodity contracts
Phelps Dodg's zer-premium coppe
collars in net liability positior $ (59¢) $ (59¢) $ = $ =
Embedded derivatives in provisional se
contracts in net liability positio (13€) (13€) (127) (127)
Copper forward contracts in net liabili
position (€] ) 5) 5)
Copper futures and swap contracts in
liability position 9) 9) - -
Long-term debt (including amounts due within one yt (7,21)) (7,595 (680) (710)

Commodity Contracts. From time to time, FCX has entered into forwduntires, swaps and option contracts to hedge thkenesk associated with fluctuations in the psicé commodities it sells. The primary objective of
these contracts has been to set a minimum pricethensecondary objective is to retain market wgsfdavailable at a reasonable cost. As of Decer8lhe2007, FCX had no price protection contraelating to its mine
production. A summary of these derivative contractd programs follows.

As a result of the acquisition of Phelps Dodge, F&¥umed Phelps Dodge’s 2007 copper price proteptimgram ($423 million obligation at acquisitioatel), which consisted of zero-premium copper csl{aonsisting of
both put and call options) for 486 million poundsopper capped at $2.00 per pound and coppergtiars for 730 million pounds with a floor price $8.95 per pound. The zero-premium copper collarsisted of the
simultaneous purchase of a monthly or annual ptibeand the sale of an annual call option. Thegmiion portion of these protection contracts dffety ensured a minimum price per pound while ¢h# option portion
established a maximum price per pound. At DecerilteP007, the copper put options expired withotttesaent, and FCX paid $598 million in January 2608ettle the copper call options. FCX does notenily intend to
enter into similar hedging programs in the future.

As described in Note 1 under “Revenue Recognitiarportion of FCX's copper concentrate and catleades agreements provides for provisional billipgsarily based on LME or COMEX prices at the tinfeshipment as
specified in the contract. FCX applies the normathase and sale exception under SFAS No. 133nasded, to the host sales agreements since theacentlo not allow for net settlement and alwagsilten physical
delivery. Under SFAS No. 133, as amended, salegrond provisional sales price contain an embeddedative (i.e., the price settlement mechanism that is settlet éfe time of delivery) that is required to beubtated
from the host contract. The host contract is the shthe metals contained in the concentratesathrazles at the thesurrent LME or COMEX price. The embedded derivativkich does not qualify for hedge accounting ur
SFAS No. 133, as amended, is marked-to-market ¢fir@arnings each period. Mark-to-market price flatibns recorded through the settlement date #ected in revenues. At December 31, 2007, FCXérabedded
derivatives on 402 million pounds of copper (netfiority interests), with maturities through MagQaB.
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Atlantic Copper enters into forward copper consatgsigned to hedge its copper price risk whenévghysical purchases and sales pricing periodsadlanatch. Although these contracts are intendétetige against chang
in copper prices, these contracts do not meef élfleocriteria to qualify under SFAS No. 133, aseahed, as a hedge transaction, therefore, markatenhedging gains or losses are recorded toofsstles. At December 31,
2007, Atlantic Copper held forward copper purchasetracts for 28 million pounds at an average poic®3.00 per pound, with maturities through Feby(2008.

Some of FCX’s U.S. copper rod customers requeisea fnarket price instead of the COMEX averagegiticthe month of shipment. FCX hedges this prigeosure in a manner that allows it to receive t@MEX average
price in the month of shipment while the custonpag the fixed price they requested. FCX accompfighis by entering into copper futures and swagreots and then liquidating the copper futures @mis and settling the
copper swap contracts during the month of shipmehigh generally results in FCX receiving the COMBXerage price in the month of shipment. Thesesaetions do not meet all of the criteria under SRS 133, as
amended, to qualify as a hedge transaction. Gaid$asses for these transactions are recorded/émues. At December 31, 2007, FCX held copper éstand swap contracts for 89 million pounds atemage price of $3.14
per pound, with maturities through December 2009.

In 2006, FCX redeemed its gold-denominated anesilenominated preferred stock that had dividemdsrademption amounts determined by commodity price

Foreign Currency Exchange Contracts. As a global company, FCX transacts business imneauntries and in many currencies. Foreign cuyeransactions of FCX's international subsidiaiiesease its risks because
exchange rates can change between the time agrtsearermade and the time foreign currency transastre settled. FCX may hedge or protect itsnatgmnal subsidiariedbreign currency transactions from time to time
entering into forward exchange contracts to lockriminimize the effects of fluctuations in exchamgtes. FCX had no outstanding foreign currenchamge contracts at December 31, 2007.

Interest Rate Swap Contracts. From time to time, FCX or its subsidiaries mageemnto interest rate swaps to manage its expdsuirgerest rate changes on a portion of its deloating-rate debt exposes FCX to increasing
costs from rising interest rates. FCX may entes interest rate swap contracts to lock in an irsterate considered to be favorable in order togmtcsigainst its exposure to variability in futuneerest payments attributable to
increases in interest rates of the designatediiigatte debt. FCX had no outstanding interest satap contracts at December 31, 2007.

Credit Risk. FCX is exposed to credit loss when financialitnibns with which FCX has entered into derivativ@nsactions (commodity, foreign exchange andésterate swaps) are unable to pay. To minimizeigeof
such losses, FCX uses highly rated financial iastins that meet certain requirements. FCX alstmgially reviews the creditworthiness of thesditnions to ensure that they are maintaining thaiings. FCX does not
anticipate that any of the financial institutionSX deals with will default on their obligations. A$ December 31, 2007, FCX did not have any sigaiit credit exposure associated with derivativestations.

Other Financial Instruments. The methods and assumptions FCX used to estitmatir value of each group of financial instrurtgefor which it can reasonably determine a valweaar follows:

Cash and Cash EquivaleniBhe financial statement amount is a reasonablmegiof the fair value because of the short matofithese instruments.

Trust AssetsThe fair value of trust assets is based on quotden prices.

Long-Term DebtThe fair value of substantially all of FCX’s longrtn debt is estimated based on the quoted marieetspr

NOTE 18. BUSINESS SEGMENTS

With the acquisition of Phelps Dodge, FCX has addjat regional approach to the management of ittmioperations. FCX has organized its mining openatgeographically into three primary operatingisions — North

American mining, South American mining and Indoaasnining. Notwithstanding this geographic strueftfCX internally reports information on a minerhine basis. Therefore, in accordance with SFAS184,
“Disclosures about Segments of an Enterprise anat&kInformation,” FCX concluded that its
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operating segments include individual mines. FCX texised its segment disclosures for the yearsdbBdcember 31, 2006 and 2005, to conform withetiiryear presentation.
Further discussion of the reportable segments detitin FCX's operating divisions, as well as FCHfker reportable segment — Atlantic Copper Smekirigefining, follows.

North American Mining. North American mining operations are comprisedagdper operations from mining through copper ramtipction, molybdenum operations from mining thrieegnversion to chemical and
metallurgical products, and the marketing and e&foth product lines. FCX has six operating coppéres in North America — Morenci, Bagdad, Sierr8afford, Chino and Tyrone, and one operating imbéyum mine —
Henderson. The North American mining division irt#s one reportable copper mine (Morenci), andialsades Rod and Refining operations and Molybdeoperations as reportable segments.

Morenci.The Morenci open-pit mine, located in southeaséeinona, primarily produces copper cathodes angeoponcentrates. In addition to copper, the Mdrerige produces molybdenum concentrates as a byupto

Rod and Refinin¢cThe Rod and Refining segment consists of coppeversion facilities, including a refinery, rod misd a specialty copper products facility. Thisrsegt processes copper produced at the North Anmerica
mines and purchased copper into copper anode,dmsthad and custom copper shapes. At times thimeegrefines copper and produces copper rod angestar customers on a toll basis. Toll arrangemesduire the
tolling customer to deliver appropriate copper-bramaterial to FCX’s facilities for processingara product that is returned to the customer, ways=CX for processing its material into the spediproducts.

MolybdenumThe Molybdenum segment includes FCX'’s wholly owkkghderson and Climax molybdenum mines in Coloraelated conversion facilities and a technology eenthis segment is an integrated producer of
molybdenum, with mining, roasting and processirgilitées that produce high-purity, molybdenum-baséémicals, molybdenum metal powder and metallaigicoducts, which are sold to customers arounavibréd. This
segment also purchases molybdenum, produced apwbyct, from FCX’'s North American and South Ancari copper mines and sells it to third partiesddition, at times this segment roasts and/or psEsmaterial on a
toll basis. Toll arrangements require the tollingtomer to deliver appropriate molybdenum-beariragemal to FCX's facilities for processing into eoduct that is returned to the customer, who payX for processing its
material into the specified products. This segnaés includes a technology center whose primariyigcts developing new engineered products andiegfons.

The Henderson underground mine produces high-pufigmical-grade molybdenum concentrates, whicliuateer processed into value-added molybdenum awmroducts.

In December 2007, FCX's Board of Directors approtregirestart of the Climax molybdenum mine neardvéke, Colorado, which has been on care-and-maantee status since 1995. Climax is believed thedargest,
highest-grade and lowest-cost undeveloped molyhdesre body in the world. The initial project invelthe restart of open-pit mining and the consinaif new milling facilities.

Other North American Mining Operation®ther North American mining operations, which aoé considered reportable segments, include FCXisragouthwestern U.S. copper mines — Bagdad, Big8afford, Chino,
Tyrone, Miami, Cobre, Bisbee and Tohono. In additio copper, the Bagdad, Sierrita and Chino mimedyce molybdenum, gold and silver, and the Seéemiine also produces rhenium. Other North Amerioaring
operations also include the Miami smelter (whicthis most significant source of sulfuric acid foe tvarious North American leaching operationsjlasscompany (which functions as an agent to psechad sell copper frc
the North American mines and the Rod and Refinemneent and also purchases and sells any coppeoliolby the South American mines to third partees) other ancillary operations.

South American Mining. FCX has four operating copper mines in South Acaer Candelaria, Ojos del Salado and El Abra ileCand Cerro Verde in Peru. These operationsid&bpen-pit and underground mining,
sulfide ore concentrating, leaching, solution estiom and electrowinning. The South American mindigsion includes one reportable copper mine (€&terde).
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Cerro VerdeThe Cerro Verde open-pit copper mine, located Aeequipa, Peru, produces copper cathodes and ceppeentrates. In addition to copper, the Cerrad¥enine produces molybdenum and silver. FCX owns a
53.56 percent interest in Cerro Verde. The remgidi.44 percent is held by SMM Cerro Verde NethettaB.V., Compafiia de Minas Buenaventura S.A.A.athdr shareholders, certain of whose shares dieclyutraded
on the Lima Stock Exchange.

Other South American Mining Operatioi@ther South American mining operations, which areaonsidered reportable segments, include FCXisrdBouth American copper mines — Candelaria, @gpSalado and El Abra
— which include open-pit and underground minindfide ore concentrating, leaching, solution exti@etand electrowinning, and other ancillary openasi In addition to copper, the Candelaria and @@sSalado mines
produce gold and silver. FCX owns an 80 percerr@st in both the Candelaria and Ojos del Saladesiand owns a 51 percent interest in the El Atine.

Indonesian Mining. Indonesian mining includes PT Freeport Indones@&rasberg copper and gold mining operations amddkjaya Power’'s power-generating operations (afiarinations with PT Freeport Indonesia).
FCX owns 90.64 percent of PT Freeport Indonesuiing 9.36 percent owned through PT Indocoppeesdtama, and the remaining 9.36 percent is ownetidoBovernment of Indonesia. In 1996, FCX esthbtisan
unincorporated joint venture with Rio Tinto, whicbvers PT Freeport Indonesia’s mining operatiorBlatk A and gives Rio Tinto, through 2021, a 4@qgeat interest in certain assets and future praodiuexceeding
specified annual amounts of copper, gold and silkéer 2021, Rio Tinto will have a 40 percent irgst in all production from Block A.

Atlantic Copper Smelting & Refining. Atlantic Copper, FCX’s wholly owned smelting uimtSpain, smelts and refines copper concentratésrearkets refined copper and precious metalsrimesl

Other.Intersegment sales by the Indonesian and South iamemines are based on similar arms-length traiosecwith third parties at the time of the satgefsegment sales of any individual mine may natfflective of
the actual prices ultimately realized because\dréaety of factors, including additional processitigning of sales to unaffiliated customers andsgortation premiums.

FCX allocates certain operating costs, expensesapital to the operating divisions and individeagments. However, not all costs and expensescapj#ito a mine or operation are allocated. Alefediand state income
taxes are recorded and managed at the corporatewét: the exception of foreign income taxes, whize generally recorded and managed at the apfglicaine or operation. Accordingly, the followinggnent information
reflects management determinations that may naidieative of what the actual financial performaméeach operating division or segment would kievifas an independent entity.

FCX revenues attributable to the products it preduor the years ended December 31, 2007, 200@G018], follow:

2007 2006 2005
Refined copper produc $ 8,91¢ $ 1,86 $ 1,12¢
Copper in concentratés 4,541 2,721 1,86¢
Molybdenum 1,70% - -
Gold 1,66¢ 1,158 1,245
Other® 118 50 (64)
Total $ 16,93¢ $ 5,791 $ 4,17¢

a. Amounts are net of treatment and refining chargeding $502 million for 2007, $388 million for 26@nd $277 million for 200%

b. Amounts are net of royalty charges totaling $138ioni in 2007, $126 million in 2006 and $104 millian 2005. Also includes $(41) million in 2007, S1&illion in 2006 and $9 million in 2005 for adjos¢nts to pric
year sales and f-acquisition sales in 2007 subject to final prici
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Information concerning financial data by geograpiriea and business segments for the years endednber31, 2007, 2006 and 2005, is presented ifotlosving tables.

Geographic Area

2007 2006 2005
Revenue$:

United State: $ 6,48( 76 95
Japar 2,47¢ 1,242 80t
Indonesie 2,10t 1,20z 1,00¢
Spain 1,77:% 1,38( 782
United Kingdom 661 12€ 72
Chile 627 - -
China 40C 12C 41
Mexico 35€ 132 -
India 31¢ 387 241
Philippines 314 86 137
Korea 26€ 377 28¢
Others 1,15¢ 662 70¢

Total $ 16,93¢ 5,791 4,17¢

Long-lived assetd:

United State: $ 16,95« 41 53
Per. 3,24: - -
Indonesie 3,12¢ 2,93t 3,191
Chile 2,882 - -
Africa 1,50¢ - -
Spain 274 26E 284
Others 84 = =

Total $ 28,06¢ 3,23¢ 3,52¢

a. Revenues are attributed to countries based orotaion of the custome

b. Long-lived assets exclude deferred tax assets, goodmdllintangible asset
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Business Segments

Year Ended December 31, 200
Revenues

Unaffiliated customerd

Intersegmen
Production and deliven’il
Depreciation, depletion and amortizatfon
Exploration and research expen
Selling, general and administrative exper
Operating incom&

Interest expense, n

Provision for income taxe
Total assets at December 31, 2
Capital expenditure

Year Ended December 31, 200
Revenues
Unaffiliated customer
Intersegmen
Production and deliver
Depreciation and amortizatic
Exploration expense
Selling, general and administrative exper
Operating incom:

Interest expense, n

Provision for income taxe

Total assets at December 31, 2!
Capital expenditure

Year Ended December 31, 200
Revenues
Unaffiliated customer
Intersegmen
Production and deliver
Depreciation and amortizatic
Exploration expense
Selling, general and administrative exper
Operating incom:

Interest expense, n

Provision for income taxe

Total assets at December 31, 2!
Capital expenditure

North America South Americé Indonesic
Other Total Other Total Atlantic Corporate
North North South South Copper Other &
Rod & Molyb-  Americar American Cerro American American Smelting Elimi- FCX
Morenci Refining  denum Mining Mining Verde Mining Mining Grasberc & Refining nations  Total
$ 68 $ 5,106 $ 1,74€ $ 1,71¢ $ 8,641 744 $ 1,521 $ 2,265 $ 3,64 $ 2,38¢ $ 5 $16,93¢
1,70¢ 32 - (1,73%) 9 85% 72t 1,58 1,16¢ - (2,75%) -
991 5,11¢ 1,281 (1,10%) 6,292 48¢ 795 1,27¢ 1,38¢ 2,32¢ (2,76() 8,527
23¢ 7 94 271 611 12¢ 24¢ 377 19¢ 36 23 1,24¢
= = 2 8 10 - - - - - 138 14F
- - 1C 10 20 - - - 18¢ 20 23¢ 46€
547 14 352 802 1,717 987 1,208 2,19C 3,03t 3 (38€) 6,55¢
- 4 - - 4 9 @) 7 12 26 464 51t
- - - - - 48t 36¢ 852 1,32¢ - 221 2,40C
5,01t 43¢ 3,522 10,27: 19,247 4,22¢ 4,198 8,41¢ 3,731 91t 8,34: 40,66:
26¢€ 8 45 59¢ 92C 58 65 123 36¢ 42 30z 1,75%
_ _ - - - - = — 3,548 2,24; 6 5,791
_ _ _ - - - - - 852 - (852) -
— - - = = - - - 1,27¢ 2,11¢ (873) 2,52t
- - - - - - - - 184 33 11 22¢
- - - - = = = - - - 12 12
_ _ _ - _ - - - 211 16 (70) 157
— — = = = - - - 2,721 74 74 2,86¢
- - = = = - - - 20 25 31 76
- - - - - - - - 95C - 251 1,201
- - — - = - - - 4,112 91g 365 5,39C
— - - - - - - - 234 17 - 251
_ - - - - - = = 2,81¢% 1,362 6 4,17¢
_ _ _ - - - - - 75¢€ - (75€) -
— - - = = - - - 954 1,28¢ (604) 1,63¢
- - - - - - - - 21C 29 12 251
- - - - - - - - - - 9 9
_ _ _ _ _ — - — 147 11 (54)___ 104
— — = = = - - - 2,251 35 (115) 2,177
- - = = = - - - 22 17 93 132
- - - - - - - - 781 - 134 91¢
- - — - = - - - 4,61¢ 932 (1) 5,55C
— - - - - - - - 12¢ 10 4 142

a. Includes PT Freeport Indone’s sales to PT Smelting totaling $1.8 billion in 20$1.2 billion in 2006 and $1.0 billion in 20C
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b. The following table summarizes the impact of pusghaccounting fair value adjustments on 2007 ojperatcome primarily associated with the impactgh# increases in the carrying values of PhelpsgBsdmetal
inventories (including mill and leach stockpilesgproperty, plant and equipment, and also inclidesmpact associated with the amortization dadnigible assets and liabilities resulting from theuasition:

Revenue: $ - $ - $ 111 $ - $ 111 $ 8 3 1% 9 N/A NA $ -$ 12C
Production and deliver (218) - (164) (230) (612) 73 (96) (169) N/A NA - (78))
Depreciation, depletion and amortizat (167) = (52) (16%) (389 (64 (14%) (209 N/A N/A -~ _(2)__(599)
Reduction of operating incon § (58S - § (1093 (3995 (8895 (129 5 240 § (369 N/A NA §(2)8(1.250
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NOTE 19. SUPPLEMENTARY MINERAL RESERVE INFORMATION (UNAUDITED)

Proven and probable reserves have been calculateiCeecember 31, 2007, in accordance with InduStride 7 as required by the Securities and Exchawogef 1934. FCX's proven and probable reserveg nat be
comparable to similar information regarding mineeserves disclosed in accordance with the guidanather countries. Proven and probable resenere wetermined by the use of mapping, drilling, glamg, assaying and
evaluation methods generally applied in the minimtystry, as more fully discussed below. The teresérve,” as used in the reserve data presentegdrheans that part of a mineral deposit which @admnomically and
legally extracted or produced at the time of treeree determination. The term “proven reserves’maeaserves for which (i) quantity is computed frdimensions revealed in outcrops, trenches, woekarddrill holes; (ii)
grade and/or quality are computed from the resulietailed sampling; and (iii) the sites for inspes, sampling and measurements are spaced sdycarsthe geologic character is sufficiently defirthat size, shape, depth
and mineral content of reserves are well estahdishke term “probable reserves” means reserveslitch quantity and grade are computed from inforamasimilar to that used for proven reserves batsites for sampling
are farther apart or are otherwise less adequspalged. The degree of assurance, although lowetthiasfor proven reserves, is high enough to asstontinuity between points of observation.

FCX's reserve estimates are based on the latedalleageological and geotechnical studies. FCXdemts ongoing studies of its ore bodies to optineizenomic values and to manage risk. FCX revisesiibe plans and
estimates of proven and probable mineral reservesaquired in accordance with the latest availabldies. FCXS$ estimated consolidated recoverable reservesdadB.2 billion pounds of copper, 41.0 million oesof gold
2.0 billion pounds of molybdenum, 230.9 million @es of silver and 0.6 billion pounds of cobalt.Ddcember 31, 2007, recoverable reserves incluiteasid recoverable copper totaling 2.6 billion pa&im leach stockpile
and 0.9 billion pounds in mill stockpiles.

Recoverable Proven and Probable Reserw
at December 31, 200

Copper Gold Molybdenum
(Billions of Lbs.) (Millions of Ozs.) (Billions of Lbs.)
North America 25.8 0.2 1.8
South Americ 26.0 1.4 0.2
Indonesie 37.1 39.4 -
Africa 4.3 - —
Consolidated basfs 93.2 410 2.0
Net equity interes® 77.0 37.0 1.9

a. Consolidated basis reserves represents estimatead quantities after reduction for joint venturetpar interests at the Morenci mine in North Amarénd the Grasberg mining complex in Indone

b. Net equity interest represents F's net ownership interesi.e., estimated consolidated reserves further redumenhinority interests)

Estimated recoverable reserves were assessedlosgigerm average prices of $1.20 per pound for cogp#s0 per ounce for gold, $6.50 per pound for modyhdn, $7.50 per ounce for silver and $12.00 pengdar cobalt
along with near-term price forecasts reflectivehef current price environment. The London spot hyetees for the past three years averaged $2.65qend for copper and $582 per ounce for gold, taedletals Week
Molybdenum Dealer Oxide price averaged $28.90 pengd for molybdenum.
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100% Basis

Average Ore Grad

Recoverable Proven ai
Probable Reserve

Ore Per Metric Tor Copper Moly
(Million Coppet Gold Moly (Billions (Millions
Year-End Metric Tons) (%) (Grams) (%) of Lbs.) of Lbs.)
2003 2,69¢ 1.0& 0.9¢ N/A 54.4 60.4 N/A
2004 2,76¢ 1.0¢ 0.97 N/A 56.2 61.C N/A
2005 2,82: 1.07 0.9z N/A 56.€ 58.¢% N/A
2006 2,81: 1.04 0.9C N/A 54.¢ 54.:¢ N/A
2007 12,22« 0.51 0.2C 0.01 110.2 54.1% 2,04z
By Area at December 31, 2007
North America
Developed and producin
Morenci 2,81¢ 0.2€ - 0.00z 10.7 - 34
Sierrita 1,062 0.2€ 0.002 0.03( 54 0.1 584
Bagdac 82¢ 0.2€ 0.002 0.01¢€ 4.1 = 207
Safford 54¢ 0.3€ - - 2.7 - -
Chino 164 0.51 0.01: 0.00¢ 24 = 7
Tyrone 191 0.3z - - 1.0 - -
Miami 102 0.3¢ - - 0.6 - -
Hendersor 122 - - 0.192 - - 448
Undeveloped
Climax 165 - - 0.16¢ - - 532
Cobre 7 0.4C - - 0.5 - -
South America
Developed and producin
Cerro Verde 1,765 0.44 - 0.012 14.¢ - 23C
El Abra 1,201 0.42 - - 6.1 - -
Candelarie 36C 0.5¢ 0.13¢ - 4.8 14 -
Ojos del Salad: 7 1.14 0.28¢ - 0.2 - -
Indonesia
Developed and producin
Grasberg open p 432 0.8¢ 0.98: - 7.2 11.2 -
DOZ/ESZ® 284 0.6 0.707 - 34 4.9 =
Undeveloped
Grasberg block cav 983 1.0€ 0.852 - 19.€ 18.2 -
Kucing Liar 56¢ 1.1& 1.05¢ - 12.7 9.1 -
MLZ/DMLZ © 392 1.01 0.81¢ - 74 7.7 -
Big Gossar 53 231 1.10C - 24 13 -
Africa
Undeveloped
Tenke Fungurum 10C 2.2¢ — _ 4.3 - _
Total 100% basis 12,22 1104 54.1 2,04
Consolidated basis 93.2 41.¢ 2,037
77.C 37.C 1,93(C

FCX’s equity share

a. Ounces are not shown because of rounc

b. Deep Ore Zone (DOZ) and Ertsberg Stockwork Zonezjt

c. Mill Level Zone (MLZ) and Deep Mill Level Zone (DMZ)
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NOTE 20. QUARTERLY FINANCIAL INFORMATION (UNAUDITE

2007
Revenued
Operating incom8 ©
Income from continuing operations applicable to owon stock & ¢
Income (loss) from discontinued operatiéns
Net income applicable to common st &d
Basic net income (loss) per share of common si
Continuing operation
Discontinued operatior
Basic net income per share of common si
Diluted net income (loss) per share of common st
Continuing operationg &
Discontinued operatiorfs
Diluted net income per share of common stoék?

2006

Revenue$

Operating incomé& '

Net income applicable to common stc
Basic net income per share of common si
Diluted net income per share of common sto&ié

e fg

a. As a result of the sale of PDIC, results for thetfand second quarters of 2007 have been res@techove PDIC from continuing operatio

o

o

D)

First Seconc Third Fourth
Quarter® Quarter” Quarter Quarter Year

2,24¢ 5,44: 5,06€ 4,18 16,93¢

1,172 2,35¢ 1,877 1,152 6,558

472 1,07¢ 768 4232 2,73¢

4 28 12 ©) 35

47€ 1,104 T7E 414 2,76¢

218 2.82 2.00 1.1¢ 8.0z

0.0Z 0.07 0.0 (0.02) 0.1C

2.2 2.9C 2.0: 1.0¢ 8.1

2.0C 2.5€ 1.8¢ 1.07 7.41

0.0Z 0.0€ 0.0Z (0.02) 0.0¢

2.0Z 2.62 1.87 1.05 7.5C

1,08¢ 1,42¢ 1,63¢ 1,64: 5,791

532 73¢ 73t 862 2,86¢

252 367 351 42€ 1,39€¢

1.34 1.98 1.8¢ 2.17 7.32

1.2 1.74 1.67 1.9¢ 6.6

. Includes charges (credits) to revenues for mankwoket accounting adjustments for the 2007 coppee protection program totaling $38 million ($23llion to net income or $0.10 per share) in thetfiquarter, $12
million ($80 million to net income or $0.18 per sipin the second quarter, $44 million ($26 millkmnet income or $0.06 per share) in the thirdgua$(37) million ($(23) million to net income 60.06 per share) in t
fourth quarter and $175 million ($106 million totriecome or $0.27 per share) for the y¢

. Includes the purchase accounting impact of theeases in the carrying values of acquired metalsnitories (including mill and leach stockpiles) grdperty, plant and equipment, and also includesrtpact associat

with the amortization of intangible assets andilités resulting from the acquisition of Phelps diy totaling $124 million ($79 million to net incenor $0.32 per share) in the first quarter, $458ioni ($284 million o

$0.64 per share) in the second quarter, $445 mi(%279 million to net income or $0.62 per sharejhie third quarter, $232 million ($143 million tet income or $0.35 per share) in the fourth quanel $1.3 billiol
($785 million to net income or $1.98 per share) the year associated with continuing operationsoAhcludes purchase accounting impact totalingrfion ($0.02 per share) in the third quarter asated witt

discontinued operation

o

million ($31 million to net income or $0.07 per sijgin the third quarter and $173 million ($132linit to net income or $0.33 per share) for the yA#so includes gains primarily from tt
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sales of marketable securities totaling $38 mil{®a3 million to net income or $0.05 per sharefhia second quarter, $47 million ($29 million to metome or $0.06 per share) in the third quarter $86 million ($52
million to net income or $0.13 per share) for tieary

e. Includes a loss on redemption of FCX’s Gold-Denated Preferred Stock, Series Il totaling $69 milli@37 million to net income or $0.17 per share}tia first quarter, a loss on redemption of FCXilve3-
Denominated Preferred Stock totaling $13 milliof (8illion to net income or $0.03 per share) infiied quarter and $82 million ($44 million to necbme or $0.20 per share) for the yt

f. Includes net gains from the disposition of land aerdain royalty rights owned by Atlantic Coppetaiting $9 million ($0.04 per share) in the secondrter, $21 million ($0.10 per share) in the thjrdarter and $30 millic
($0.13 per share) for the ye

g. Includes net losses on early extinguishment andearsion of debt totaling $29 million ($0.13 per san the third quarter and $30 million ($0.14 pbare) for the yea
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Item 9. Changes in and Disagreements with Accountés on Accounting and Financial Disclosure.

Not applicable

Item 9A. Controls and Procedures.

(a) Evaluation of disclosure controlsigmocedures Our chief executive officer and chief finanaidficer, with the participation of management, havaluated the effectiveness of our “disclosuretrods and

procedures” (as defined in Rules 13a-14(c) and 144d) under the Securities Exchange Act of 1934)fdke end of the period covered by this annuabreon Form 10-K. Based on their evaluation, thaye concluded that
our disclosure controls and procedures are effeétitimely alerting them to material informaticglating to FCX (including our consolidated subsiigis) required to be disclosed in our periodic Siiys.

(b) Changes in internal control§here has been no change in our internal contret financial reporting that occurred during toerth quarter that has materially affected, aremsonably likely to materially affect our
internal control over financial reporting.

(c) Management'’s annual report on intecoatrol over financial reporting and the repdrerteon of Ernst & Young LLP are included herein.
Item 9B. Other Information.
Not applicable
PART Il
Item 10. Directors, Executive Officers and Corporée Governance.
The information set forth under the captions “Imhation About Director Nominees” and “Section 16B&neficial Ownership Reporting Compliance” of oefiditive Proxy Statement to be filed with the SE€lating to our
2008 Annual Meeting, is incorporated herein by mafiee. The information required by Item 10 regagdbur executive officers appears in a separatghyiened heading after Item 4 in Part | of thisorep
Iltem 11. Executive Compensation.

The information set forth under the captions “DicedcCompensation” and “Executive Officer Compenmaltiof our definitive Proxy Statement to be fileitvthe SEC, relating to our 2008 Annual Meetirgginicorporated
herein by reference.

Item 12. Security Ownership of Certain BeneficialDwners and Management and Related Stockholder Matts.
Equity Compensation Plan Information as of DecembeB1, 2007

The information set forth under the captions “St@knership of Directors and Executive Officers” d8tock Ownership of Certain Beneficial Owners afr definitive Proxy Statement to be filed with tBEC, relating to
our 2008 Annual Meeting, is incorporated hereirréfgrence.
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The following table presents information as of Deber 31, 2007, regarding our incentive compensatians under which common stock may be issued fa@mes and non-employees as compensation.

Number of Securities to be Issued upon Exer Weighted-Average Exercise Price of

Number of Securities Remaining Available for Future
Issuance under Equity Compensation Plans (Excluding
Securities Reflected in

of Outstanding Options, Warrants and Rights Outstanding Options, Warrants and Ri¢ Column (a))
Plan Categor (a) (b) (c)
Equity compensation plans approved by security érs 11,556,171(1 $58.17 31,763,940(2
Equity compensation plans not approved by security
holders — — —
Total 11,556,171(1 $58.17 31,763,940(2

(1) The number of securities to be issued upon theceseeof outstanding options, warrants and rightiuiles shares issuable upon (a) the vesting oB784restricted stock units, and (b) the terminationeferrals with

respect to 11,500 restricted stock units that wested as of December 31, 2007. These awardoareffected in column (b) as they do not haveerd@se price

(2) As of December 31, 2007, there were 31,338,37%sh@maining available for future issuance under”006 Stock Incentive Plan, (a) all of which cooédissued under the terms of the plan upon theeiseeof stock
options or stock appreciation rights, and (b) dly000,000 of which could be issued under the texirise plan in the form of restricted stock ortfet stock-based awards,” which awards are valuechisie or in part on
the value of the shares of common stock. There88(723 shares remaining available for futureassa under the 2003 Stock Incentive Plan, all dtlwbould be issued under the terms of the planfah the exercise
of stock options or stock appreciation rights,lrig the form of restricted stock or “other stdeksed awards.” In addition, there were 5,693 shamaining available for future issuance underl®@9 Stock Incentive
Plan, all of which could be issued (a) upon ther@ge of stock options or stock appreciation rigbts(b) in the form of restricted stock or “otheock-based awards.” Finally, there were 330, #8es remaining
available for future issuance under the 2004 Dire€ompensation Plan, which shares are issuableruhd terms of the plan (a) only to eligible dioes, and (b) upon the exercise of stock optioris tine form of
common stock and restricted stock units, as spediyi set forth in the plar

Item 13. Certain Relationships and Related Transamns, and Director Independence.

The information set forth under the caption “Certaransactions” of our definitive Proxy Statemembe filed with the SEC, relating to our 2008 AninMaeting, is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services.

The information set forth under the caption “Indegent Auditors” of our definitive Proxy Statemeatie filed with the SEC, relating to our 2008 AninMaeting, is incorporated herein by reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules.
(@)(1). Financial Statements.
Not applicable
(@)(2). Financial Statemeoch&lules.
Reference is made to the Index to Financial Statésreppearing on page F-1 hereof.
@)(@3). Exhibits.

Reference is made to the Exhibit Index beginninpage E-1 hereof.

188




Table of Contents
SIGNATURES
Pursuant to the requirements of Section 13 of #mifities Exchange Act of 1934, the registrantdhay caused this report to be signed on its bdhathe undersigned, thereunto duly authorized, ebriary 29, 2008.

Freeport-McMoRan Copper & Gold Inc.

By: /sl Richard C. Adkerson
Richard C. Adkerson
President, Chief Executive Officer
and Director

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed eydliowing persons on behalf of the registranthia capacities indicated on February 29, 2008.

* Chairman of the Boar

James R. Moffet

*

B. M. Rankin, Jr

Vice Chairman of the Boai

/s/ Richard C. Adkerso

President, Chief Executive Officer and Direc

Richard C. Adkerso

/s/ Kathleen L. Quirl

(Principal Executive Officer

Executive Vice President, Chief Financial Officedalreasure

Kathleen L. Quirk

*

(Principal Financial Officer

Vice President and Controll- Financial Reportin

C. Donald Whitmire, Jt

*

(Principal Accounting Officer

Director

Robert J. Allison, Ji

*

Director

Robert A. Day

*

Director

Gerald J. Fort

*

Director

H. Devon Graham, J

*

Director

J. Bennett Johnstc
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*

Director

Charles C. Krulal

*

Director

Bobby Lee Lacke!

*

Director

Jon C. Madonn

*

Director

Dustan E. McCo!

*

Director

Gabrielle K. McDonalc

*

Director

J. Stapleton Ro

*

Director

Stephen H. Siege

*

Director

J. Taylor Whartor

By: /s/ Richard C. Adkerson

Richard C. Adkerso
Attorney-in-Fact
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FREEPORT-McMoRan COPPER & GOLD INC.
INDEX TO FINANCIAL STATEMENTS

Our financial statements and the notes theretottadeport of Ernst & Young LLP included in our®0Annual Report are incorporated herein by refezen

Page
Report of Independent Registered Public Accounfimm F-1
Schedule -Valuation and Qualifying Accoun F-2

Schedules other than the one listed above havedregted since they are either not required, npliegble or the required information is includedtie financial statements or notes thereto.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF
FREEPORT-McMoRan COPPER & GOLD INC.

We have audited the consolidated financial statésneinFreeport-McMoRan Copper & Gold Inc. (the Camy) as of December 31, 2007 and 2006 and for efttte three years in the period ended Decembe2@®17, and
have issued our report thereon dated February@B.20ur audits also included the schedule listeHe index above for this Form 10-K. The schedisited in the index above is the responsibilitthe Company’s
management. Our responsibility is to express amiapbased on our audits.

In our opinion, the schedule referred to above,mtensidered in relation to the basic consolidéirehcial statements taken as a whole, presenty faiall material respects the information satlictherein.

Is/Ernst & Young LLP

Phoenix, Arizona
February 29, 2008
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FREEPOR’-McMoRan COPPER & GOLD INC
SCHEDULE II- VALUATION AND QUALIFYING ACCOUNTS

Col. A Col. B Col. C Col. D Col. E
Additions
Balance at Other
Beginning of Charged to Costs and Charged to Other Add

Period Expense Accounts (Deduct) Balance at End of Peric

Reserves and allowances deduct¢
from asset accounts
Materials and supplies allowances
2007 16 7 - ? 1€
2006 17 6 - n? 1€
2005 17 6 - ®*? 17
Valuation allowance for
deferred tax assets

2007 92t 332 - (92 1,16%
2006 802 12z - - 92t
2005 65¢ 144 - - 80z
Reserves for norincome taxes:
2007 22 4 11 ©) 34
2006 19 7 - @° 22
2005 19 4 5 @° 1¢

a. Primarily represents wri-offs of obsolete materials and supplies invento

b. Represents amounts paid or adjustments to reskasesl on revised estimat
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Exhibit
Number

21

3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

FREEPORT-McMoRan COPPER & GOLD INC.
EXHIBIT INDEX

Description

Agreement and Plan of Merger dated as of Noverh®e2006, by and among Freeport-McMoRan Copperofd@c. (FCX), Phelps Dodge Corporation and Panftegjuisition Corporation. Incorporated
by reference to Exhibit 2.1 to the Preliminary dénoxy Statement/Prospectus included in the Regish Statement on Form S-4 (File No. 333-139Z8&) December 11, 2006, as amended on January
18, 2007 and February 12, 20t

Amended and Restated Certificate of IncorporatibR@X. Incorporated by reference to Exhibit 3.%he Current Report on Forn-K of FCX dated March 19, 200
Amended and Restated -Laws of FCX, as amended through May 1, 2007. Ineated by reference to Exhibit 3.3 to the Curregp&t on Form -K of FCX dated May 1, 200°

Certificate of Designations of 5%2% Convertible Reual Preferred Stock of FCX. Incorporated by refiee to Exhibit 4.1 to the Current Report on Fo-K of FCX dated March 30, 2004 and filed Mai
31, 2004.

Credit Agreement dated as of March 19, 2007,rzya@mong FCX, the lenders party thereto, the igshanks party thereto, JPMorgan Chase Bank, N.Adasnistrative agent and collateral agent, and
Merrill Lynch, Pierce, Fenner & Smith Incorporated, syndication agent. Incorporated by referenéextobit 10.1 to the Current Report on For-K of FCX dated March 19, 200

Amendment Agreement dated as of July 3, 2007 nding the Senior Secured Credit Agreement dated ®arch 19, 2007, among Freeport-McMoRan Coppé&d@d Inc., the Lenders party thereto, the
Issuing Banks party thereto, and JPMorgan Chasé&,BaA., as Administrative Agent and as Collatekgent, and Merrill Lynch, Pierce, Fenner & Smitltémporated, as Syndication Agent. Incorporated
by reference to Exhibit 10.1 to the Current Reporform K of FCX dated July 10, 200

Amended and Restated Credit Agreement dated Bsuath 19, 2007, by and among FCX, PT Freeportriedi®, the lenders party thereto, the issuing bpaky thereto, JPMorgan Chase Bank, N.A. as
administrative agent, collateral agent, securigragnd JAA security agent, U.S. Bank National Agstion, as Fl trustee, and Merrill Lynch, PierEenner & Smith Incorporated, as syndication agent.
Incorporated by reference to Exhibit 10.2 to ther€ut Report on Form-K of FCX dated March 19, 200

Amendment Agreement dated as of July 3, 2007, amgride Amended and Restated Senior Secured Gkxgdéiement dated as of March 19, 2007, which amendedestated the Amended and Rest

Credit Agreement, dated as of July 25, 2006, whitlended and restated the Amended and Restated Sgeedement, dated as of September 30, 2003, vdriénded and restated the Amended and
Restated Credit Agreement, dated as of Octobe2d®1, which amended and restated both the Crediekgent, originally dated as of October 27, 1989a@nended and restated as of June 1, 1993 and the
Credit Agreement, originally dated as of June 3®5L among Freeport-McMoRan Copper & Gold Inc.,F/P@eport Indonesia, U.S. Bank National Associatamirustee for the Lenders and certain other
lenders under the FI Trust Agreement, the Lendarty phereto, the Issuing Banks party thereto, Hdorgan Chase Bank, N.A., as Administrative Ag8eturity Agent, JAA Security Agent and

Collateral Agent, and Merrill Lynch, Pierce, FengeBSmith Incorporated, as Syndication Agent. Impmyated by reference to Exhibit 10.2 to the Curfeport on Form-K of FCX dated July 10, 200

RightsAgreement dated as of May 3, 2000, between FCXCGiraseMellon Shareholder Services, L.L.C., as Riglgent. Incorporated by reference to Exhibit 4 @6he Quarterly Report on Form-Q of
FCX for the quarter ended March 31, 20
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Exhibit
Number
4.7

4.8

4.9

4.10

10.1

10.2

10.3

10.4

105

10.6

FREEPORT-McMoRan COPPER & GOLD INC.
EXHIBIT INDEX

Description

Amendment No. 1 to Rights Agreement dated as ofifeek 26, 2002, between FCX and Mellon InvestorviBes. Incorporated by reference to Exhibit 4.1énh® Quarterly Report on Form-Q of FCX foi
the quarter ended March 31, 20

Indenture dated as of March 19, 2007, from FCXhe Bank of New York, as Trustee, with respedh®8.25% Senior Notes due 2015, 8.375% Seniord\tiie 2017, and the Senior Floating Rate Notes
due 2015. Incorporated by reference to Exhibittd.the Current Report on Forr-K of FCX dated March 19, 200

Certificate of Designations of 6%% Mandatory Cotibée Preferred Stock of FCX. Incorporated by refere to Exhibit 4.1 to the Current Report on Fo-K of FCX dated March 22, 200

Indenture dated as of February 11, 2003, from E€CXhe Bank of New York, as Trustee, with resggedhe 7% Convertible Senior Notes due 2011. Ineated by reference to Exhibit 4.1 to the Current
Report on Form -K of FCX dated February 11, 20C

Note: Certain instruments with respect to lon-term debt of FCX have not been filed as exhibits tthis Quarterly Report on Form 1C-K since the total amount of securities authorized mder any
such instrument does not exceed 10 percent of thetal assets of FCX and its subsidiaries on a constated basis. FCX agrees to furnish a copy of eacluch instrument upon request of the
Securities and Exchange Commission.

Contract of Work dated December 30, 1991, betvikerGovernment of the Republic of Indonesia and-Reeport Indonesia. Incorporated by referencextutiit 10.1 to the FCX November 5, 2001 Form
S3.

Contract of Work dated August 15, 1994, betwéenGovernment of the Republic of Indonesia andrigTHastern Minerals Corporation. Incorporated éfgrence to Exhibit 10.2 to the FCX November 5,
2001 Form -3.

Participation Agreement dated as of October 1161B8tween PT Freeport Indonesia and P.T.-CRA Indonesia with respect to a certain contrastofk. Incorporated by reference to Exhibit 10.4hte
FCX November 5, 2001 Forn-3.

Agreement dated as of October 11, 1996, to AnaentiRestate Trust Agreement among PT Freeport gsi@nFCX, the RTZ Corporation PLC, P.T. RTZ-CRAMdnesia, RTZ Indonesian Finance Limited
and First Trust of New York, National Associati@md The Chase Manhattan Bank, as AdministrativenBg&\A Security Agent and Security Agent. Incogeed by reference to Exhibit 10.3 to the Cur
Report on Form -K of FCX dated November 13, 1996 and filed Novembigr1996

Concentrate Purchase and Sales Agreement datetieff®ecember 11, 1996, between PT Freeport Irelarend PT Smelting. Incorporated by referencextulit 10.3 to the FCX November 5, 20
Form &-3.

Second Amended and Restated Joint Venture anelSflders’ Agreement dated as of December 11, 1®86ng Mitsubishi Materials Corporation, Nippon kig and Metals Company, Limited and PT
Freeport Indonesia. Incorporated by reference tuiltitx10.5 to the FCX November 5, 2001 For-3.
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Exhibit
Number

10.7

10.8

10.9

10.10

10.11

10.12

10.13

FREEPORT-McMoRan COPPER & GOLD INC.
EXHIBIT INDEX

Description

Participation Agreement, dated as of March 16, 2@@%ng Phelps Dodge Corporation, Cyprus Amax Milse€ompany, a Delaware corporation, Cyprus Metaimipany, a Delaware corporation, Cyp
Climax Metals Company, a Delaware corporation, $omé Corporation, a Japanese corporation, Sumroit&IManagement, B.V., a Dutch corporation, Sumédvtetal Mining Co., Ltd., a Japanese
corporation, Compafia de Minas Buenaventura S.Aaferuvian sociedad anonima abierta, and Sociista Cerro Verde S.A.A., a Peruvian sociedad anarabierta. Incorporated by reference to
Exhibit 10.1 to the Current Report on For-K of Phelps Dodge Corporation dated March 16, 2!

Guarantee, dated as of March 16, 2005, amon@®eldge Corporation, Sumitomo Corporation, a Japarorporation, and Sumitomo Metal Mining Co., L&dJapanese corporation incorporated by
reference to Exhibit 10.2 to the Current ReporFormm ¢-K of Phelps Dodge Corporation dated March 16, 2!

Shareholders Agreement, dated as of June 1, 26@8ng Phelps Dodge Corporation, Cyprus Climax MeéEampany, a Delaware corporation, Sumitomo Cafimn, a Japanese corporation, Sumitomo
Metal Mining Co., Ltd., a Japanese corporation, BiinGlobal Management B.V., a Dutch corporation,I@erro Verde Netherlands, B.V., a Dutch corpomatiGompafiia de Minas Buenaventura S.A
a Peruvian sociedad anonima abierta, and SociedaerdICerro Verde S.A.A., a Peruvian sociedad anardbierta. Incorporated by reference to Exhiif o the Current Report on Form 8-K of Phelps
Dodge Corporation dated June 1, 2C

Master Participation Agreement, dated as of Sepéer@8, 2005, among Sociedad Minera Cerro VerdeAS,Aapan Bank for International Cooperation, Somi» Mitsui Banking Corporation, The Bank
Tokyo-Mitsubishi, Ltd., Kfw, Calyon New York Brancfihe Royal Bank of Scotland plc, The Bank of N@etia, Mizuho Corporation Bank, Ltd. and CalyonaN¥ork Branch, as administrative

agent. Incorporated by reference to Exhibit 16.the Quarterly Report on Form 10-Q of Phelps Daodgeporation for the quarter ended September 305 Zthe PD 2005 Third Quarter Form 10-Q). First
Amendment to Master Participation Agreement, datedf December 16, 2005. Incorporated by refereméxhibit 10.22 to the Annual Report on Form 1@#Phelps Dodge Corporation for the fiscal
year ended December 31, 2005 (the PD 2005 Fo-K).

Completion Guarantee, dated as of September0®&, 2among Sumitomo Metal Mining Co., Ltd., Sumitb@orporation, Compafia de Minas Buenaventura S,ARAelps Dodge Corporation, Japan Bank
for International Cooperation, Sumitomo Mitsui BarkCorporation, The Bank of Tokyo-Mitsubishi, Lt&kfw, Calyon New York Branch, The Royal Bank ofdland plc, The Bank of Nova Scotia,
Mizuho Corporate Bank, Ltd. and Calyon New York iith, as administrative agent. Incorporated byresiee to Exhibit 10.2 to the PD 2005 Third QuafRerm 1(-Q.

Master Security Agreement, dated as of Septe®®e2005, among Sociedad Minera Cerro Verde S.Al#pan Bank for International Cooperation, Sumitditsui Banking Corporation, The Bank of
Tokyo-Mitsubishi, Ltd., Kfw, Calyon New York Brancfihe Royal Bank of Scotland plc, The Bank of N@etia, Mizuho Corporate Bank, Ltd., Calyon New K &ranch, as administrative agent, and
Citibank, N.A. and Citibank del Peru S.A. Incoratd by reference to Exhibit 10.3 to the PD 200BdiQuarter Form 1-Q.

Transfer Restrictions Agreement, dated as ofeeper 30, 2005, among SMM Cerro Verde NetherlaBdsé, Compariia de Minas Buenaventura S.A.A., Cyjislimiax Metals Company, Sumitomo Metal
Mining Co., Ltd., Sumitomo Corporation, Phelps Dedgorporation, Japan Bank for International Coofp@naSumitomo Mitsui Banking Corporation, The BawfkTokyo-Mitsubishi, Ltd., Kfw, Calyon
New York Branch, The Royal Bank of Scotland plceTBank of Nova Scotia, Mizuho Corporate Bank, Léhd Calyon New York Branch, as administrative agémcorporated by reference to Exhibit 1
to the PD 2005 Third Quarter Form-Q.
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FREEPORT-McMoRan COPPER & GOLD INC.
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Description
JBIC Loan Agreement, dated as of September 30,,2086ng Sociedad Minera Cerro Verde S.A.A., JapankBor International Cooperation, and SumitomosMitBanking Corporation, as JB
Agent. Incorporated by reference to Exhibit 1@%he PD 2005 Third Quarter Form 10-Q. First Anmeedt to JBIC Loan Agreement, dated as of Decem®e2d05. Incorporated by reference to Exhibit
10.26 to the PD 2005 Form -K.
KfW Loan Agreement, dated as of September 30, 2086yeen Sociedad Minera Cerro Verde S.A.A. and Kitorporated by reference to Exhibit 10.6 to 22005 Third Quarter Form -Q.

Loan Agreement, dated as of September 30, 2008ng Sociedad Minera Cerro Verde S.A.A., Calyon Newk Branch (as administrative agent), Calyon Néwk Branch, Mizuho Corporate Bank, Ltd.,
The Bank of Nova Scotia, and The Royal Bank of Beoatplc. Incorporated by reference to Exhibit71t@ the PD 2005 Third Quarter Form-Q.

Parent Company Guarantee, dated as of Septer@b2035, between Phelps Dodge Corporation and 8adidinera Cerro Verde S.A.A. (this guarantee ithwespect to the Operator's Agreement, dated
June 1, 2005, between Sociedad Minera Cerro Vel Sand Minera Phelps Dodge del Peru S.A.C.xolporated by reference to Exhibit 10.8 to the PD32Third Quarter Form -Q.

Master Agreement and Plan of Merger between ColamBhemicals Company, Columbian Chemicals AcquoisitiiC and Columbian Chemicals Merger Sub, Inctedd&ovember 15, 2005. Incorpora
by reference to Exhibit 10.31 to the PD 2005 Fof-K.

Phelps Dodge Corporation Retiree Medical Plan WelBenefit Trust Agreement between Phelps Dodg@@&ation and The Northern Trust Company, dated Béees 15, 2005. Incorporated by refere
to Exhibit 10.33 to the PD 2005 Form-K.

Reclamation and Remediation Trust Agreement betvihelps Dodge Corporation and Wells Fargo Delawaust Company, dated December 22, 2005. Incatpdiby reference to Exhibit 10.34 to the
PD 2005 Form 1-K.

Executive Compensation Plans and Arrangements (Exbits 10.21 through 10.73
FCX Performance Incentive Awards Program as ameetfedtive December 4, 200
FCX Presider's Award Program. Incorporated by reference to Bkhib.7 to the FCX November 5, 2001 Fori-3.

FCX 1995 Stock Option Plan, as amended and esstaicorporated by reference to Exhibit 10.2G@ Quarterly Report on Form 10-Q of FCX for thertgraended March 31, 2007 (the FCX 2007 First
Quarter Form 1-Q).

FCX Amended and Restated 1999 Stock Incentive Rkramended and restated. Incorporated by refeterieehibit 10.24 to the FCX 2007 First Quarter fdk(-Q.

FCX 1999 Long-Term Performance Incentive Planotporated by reference to Exhibit 10.19 to the dairReport of FCX on Form 10-K for the fiscal yemded December 31, 1999 (the FCX 1999 Form
10-K).

FCX Stock Appreciation Rights Plan dated May 2,@06corporated by reference to Exhibit 10.20 ® Quarterly Report on Form -Q of FCX for the quarter ended June 30, 2001 (tb¥ E0O01 Secon
Quarter Form 1-Q).
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FCX 2003 Stock Incentive Plan, as amended andteestimcorporated by reference to Exhibit 10.3¢h®FCX First Quarter 2007 Form-Q.
FCX 1995 Stock Option Plan for N-Employee Directors, as amended and restated. laatgel by reference to Exhibit 10.34 to the FCX7280st Quarter Form -Q.
FCX 2004 Director Compensation Plan, as amendedestdted. Incorporated by reference to Exhibi83@o the FCX 2007 First Quarter Form-Q.

Form of Amendment No. 1 to Notice of Grant of laalified Stock Options and Stock Appreciation Réghinder the 2004 Director Compensation Plan. pmated by reference to Exhibit 10.4 to the
Current Report on Form-K of FCX dated May 2, 200t

FCX Amended and Restated 2006 Stock Incentive Riaonrporated by reference to Exhibit 10.1 to theré€nt Report on Form-K of FCX dated July 10, 200

Form of Notice of Grant of Nonqualified Stock Optiofor grants under the FCX 1999 Stock IncentianPthe 2003 Stock Incentive Plan and the 2006kStaxentive Plan

Form of Restricted Stock Unit Agreement for gramisler the FCX 1999 Stock Incentive Plan, the 2008SIncentive Plan and the 2006 Stock IncentianF

Form of Performanc-Based Restricted Stock Unit Agreement for granttenthe FCX 1999 Stock Incentive Plan, the 2008IStocentive Plan and the 2006 Stock Incentive F

Form of Restricted Stock Unit Agreement (formdigeconnection with participant elections) for giaunder the FCX 1999 Stock Incentive Plan, th&82Btock Incentive Plan and the 2006 Stock Incentiv
Plan.

Form of Performance-Based Restricted Stock Ugite&ment (form used in connection with participalettions) for grants under the FCX 1999 Stock mtige Plan, the 2003 Stock Incentive Plan and the
2006 Stock Incentive Pla

FCX Director Compensation. Incorporated by refeeetacExhibit 10.25 to the Annual Report on Forn-K of FCX for the fiscal year ended December 31,2@8e FCX 2004 Form -K).

FCX Supplemental Executive Retirement Plan, as dedand restated. Incorporated by reference tobiixt0.1 to the Current Report on For-K of FCX dated January 30, 20(

FCX 2005 Annual Incentive Plan. Incorporated byrefice to Exhibit 10.1 to the Current Report om#€-K of FCX dated May 5, 200!

FCX Executive Services Program. Incorporated bgrezfce to Exhibit 10.5 to the Current Report om#g&-K of FCX dated May 2, 200¢

FM Services Company Performance Incentive Awardgam as amended effective February 2, 1999. lmcated by reference to Exhibit 10.19 to the FCX888rm 1(-K.

Consulting Agreement dated as of December 228,188h Kissinger Associates, Inc. (Kissinger Asates). Incorporated by reference to Exhibit 1a®fihe Annual Report on Form 10-K of FCX for the

fiscal year ended December 31, 1997 (the FCX 128mhA.(-K).
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10.43 Letter Agreement dated May 1, 1989, with Kent Asat®s, Inc. (Kent Associates, predecessor in istameKissinger Associates). Incorporated by refeesto Exhibit 10.22 to the FCX 1997 Form-K.
10.44 Letter Agreement dated January 27, 1997, amosgider Associates, Kent Associates, FCX, FregdoNtoRan Inc., and FM Services Company (FMS). Incoaped by reference to Exhibit 10.26 to the
Annual Report on Form -K of FCX for the fiscal year ended December 31,2(@fe FCX 2001 Form -K).
10.45 Supplemental Consulting Agreement with Kissingssociates and Kent Associates, effective as afaignl, 2008. Incorporated by reference to ExHibi#9 to the Quarterly Report on Form QGef FCX
for the quarter ended September 31, 2007 (the R@X Third Quarter Form -Q).
10.46 égree;r:eKm for Consulting Services between FTXRnHI. Rankin, Jr. effective as of January 1, 18&signed to FMS as of January 1, 1996). Incorpdrhy reference to Exhibit 10.24 to the FCX 1997
orm 1(-K.
10.47 Supplemental Agreement between FMS and B. M. Radkirdated December 15, 1997. Incorporated byeeée to Exhibit 10.25 to the FCX 1997 Forn-K.
10.48 Supplemental Letter Agreement between FMS and BRa&hkin, Jr., effective as of January 1, 2C
10.49 Letter Agreement effective as of January 7, 198fyben Senator J. Bennett Johnston, Jr. and FMStdarated by reference to Exhibit 10.31 to the FXDR1 Form 1-K.
10.50 JSuppl:;e(;m;r(l)tgrl Letter Agreement dated July 14, 2b88veen J. Bennett Johnston, Jr. and FMS. Incatpd by reference to Exhibit 10.28 to the QuaytBport on Form 10-Q of FCX for the quarter ended
une N <
10.51 Supplemental Letter Agreement between FMS and dn&e Johnston, Jr., dated January 18, 2005. Iocatgd by reference to Exhibit 10.40 to the FCX£260rm 1(-K.
10.52 Supplemental Consulting Agreement between FMS aBeé@dnett Johnston, Jr., effective as of Janua@0@8. Incorporated by reference to Exhibit 1adéhe FCX 2007 Third Quarter Form-Q.
10.53 Letter Agreement dated November 1, 1999, betweeB BN Gabrielle K. McDonald. Incorporated by refieesto Exhibit 10.33 to the FCX 1999 Forn-K.
10.54 Supplemental Letter Agreement, between FMS andi€&bK. McDonald, effective as of January 1, 2008corporated by reference to Exhibit 10.58 tof@X 2007 Third Quarter Form -Q.
10.55 Executive Employment Agreement dated April 30, 20fstween FCX and James R. Moffett. Incorporatecetigrence to Exhibit 10.35 to the FCX 2001 SecQndrter Form 1-Q.
10.56 Agreement for Consulting Services between FMS and DT aylor Wharton effective as of January 110&!
10.57 Executive Employment Agreement effective January22®8, between FCX and Richard C. Adker:
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Change of Control Agreement dated April 30, 20Gtween FCX and James R. Moffett. Incorporated Breace to Exhibit 10.37 to the FCX 2001 Secondr@udorm 1+-Q.

First Amendment to Executive Employment Agreendaied December 10, 2003, between FCX and JamdsfRett. Incorporated by reference to Exhibit 10t8&he Annual Report on Form ¥0ef FCX
for the fiscal year ended December 31, 2003 (th¥ E@03 Form 1-K).

First Amendment to Change of Control Agreementdi@ecember 10, 2003, between FCX and James R. Wldffeorporated by reference to Exhibit 10.38he FCX 2003 Form K.
Change of Control Agreement dated February 3, 206#yeen FCX and Michael J. Arnold. Incorporatedéference to Exhibit 10.40 to the FCX 2003 Forr-K.
Executive Employment Agreement effective January?®®8, between FCX and Kathleen L. Qu

Phelps Dodge 2003 Stock Option and Restrictedk3®tan, as amended. Incorporated by referenBahébit 10.1 to the Registration Statement on F8A8 (File No. 333-141358) of FCX filed March 16,
2007 (the FCX March 16, 2007 Forr-8).

Phelps Dodge 1998 Stock Option and Restricted Sitek, as amended. Incorporated by reference hibEx0.2 to the FCX March 16, 2007 Forr-8.

Phelps Dodge Corporation 2006 Executive Perfooadncentive Plan. Incorporated by reference tpekglix A of Phelps Dodge Corporatigr2005 definitive Proxy Statement on Schedule Zi%al April
15, 2005.

Letter of employment by and between Freeport-MB¥éo Copper & Gold Inc. and Timothy R. Snider dagdil 4, 2007. Incorporated by reference to Exhikit73 to the FCX 2007 First Quarter Form 10-
Q.

Form of Change of Control Agreement (amended astied effective January 1, 2005), adopted by RHagzige Corporation for agreements entered intwdsst Phelps Dodge Corporation and other ¢
executive officers and other members of its semianagement team. Incorporated by reference tabiExt0.1 to Amendment No. 1 to the Annual ReporfFonm 10-K of Phelps Dodge Corporation for the

fiscal year ended December 31, 2006 (AmendmentiNo.the PD 2006 Form -K).

Form of Severance Agreement (as amended ande@sHective January 1, 2005) adopted by PhelmigBcCorporation and entered into between Phelpg®@brporation and certain of its
executives. Incorporated by reference to ExhiBi2lof Amendment No. 1 to the PD 2006 Forr-K.

Form of Amendment to the ELIP Split Dollar Life lmance Agreement (Endorsement Method) adopted bip®IDodge Corporation and entered into by and éetvPhelps Dodge and certain of
executives. Incorporated by reference to Exhibi7@Qo the FCX 2007 First Quarter Form-Q.

The Phelps Dodge Corporation Supplemental Reéirgrlan, amended and restated effective Janu@§0b, and adopted on March 16, 2007. Incorporayegference to Exhibit 10.77 to the FCX 2007
First Quarter Form 1-Q.

The Phelps Dodge Corporation Supplemental Savitegs Bmended and restated effective January 1, 20@badopted on March 16, 2007. Incorporated fgreace to Exhibit 10.78 to the FCX 2007 F
Quarter Form 1-Q.
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10.72 First Amendment to the Phelps Dodge Corporatiorpfupental Savings Plan, dated March 16, 2007. parated by reference to Exhibit 10.79 to the FCR28irst Quarter Form -Q.
10.73 Second Amendment to the Phelps Dodge Corporatippl8mental Savings Plan, dated as of March 16, 20@drporated by reference to Exhibit 10.80 tof@X 2007 First Quarter Form -Q.
12.1 FCX Computation of Ratio of Earnings to Fixed Ches
14.1 FCX Principles of Business Condu
211 Subsidiaries of FCX
23.1 Consent of Ernst & Young LLF
23.2 Consent of Independent Mining Consultants,
233 Consent of Pincock, Allen & Hol
234 Consent of Chlumsky, Armburst & Meyer, LL
24.1 Certified resolution of the Board of Directors d@X authorizing this report to be signed on beh&Hmy officer or director pursuant to a Power ofoitey.
24.2 Powers of Attorney pursuant to which this repog baen signed on behalf of certain officers anelatiars of FCX
311 Certification of Principal Executive Officer pursuao Rule 13-14(a)/150- 14(a).
31.2 Certification of Principal Financial Officer pursuato Rule 13-14(a)/15d- 14(a).
32.1 Certification of Principal Executive Officer pursuao 18 U.S.C. Section 13£
32.2 Certification of Principal Financial Officer pursuato 18 U.S.C Section 135
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Exhibit 10.21

FREEPORT-McMoRan COPPER & GOLD INC.
PERFORMANCE INCENTIVE AWARDS PROGRAM

1. Purpose. The purpose of the Performance Incentive Awardgiam (the “Plan”) of Freeport-McMoRan Copper &l&inc. (the “Company”) is to provide greater intieas for certain key
management, professional and technical employeesevperformance in fulfilling the responsibilitiestheir positions can significantly affect the fmemance of the Company or its operating units. Pen provides an
opportunity to earn, as additional compensatiocemtive payments in the form of cash and, uporagetonditions set forth hereinbelow, shares ditsdo receive shares of stock of the Company basdbe employee’s
individual performance and on the results achidwethe Company and by the operating or staff wnitdhich the employee performs services.

2. Administration. Except to the extent powers are reserved heoeimet Corporate Personnel Committee of the ComaBgard of Directors (the “Committee”), the Plamlébe administered by the
Chairman of the Board or President of the Compahg shall have full authority to interpret the Pkard from time to time adopt rules and regulatiarschrrying out the Plan. The Committee may prewddections to the
Chairman of the Board or President, either as diniele or in particular cases.

3. Eligibility for Participation. Each year the Chairman of the Board or Presisleait select the key managerial, professional dirtizal employees of the Company or of any ofttssidiaries who
shall be eligible for participation in the Plan hgr that year. The Chairman of the Board or Pegsighay in his discretion make such selection, liole or in part, on the basis of minimum salanelsyor position-point
levels.

The selection of an employee for eligibility in arficular year shall not constitute entitiemenheitto an incentive payment under the Plan foryhat or to selection for eligibility in any subseqt year. Selection of
employees for eligibility in a particular year witdinarily be made in January of that year, blgct®n of any employee or employees may be madeysubsequent time or times in such year.

No officer or employee shall receive any incenfrayment under the Plan for any year during whiathsafficer or employee was a participant in theeprat-McMoRan Copper & Gold Inc. 2005 Annual Indeat
Plan, or any successor plan.

4. Determination of Target IncentivesAt the time each employee is selected for eliigybin the Plan for a particular year, the Chaimaf the Board or President shall determine a targentive or a
target incentive range for the employee with resfethat year. Such incentive or range shallnoicative of the value of the incentive paymentaehhthe employee might expect to receive on thesh#Esitrong performance
by such employee, by the Company and by such eraplsyperating or staff unit, having regard to spetformance standards and objectives as may abklissied with respect to that year.




5. Incentive Payments.(a) After the end of each year the Chairmfthe Board or President shall evaluate, or camée evaluated, the performance of each emplogieeted for eligibility
under the Plan for that year, as well as the perémice of the Company and the employee’s operatistaéf unit. Based on such evaluation, the Chairrof the Board or President shall determine whiethéncentive
payment shall be made to such employee for thatama if so, the amount of such payment.

(b) Any such incentive payment shall beedmin a combination of cash and equity, includihgres of stock (including restricted stock) of @@npany or rights to receive shares of stock (iticly
restricted stock units) of the Company, as the @hean of the Board or President deems appropriatejged, however, the Chairman of the Board or ez may determine that a portion of the cashipof such incentive
payment shall be payable, at the election of thaient of such award, in an alternative form sedddy the Chairman of the Board or President.hSiernative form may consist of either sharesto€k (including restricted
stock) of the Company or rights to receive shafestazk (including restricted stock units) of therfipany, and the Chairman of the Board or Presislesit determine the number of such shares or rifjlatsare equivalent in
value to the portion of such incentive payment sabjo such payment election. The portion of snckntive payment subject to such payment electimil be, at the option of the Chairman of the BaarPresident, either a
fixed percentage selected by the Chairman of trer@®or President or a percentage selected by digient from a range of percentages determinechbyChairman of the Board or President. To thergxteat a portion of the
incentive payment is to be made in shares of mettistock or restricted stock units at the reaipgeelection, the Chairman of the Board or Presideay determine that the number of such shares tfates! stock or restricte
stock units subject to such election shall inclukean incentive premium, additional shares ofintstl stock or restricted stock units, respeciivedll shares of stock or rights to receive sharestock of the Company
authorized under this Section 5 shall be issue@uadd pursuant to the terms of a stock incentize adopted by the Company (the “SIP"), shall comsaich terms, conditions, and limitations as deieed by the Committee
pursuant to the SIP, and shall be subject to hémapplicable terms, conditions, and limitatiohshe SIP.

(c) The aggregate amount of all suchritige payments, the portions thereof that may hy@bpke in shares of stock or rights to receive shafestock, and the aggregate size of any suctettlacentive
premiums shall be submitted to the Committee ®ajiproval. Subject to such approval, each sugimeat (less applicable withholding and other taxebsill be made in the forms determined in accorelavith Section 5(b)
hereof at such time established by the ChairmaheoBoard or President or the Committee after sysgiroval, which shall in no event be later thanrkaty 28 of the year following the year for whidtetincentive payments
are made. An individual who has been awarded eeniive payment for a particular year need notrbpleyed by the Company or any of its subsidiarigheatime of payment thereof to be eligible toeige such payment.

(d) Notwithstanding any of the foregoiagthe contrary, if an individual selected for éigity under the Plan for a particular year shookhse to be employed by the Company and its sabisilfor
any reason prior to the end of such year, the @tairof the Board or President shall evaluate, nse#o be evaluated, the performance of such emelapd the employee’s operating or staff unitliergortion of such year
prior to such cessation of




employment. Based on such evaluation, the Chaiwh#ime Board or President shall determine whesineincentive payment under the Plan shall be madedh employee for that year and, if so, the arhotisuch
payment. The aggregate amount of all such incemtayments shall be submitted to the Committeé@dapproval. Subject to such approval, each pagiment (less applicable withholding and other sfshall be made at
such time established by the Chairman of the BoafRresident or the Committee after such appravisich may be made at any time during the year foictv such incentive payments are made but shalbiavent be later
than February 28 of the year following such year.

6.  Optional Deferral of Cash Payments.

(a) If, prior to the date established parsito Section 6(b) hereof by the Chairman of tbarl or President or the Committee for any yeamfoich incentive payments are made, an employee
selected for participation in the Plan shall saglim accordance with procedures established &yCtairman of the Board or President, all or any glaa cash incentive payment to such employek wispect to such year
shall be deferred and paid in one or more perigditallments, not in excess of ten, at such timeénoes before or after the date of such employ€eisnination of Employment (as hereinafter definéu, not later than ten
years after such date of Termination of Employmastshall be specified in such electi

(b) If permitted in accordance with Sectfi{a) above, an employee’s election to defer adiror part of a cash incentive payment shall be nradeiting prior to January 1 of the year for whic
the incentive is made (or, as to an employee whosedate is a day other than January 1 and whotishen a participant in any other account balagae of or agreement with the Company governe@bge §409A that
permits elective deferrals by the employee, anéefin Treasury Regulations §1.409A-1(c)(2)(i)(A)thin 30 days after the employee’s hire date @mly with respect to compensation paid for servicelse performed
subsequent to the election)). Such election $feaiirevocable until the succeeding January 1.éksjited by Treasury Regulations §1.409A-3(j)(4){van employee may cancel his deferral electioa tb an unforeseeable
emergency or a hardship distribution pursuant ga3ury Regulations §1.401(k)-1(d)(3).

(c) If and only if any cash incentive payrer portion thereof is so deferred for paymeterabecember 31 of the year following the yeanftiich the incentive payment is made, such cash
incentive payment or portion thereof, as the caag be, shall, commencing with January 1 of the yelfswing the year for which the incentive payménmade, be increased at a rate equal to the mamenercial lending
rate announced from time to time by JPMorgan CBas&, N.A. (compounded quarterly) or at such otée and in such manner as shall be determined irneto time by the Committee.

(d) If such employee’s Termination of Emyttent occurs for any reason other than early omabretirement under the retirement plan of the @any or a subsidiary, or retirement with the
consent of the Company outside the plan and itherdate of such Termination of Employment, theraain unpaid any installments of cash incentivenpayts which have been deferred as provided inSbédion 6, the
Committee or the Chairman of the Board or Presideay, in its or his discretion, direct the payminsuch employee of the aggregate amount of suphidrnstallments in a lump sum, notwithstandingtselection.




Subject to the terms of the Plan and applicable taevCommittee may delegate to one or more officerassistant officers of the Company its authat forth in the immediately preceding sentesoéject to such terms a
limitations as the Committee shall determine. Bdier purposes of this Section 6, the term “Teration of Employment” shall mean the cessation efréndering of services, whether or not as an eyeplao any and all of
the following entities: the Company; any subsidiafghe Company; McMoRan Exploration Co.; any sdlasy of McMoRan Exploration Co.; any corporatianather entity in which any two or more of the &fiorentioned

entities collectively possess, directly or inditgcequity interests representing at least 50%heftotal ordinary voting power or at least 50%tf total value of all classes of equity interestsuzh corporation or other entity;

and any law firm rendering services to any of iefoing entities provided such law firm considtatdeast two or more members or associates wihorwere officers of the Company, any subsididthe Company,
McMoRan Exploration Co., or any subsidiary of McMarRExploration Co.

7. General Provisions. The selection of an employee for participatiorthie Plan shall not give such employee any rigletoetained in the employ of the Company or anyscgubsidiaries, and the

right of the Company and of such subsidiary to @snor discharge any such employee is specificaBgrved. The benefits provided for employees utitePlan shall be in addition to, and in no wagchrde, other forms of
compensation to or in respect of such employee.

8. Amendment or TerminationThe Committee may from time to time amend omgttéme terminate the Plan.







Exhibit 10.32

FREEPORT-McMoRan COPPER & GOLD INC.

NOTICE OF GRANT OF
NONQUALIFIED STOCK OPTIONS
UNDER THE

STOCK INCENTIVE PLAN

1. (@  Pursuant to the FreepddlcMORanCopper & Gold Inc. Stock Incentive Plan (tA&n”), (the “Optionee”) isdt®r granted effective ,in
consideration of future services, Options to pusehfiom the Company, on the terms and condition®sih in this Notice and in the Plan, reBaof the Common Stock of the Company at a puechese of $
per share.
(b) Defined terms not otherwise defined in #eci1 of this Notice shall have the meanings sehfin Section 2 of the Plan.
(c) The Options granted hereunder are intetdednstitute nonqualified stock options and areimtended to constitute incentive stock optionthimi the meaning of Section 422 of the Internal
Revenue Code of 1986, as amended (the “Code”).
2. (@)  All Options granted hereunder sheifrtinate on , 20___, unless terminatdiéieas provided in Section 4 of this Notice.

(b) The Options granted hedmirshall become exercisable in installments devist

Date Exercisable Number of Shares

(c)  The Options granted hed®=imay be exercised with respect to all or any @fathe Shares comprising each installment aghéionee may elect at any time after such Opti@tome
exercisable until the termination date set fortis@ction 2(a) or Section 4, as the case may be.

(d) Notwithstanding the foregoing provisions bistSection 2, the Options granted hereunder ghailediately become exercisable in their entiretguath time as there shall be a Change in Contritleof
Company.

Upon each exercise of the Options grangrdunder, the Optionee shall give written notich®oCompany, which shall specify the number ofr&h#o be purchased and shall be accompanied by
payment |n full of the aggregate purchase priceetbie in accordance with procedures establisheth&®yCommittee. Such exercise shall be effectivenupceipt by the Company of such notice in goatépand payment.




4. (@) Except as set forth in this Sectipthé Options provided for in this Notice shall iradiately terminate on the date that the Optionesefor any reason to be an Eligible Individual.

(b) If the Optionee ceases to be an Eligible Individoalany reason other than death, Disability, Ratient or termination for Cause, any Option grah®under that is then exercisable <
remain exercisable in accordance with the ternhisfNotice within three months after the datewdtscessation, but in no event shall any such @ftmexercisable after the termination date speetifi Section 2(a).

(c) If the Omtiee ceases to be an Eligible Individual by reagdhe Optionees Disability or Retirement, any Option granted lexder that is exercisable on the date of such tiersas well a
any Option granted hereunder that would have be@mecisable within one year after the date of stedsation had the Optionee continued to be aibHEitndividual, shall remain exercisable in acarde with the terms of
this Notice within three years after the date aftsaessation, but in no event shall any such Offteaxercisable after the termination date spetificSection 2(a).

(d) (i) If the Optionee ceases to be an Eligible Indivicaga result of the Optioneetieath, any Option granted hereunder that is isedrle on the date of such death, as well as aripg
granted hereunder that would have become exereiseitiin one year after the date of such deaththadOptionee continued to be an Eligible Individwdilall remain exercisable by the OptiorseBesignated Beneficiary
accordance with the terms of this Notice until thied anniversary of the date of such death, buidrevent shall any such Option be exercisable #ftetermination date specified in Section 2(a).

(i) If the Optionee dies after having ceaselget@an Eligible Individual and any Option granteddunder is then exercisable in accordance witiptbreisions of this Section 4, such
Option will remain exercisable by the Optionee’sslgeated Beneficiary in accordance with the terfrthis Notice until the third anniversary of theteléghe Optionee ceased to be an Eligible Individoai in no event shall
any such Option be exercisable after the terminadite specified in Section 2(a)

(e If the Optionee ceasebdan Eligible Individual by reason of the Optiotseermination for Cause, any Option granted hereutitht is exercisable on the date of such cessaliall terminat:
immediately.

5. The Options granted hereunder are not transfetgbthe Optionee otherwise than by will or by thedaof descent and distribution or pursuant to aektiu relations order, as defined in the Code, sadl
be exercised during the lifetime of the Optionely dny the Optionee or by the Optionee’s duly appainlegal representative.

6. All notices hereunder shall be in writing aifdp the Company, shall be delivered personallyhe Secretary of the Company or mailed to itsgipal office, One North Central Avenue, Phoenix,
Arizona 85004, addressed to the attention of tleeeBary; and, if to the Optionee, shall be delidgpersonally, mailed or delivered via e-mail to @gtionee at the




address on file with the Company. Such addressgsbe changed at any time by notice from one pgartge other.

7. The terms of this Notice shall bind and inure te lttenefit of the Optionee, the Company and theessmrs and assigns of the Company and, to thetgrtrnided in the Plan and in this Notice, the
Designated Beneficiaries and the legal represeetatf the Optionee.

8. This Notice is subject to the provisions of therPI&he Plan may at any time be amended by thedBeacept that any such amendment of the Plawtbiald materially impair the rights of the Optionee
hereunder may not be made without the Optioneeiseat. The Committee may amend, modify or terreitiais Notice and any of the Options granted heteuat any time prior to exercise in any mannermainsistent
with the terms of the Plan, including, without ltation, to change the date or dates as of whicl®Oftéons granted hereunder become exercisablewitistanding the foregoing, no such amendment, fivadion or
termination may materially impair the rights of tBptionee hereunder without the Optionee’s consEmtept as set forth above, any applicable detetiuns, orders, resolutions or other actions efGommittee shall be
final, conclusive and binding on the Company arel@ptionee.

9. The Optionee is required to satisfy any obligationespect of withholding or other payroll taxesuking from the exercise of any Option grantecehieder, in accordance with procedures establisieleb
Committee, as a condition to receiving any cesiés for securities resulting from the exercisargf such Option.
10. Nothing in this Notice shall confer upon Optionew @ight to continue in the employ of the Compamyany of its Subsidiaries, or to interfere in angywwith the right of the Company or any of its
Subsidiaries to terminate Optionee’s employmerti@hship with the Company or any of its Subsidiarat any time.
11. As used in this Notice, the following terms shallvb the meanings set forth below.
(a) “Calishall mean any of the following: (i) the commissioy the Optionee of an illegal act (other thanficafiolations or misdemeanors punishable solelytly payment of a fine), (ii) tl

engagement of the Optionee in dishonest or unéthareduct, as determined by the Committee or isgiee, (iii) the commission by the Optionee of &myud, theft, embezzlement, or misappropriatiorfusfds, (iv) the
failure of the Optionee to carry out a directivehésf superior, employer or principal, or (v) the&ch of the Optionee of the terms of his engagement

(b) “ChangeGontrol” shall mean the earliest of the followingeats: (i) any person or any two or more persatimgas a group, and all affiliates of such persppersons, shall acquire
beneficial ownership of more than 20% of all clasaed series of the Company’s outstanding stoaldsive of stock held in the Company’s treasurppthe Company’s Subsidiaries), taken as a whbk,hias voting rights
with respect to the election of directors of therany (not including any series of preferred stotthe Company that has the right to elect directorly upon the failure of the Company to pay divids) pursuant to a




tender offer, exchange offer or series of purchasesher acquisitions, or any combination of thoa@sactions, or (ii) there shall be a chang&éndomposition of the Board at any time within tyears after any tender offer,
exchange offer, merger, consolidation, sale oftassecontested election, or any combination oféhtransactions (a “Transaction”), such that (&)plersons who were directors of the Company imnelgliaefore the first
such Transaction cease to constitute a majorith@board of directors of the corporation that istiereafter be in control of the companies thatewgarties to or otherwise involved in such Tratieacor (B) the number of
persons who shall thereafter be directors of secharation shall be fewer than two-thirds of thenier of directors of the Company immediately pt@msuch first Transaction.

©

(d) “Retireméshall mean early, normal or deferred retiremedrthe Optionee under a tax qualified retiremenhpléthe Company or any other cessation of theipimw of services to the
Company or a Subsidiary by the Optionee that isrbeeby the Committee to constitute a retirement.

“Disability” sHahean long-term disability, as defined in the Camy's long-term disability plan.

FREEPORIEMoRan COPPER & GOLD INC.

By:
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FREEPORT-McMoRan COPPER & GOLD INC.

RESTRICTED STOCK UNIT AGREEMENT

UNDERTHE __ STOCK INCENTIVE PLAN
AGREEMENT dated as of , 20__ (the “Gbmte”), between Freeport-McMoRan Copper & Gold.Jm Delaware corporation (the “Company”), and (the “Participant”).
1. (@ Pursuant to the Freeport-N&dn Copper & Gold Inc. Stock Incentive Rtae “Plan”), the Participant is hereby granteefiive the Grant Date restricted stodis un
(“Restricted Stock Units” or “RSUs”) on the termsdaconditions set forth in this Agreement and ie Ban.
(b) Defined terms not otherwise defined herdiallshave the meanings set forth in Section 2 efRtan.
(c) Subject to the terms, conditions, and restrictisetsforth in the Plan and herein, each RSU grameedunder represents the right to receive fronCiiapany, on the respective scheduled vesting

for such RSU set forth in Section 2(a) of this Agreent or on such earlier date as provided in Se@fb) of this Agreement or Section 5(b) of thisrégment (the “Vesting Date”), one share (a “Shaséommon stock of th
Company (“Common Stock”), free of any restrictioa,amounts notionally credited to the Participamividend Equivalent Account (as defined in Set#oof this Agreement) with respect to such RSUd, alhsecurities an
property comprising all Property Distributions @efined in Section 4 of this Agreement) depositedtich Dividend Equivalent Account with respecstich RSU.

(d) As soon as practicable after the Vestinge[{aut no later than 2 % months from such datepufiyrRSUs granted hereunder, the Participant sbadive from the Company the number of Shares to
which the vested RSUs relate, free of any restmistj a cash payment for all amounts notionallyitzddo the Participant’s Dividend Equivalent Acabwith respect to such vested RSUs, and all séesiand property
comprising all Property Distributions depositedsirch Dividend Equivalent Account with respect totsuested RSUs.

2 (@ The RSUs granted hereunder skeallin installments as follows:
Scheduled Vesting Date Number of RSUs
(b) Notwithstanding Section 2(a) of this Agrent, at such time as there shall be a Changerntr@mf the Company, all unvested RSUs shall ekerated and shall immediately vest.

(c) Until the respective Vesting Date &or RSU granted hereunder, such RSU, all amoutisnadly credited in any Dividend Equivalent Accduglated to such RSU,




and all securities or property comprising all Pmyp®istributions deposited in such Dividend Equéra Account related to such RSU shall be subjébtfeiture as provided in Section 5 of this Agrest.

3. Except as provided in Section 4hig Agreement, an RSU shall not entitle the Paudiot to any incidents of ownership (including, witi limitation, dividend and voting rights) in aBhare until the RSU
shall vest and the Participant shall be issuedtirare to which such RSU relates nor in any seesrdr property comprising any Property Distributiteposited in a Dividend Equivalent Account rela@duch RSU until such
RSU vests.

4. From and after the Grant Date oR&U until the issuance of the Share payable ine@spf such RSU, the Patrticipant shall be credisdf the payment date therefor, with (i) the antaf any cash
dividends and (ii) the amount equal to the Fair kéai/alue of any Shares, Subsidiary securitiessrosiecurities, or other property distributed otriisitable in respect of one share of Common Stoakhich the Participant
would have been entitled had the Participant beeeard holder of one share of Common Stock dtraéts from the Grant Date to such issuance dater@erty Distribution”). All such credits shalebmade notionally to a
dividend equivalent account (a “Dividend Equivaléetount”) established for the Participant withpest to all RSUs granted hereunder with the sanstidgDate. All credits to a Dividend Equivalentadunt for the
Participant shall be notionally increased by thedmt Rate (as hereinafter defined), compoundedeylya from and after the applicable date of crediitil paid in accordance with the provisionshistAgreement. The
“Account Rate” shall be the prime commercial lemdiate announced from time to time by JPMorgan €ligemnk, N.A. or by another major national bank lygmdtered in New York, New York designated by the
Committee. The Committee may, in its discreticepakit in the Participant’s Dividend Equivalent Aaat the securities or property comprising any BrgpDistribution in lieu of crediting such DividgrEquivalent Account
with the Fair Market Value thereof.

5. (a) Except as set forttsiection 5(b) of this Agreement, all unvested Rftdwided for in this Agreement, all amounts credito the Participant’s Dividend Equivalent Accaunith respect to such
RSUs, and all securities and property comprisirgpBrty Distributions deposited in such Dividend Eglent Accounts with respect to such RSUs shathediately be forfeited on the date the Participartses to be an
Eligible Individual (the “Termination Date”).

(b) Notwithsthng the foregoing, if the Participant ceases tab&ligible Individual (the “Termination”) by reas of the Participant’s death, Disability, or Retirent, the RSUs granted
hereunder that are scheduled to vest on the fiestig Date following the Termination Date, all amts credited to the Participant’s Dividend EquaralAccounts with respect to such RSUs, and allrisaes and property
comprising Property Distributions deposited in séfidend Equivalent Accounts with respect to sS&3Us shall vest as of the Participant’s TerminaBarte. In the event that the Participant ceasée tan Eligible
Individual by reason of the Participant’s Termioatby his employer or principal without Cause, @@mmittee or any person to whom the Committee keésgdted authority may, in its or his sole disoretdetermine that the
RSUs granted hereunder that are scheduled to mekedirst Vesting Date following the Terminatibate, all amounts credited to the Participant’siflénd Equivalent Accounts with respect to such R3ldd all securities
and property




comprising Property Distributions deposited in séidend Equivalent Accounts with respect to s&3Us shall vest as of the Participant’s Terminabate. In the event vesting is accelerated purtsioathis Section 5(b)
and the Participant is a Key Employee, a distridoutf Shares issuable to the Participant, all artonationally credited to the Participant’s DivideBquivalent Account, and all securities and propeomprising all Property
Distributions deposited in such Dividend Equival@etount due the Participant upon the vesting efRiSUs shall not occur until six months after thetiBipant’s Termination Date, unless the PartioifgTermination is due

to death or Disability.

6. The RSUs granted hereunder, any atsawtionally credited in the Participant’s DivideEquivalent Accounts, and any securities andgmggomprising Property Distributions depositedgirch Dividend
Equivalent Accounts are not transferable by thei¢tpant otherwise than by will or by the laws afstent and distribution or pursuant to a domestations order, as defined in the Code.

7. All notices hereunder shall be in writing and,dfthe Company, shall be delivered personally tc3&eretary of the Company or mailed to One Northt@¢Avenue, Phoenix, Arizona 85004, addressetd
attention of the Secretary; and, if to the Partaip shall be delivered personally or mailed toRheticipant at the address on file with the Conypa®uch addresses may be changed at any timetizg riom one party to the

other.

8. This Agreement is subject to the ions of the Plan. The Plan may at any time beratad by the Board, except that any such amendofi¢ime Plan that would materially impair the rigbfsthe
Participant hereunder may not be made without #rédipant’s consent. The Committee may amendAlgieement at any time in any manner that is noomsistent with the terms of the Plan and that moli result in the
application of Section 409A(a)(1) of the Code. Wititstanding the foregoing, no such amendment materially impair the rights of the Participant hander without the Participant’s consent. Excepetsorth above, any
applicable determinations, orders, resolutionstieoactions of the Committee shall be final, casile and binding on the Company and the Partitipan

9. The Participant is required to sgtesfiy obligation in respect of withholding or otpayroll taxes resulting from the vesting of anylR§&anted hereunder or the payment of any secsiritsh, or property
hereunder, in accordance with procedures establishehe Committee, as a condition to receiving segurities, cash payments, or property resultiog fthe vesting of any RSU or otherwise.
10. Nothing in this Agreement shall conipon the Participant any right to continue in ¢éneploy of the Company or any of its Subsidiariegpdnterfere in any way with the right of the Cpamy or any of its
Subsidiaries to terminate the Participant’s emplegtrelationship with the Company or any of its Sidlaries at any time.
11. As used in this Agreement, the follogvterms shall have the meanings set forth below.
(a) “Cauisball mean any of the following: (i) the commissiby the Participant of an illegal act (other thaffic violations or misdemeanors punishable lyoby

3




the payment of a fine), (ii) the engagement of Braeticipant in dishonest or unethical conduct, eeminined by the Committee or its designee, (ii§ tommission by the Participant of any fraud, thefbezzlement,
misappropriation of funds, (iv) the failure of tRarticipant to carry out a directive of his super@mployer or principal, or (v) the breach of Pexticipant of the terms of his engagement.

(b) “Change inf@ml!” shall mean a change in the ownership of the Compaofange in the effective control of the Compang change in the ownership of a substantial o the assets of t
Company as provided under Section 409A of the Casl@mended from time to time, and any relatedemphting regulations or guidance.

(c) “DisabilityShall have occurred if the Participant is (i) uratnl engage in any substantial gainful activityrégson of any medically determinable physical ont@leémpairment which can
expected to result in death or can be expecteastdfdr a continuous period of not less than 12thmror (ii) by reason of any medically determirmaphysical or mental impairment which can be ekt result in death
can be expected to last for a continuous periagodiess than 12 months, receiving income replac¢imenefits for a period of not less than 3 monthder an accident and health plan covering empkgééhe Participans’
employer.

(d) “Fair Market Value” shalljth respect to a share of Common Stock, a Sudnsidiecurity, or any other security, have the nmgasiet forth in the FreepoMeMoRan Copper & Gold In
Policies of the Committee applicable to the tock Incentive Plan, and, with respect to any offreperty, mean the value thereof determined bybtherd of directors of the Company in connectiothvdeclaring th
dividend or distribution thereof.

(e) & Employee” shall mean any employee who meetdéfiaition of “key employee” as defined in Sectiéh6(i) of the Code.

) éRrement”’shall mean early, normal or deferred retirementhef Participant under a tax qualified retiremeranpbf the Company or any other cessation of theigion of services to tt
Company or a Subsidiary by the Participant thaeismed by the Committee or its designee to cotes@uetirement.




IN WITNESSWHEREOF, the parties hereto have executed thisekgeat as of the day, month, and year first abovenr

FREEPORT-McMoRan COPPER & GOLD INC.

By:

(Participant)

(Street Address)

(City) (State) (Zip Code)
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FREEPORT-McMoRan COPPER & GOLD INC.
PERFORMANCE-BASED
RESTRICTED STOCK UNIT AGREEMENT
UNDER THE STOCK INCENTIVE PLAN
AGREEMENT dated as of , 20__ (the “Gbmte”), between Freeport-McMoRan Copper & Gold.Jm Delaware corporation (the “Company”), and (the “Participant”).

1. (a) Pursuant to the FreepeMoRan Copper & Gold Inc. Stock IncentivarP(the “Plan”), the Participant is hereby grareédctive the Grant Date restricted stouls
(“Restricted Stock Units” or “RSUs”) on the termsdaconditions set forth in this Agreement and ie Ban.

(b) Defined terms not otherwise defined hestiall have the meanings set forth in Section @efPlan.

(c) Subject to the terms, conditions, and restms set forth in the Plan and herein, each R&ldtgd hereunder represents the right to recedra the Company, on the respective scheduled vedtitey
for such RSU set forth in Section 2(a) of this Agreent or on such earlier date as provided in Se@fb) of this Agreement or Section 5(b) of thisrégment (the “Vesting Date”), one share (a “Shanéommon stock of th
Company (“Common Stock”), free of any restrictioa,amounts notionally credited to the Participamividend Equivalent Account (as defined in Set#oof this Agreement) with respect to such RSUd, alhsecurities an
property comprising all Property Distributions @efined in Section 4 of this Agreement) depositedtich Dividend Equivalent Account with respecstich RSU.

(d) Provided the condition of Section 6 dstAgreement, if applicable, has been met, as ssguracticable after the Vesting Date (but no ldtan 2 %2 months from such date) for any RSUs grhnt
hereunder, the Participant shall receive from tbem@any the number of Shares to which the vestedsRi8ldte, free of any restrictions, a cash payrfaerdll amounts notionally credited to the Part&ip's Dividend
Equivalent Account with respect to such vested R2idd all securities and property comprising afiférty Distributions deposited in such Dividend Eglent Account with respect to such vested RSUs.

2. (a) Provided the condition of Sestb of this Agreement has been met, the RSUs epldrgreunder shall vest in installments as follows:

Scheduled Vesting Date Number of RSUs




(b) Notwithstang Section 2(a) of this Agreement, at such timéhase shall be a Change in Control of the Compatynvested RSUs shall be accelerated and shaikdiately vest.

(c) Until the respective Vesting Date for an RSU grdritereunder, such RSU, all amounts notionally ¢eeldn any Dividend Equivalent Account related tiets RSU, and all securities or props
comprising all Property Distributions depositedsirch Dividend Equivalent Account related to suctiUR®all be subject to forfeiture as provided int®ec5 of this Agreement.

3. Except as provided in Section 4hig Agreement, an RSU shall not entitle the Padict to any incidents of ownership (including, it limitation, dividend and voting rights) in aBhare until the RSU
shall vest and the Participant shall be issuedbtiare to which such RSU relates nor in any seeasrif property comprising any Property Distributiteposited in a Dividend Equivalent Account relaieduch RSU until such
RSU vests.

4. From and after the Grant Date oR&U until the issuance of the Share payable ipe&sof such RSU, the Participant shall be credisdf the payment date therefor, with (i) the ami@f any cash
dividends and (ii) the amount equal to the Fair kdai/alue of any Shares, Subsidiary securitiessrosiecurities, or other property distributed otriisitable in respect of one share of Common Stoakhich the Participant
would have been entitled had the Participant beeeard holder of one share of Common Stock dtraéts from the Grant Date to such issuance dater@erty Distribution”). All such credits shalebmade notionally to a
dividend equivalent account (a “Dividend Equivaléetount”) established for the Participant withpest to all RSUs granted hereunder with the sanstiMeDate. All credits to a Dividend Equivalentddunt for the
Participant shall be notionally increased by thedmt Rate (as hereinafter defined), compoundedeylyg from and after the applicable date of creuiitil paid in accordance with the provisionshittAgreement. The
“Account Rate” shall be the prime commercial lemiate announced from time to time by JPMorgan €ligemnk, N.A. or by another major national bank lygmdtered in New York, New York designated by the
Committee. The Committee may, in its discreticepakit in the Participant’s Dividend Equivalent Aaat the securities or property comprising any BrgpDistribution in lieu of crediting such DividgrEquivalent Account
with the Fair Market Value thereof.

5. (a) Except as set forttsiection 5(b) of this Agreement, all unvested Rftdwided for in this Agreement, all amounts credito the Participant’s Dividend Equivalent Accaunith respect to such
RSUs, and all securities and property comprisirapBrty Distributions deposited in such Dividend Eagient Accounts with respect to such RSUs shathediately be forfeited on the date the Particigaatses to be an
Eligible Individual (the “Termination Date”).

(b) Natistanding the foregoing, and provided the conditf Section 6 of this Agreement has been mégifParticipant ceases to be an Eligible Individtted “Termination”) by reason of the
Participant’s death, Disability, or Retirement, R8Us granted hereunder that are scheduled tmuaste first Vesting Date following the Terminatibrate, all amounts credited to the Participant'si@@nd Equivalent
Accounts with respect to such RSUs, and all sdesritnd property comprising Property Distributidieposited in such Dividend
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Equivalent Accounts with respect to such RSUs sheddt as of the Participant’s Termination Date thimevent that the Participant ceases to be giblilndividual by reason of the Participant’s fémation by his employer
or principal without Cause, and provided the cdndibf Section 6 of this Agreement has been metGbmmittee or any person to whom the Committeedbeggated authority may, in its or his sole digore determine that
the RSUs granted hereunder that are scheduledstmmehe first Vesting Date following the Termiioat Date, all amounts credited to the Participabiedend Equivalent Accounts with respect to s®&$iUs, and all
securities and property comprising Property Distiitms deposited in such Dividend Equivalent Acdsumith respect to such RSUs shall vest as of #rédpant’s Termination Date. In the event vegtis accelerated
pursuant to this Section 5(b) and the Participsuat Key Employee, a distribution of Shares issuibtee Participant, all amounts notionally credite the Participant’s Dividend Equivalent Accowamd all securities and
property comprising all Property Distributions dsjted in such Dividend Equivalent Account due tletieipant upon the vesting of the RSUs shall raatuo until six months after the Participant’s Temation Date, unless the
Participant’s Termination is due to death or Diggbi

6. The other provisions of this Agreetmeotwithstanding, no unvested RSU granted hereustui| vest on its scheduled Vesting Date undeti@e 2(a) of this Agreement or upon the Partictpgiierminatiol
pursuant to Section 5(b) of this Agreement unlbesatverage of the Return on Investment for thedalendar years preceding the year in which suehtexccurs is at least 6% and, if required or deknezessary to satisfy
the requirements to qualify such RSU as “performeapased compensation” under Section 162(m), theoppipte members of the Committee shall have dedtithat such condition has been met. Any unveR®ds that do
not vest upon the occurrence of any of such evaentsresult of the failure to meet the conditiotha Section 6, all amounts credited to the Pigdict's Dividend Equivalent Accounts with respexstich RSUs, and all
securities and property comprising Property Disttitms deposited in such Dividend Equivalent Acdsumith respect to such RSUs shall immediatelydvéeited.

7. The RSUs granted hereunder, any atsaetionally credited in the Participant’s DividkBquivalent Accounts, and any securities and ptgm®mprising Property Distributions depositedsirch Dividend
Equivalent Accounts are not transferable by theiépant otherwise than by will or by the laws @fsgent and distribution or pursuant to a domestations order, as defined in the Code.

8. All notices hereunder shall be in writing and dfthe Company, shall be delivered personally tocS&eretary of the Company or mailed to One Northt@¢Avenue, Phoenix, Arizona 85004, addressetid
attention of the Secretary; and, if to the Partioip shall be delivered personally or mailed toRieticipant at the address on file with the Conypasuch addresses may be changed at any timetizg fiom one party to the
other.

9. This Agreement is subject to the Bions of the Plan. The Plan may at any time beratad by the Board, except that any such amendofi¢me Plan that would materially impair the rigbfsthe
Participant hereunder may not be made without #réd®ant’s consent. The Committee may amendAlgieement at any time in any manner that is noomsistent with the terms of the Plan and that mali result in the
application of Section 409A(a)(1) of the Code. Withstanding the foregoing, no such amendment materially impair the rights of
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the Participant hereunder without the Participactssent. Except as set forth above, any appécaéierminations, orders, resolutions or otheoastbf the Committee shall be final, conclusive bimdling on the Company
and the Participant.

10. The Participant is required to satesfiy obligation in respect of withholding or ottpayroll taxes resulting from the vesting of any R@dnted hereunder or the payment of any securdgsh, or property
hereunder, in accordance with procedures establlishehe Committee, as a condition to receiving segurities, cash payments, or property resultiog fthe vesting of any RSU or otherwise.

11. Nothing in this Agreement shall conipon the Participant any right to continue in ¢éneploy of the Company or any of its Subsidiariegpdnterfere in any way with the right of the Cpamy or any of its
Subsidiaries to terminate the Participant’s emplegtrelationship with the Company or any of its Sidlaries at any time.

12. As used in this Agreement, the follogvterms shall have the meanings set forth below.

(a) “Causeshall mean any of the following: (i) the commissionthe Patrticipant of an illegal act (other theaffic violations or misdemeanors punishable solghthe payment of a fine), (ii) t
engagement of the Participant in dishonest or ucaticonduct, as determined by the Committee odéfsignee, (iii) the commission by the Participainany fraud, theft, embezzlement, or misapprofmeof funds, (iv) th
failure of the Participant to carry out a directfehis superior, employer or principal, or (v) teeach of the Participant of the terms of his gegsent.

(b) “Change in @aii' shall mean a change in the ownership of the Compapange in the effective control of the Compang change in the ownership of a substantial ponif the assets of t
Company as provided under Section 409A of the Casl@mended from time to time, and any relatedemphting regulations or guidance.

(c) “Disabilityshall have occurred if the Participant is (i) uratdl engage in any substantial gainful activityrégson of any medically determinable physical ontalempairment which can be expec
to result in death or can be expected to last foor&tinuous period of not less than 12 monthsjipby reason of any medically determinable physi@mamental impairment which can be expected taltés death or can t
expected to last for a continuous period of nos lgmn 12 months, receiving income replacementflisrfer a period of not less than 3 months underaacident and health plan covering employees @fRéarticipant
employer.

(d) “Fair Market Value” shall,itv respect to a share of Common Stock, a Subgidiecurity, or any other security, have the measieigforth in the FreepoNMcMoRan Copper & Gold In
Policies of the Committee applicable to the toc Incentive Plan, and, with respect to any oftreperty, mean the value thereof determined bybtherd of directors of the Company in connectiothvdeclaring th
dividend or distribution thereof.
(e) “Key Employee” shall mean any employee whetse¢he definition of “key employee” as definedSection 416(i) of the Code.

4




()  “Managed Net Income” shall mean, with respecany year, the sum of (i) the net income (orloss$) of the Company and its consolidated subsétidor such year as reviewed by the Company’s
independent auditors and released by the Compaime tpublic; plus (or minus) (ii) the minority imests’ share in the net income (or net loss) ofGbepany’s consolidated subsidiaries for such psaeviewed by the
Company'’s independent auditors and released bgdmepany to the public; plus (or minus) (iii) théeett of changes in accounting principles of the @any and its consolidated subsidiaries for such pke (or minus) the
minority interests’ share in such changes in actingrprinciples as reviewed by the Company’s indefemt auditors and released by the Company touthicp

(9) “Net Cash Provided by Operating Activitiesiadl mean, with respect to any year, the net cashigled by operating activities of the Company #sdonsolidated subsidiaries for such year aswesd
by the Company'’s independent auditors and relelgede Company to the public.

(h) “Net Interest Expense” shall mean, with resge any year, the net interest expense of thegamy and its consolidated subsidiaries for such gsaeviewed by the Company’s independent auditors
and released by the Company to the public.

(i)  “Retirement” shall mean early, normal or deéel retirement of the Participant under a tax ifjedl retirement plan of the Company or any othessation of the provision of services to the Comgpan
a Subsidiary by the Participant that is deemechbyGommittee or its designee to constitute a ratre.

0] “Return on Investment” shall mean, with respecany year, the result (expressed as a percentalge)atad according to the following formula:

a+(b-c
d

in which “a” equals Managed Net Income for suchry#a’ equals Net Interest Expense for such yealtgquals Tax on Net Interest Expense for such,yeat “d” equals Total Investment of Capital fockyear.

(k)  “Tax on Net Interest Expense” shall meanhwispect to any year, the tax on the net intengstnse of the Company and its consolidated subdifor such year calculated at the appropriate
statutory income tax rate for such year as revielethe Company’s independent auditors.

()  “Total Investment of Capital” shall mean, tvitespect to any year, the sum of (i) the weiglatezrage of the stockholders’ equity in the Compamy its consolidated subsidiaries for such yeBrth@
weighted average of the minority interests in thrsplidated subsidiaries of the Company for suer,ydi) the weighted average of the redeemabédgured stock of the Company for such year andtlig)weighted average
of the long-term debt of the Company and its cadatéd subsidiaries for such year, all as showthémuarterly balance sheets of the Company amitsolidated subsidiaries for such year.

5




IN WITNESS WHEREOF, the parties hereto have exetthiss Agreement as of the day, month, and yesr dibove written.

FREEPORT-McMoRan COPPER & GOLD INC.

By:

(Participant)

(Street Address)

(City) (State) (Zip Code)







Exhibit 10.35
(Participant Election Form

FREEPORT-McMoRan COPPER & GOLD INC.

RESTRICTED STOCK UNIT AGREEMENT

UNDERTHE __ STOCK INCENTIVE PLAN
AGREEMENT dated as of , 20__ (the “Gbmte”), between Freeport-McMoRan Copper & Gold.Jm Delaware corporation (the “Company”), and (the “Participant”).
1. (a) Pursuant to the pogeMcMoRan Copper & Gold Inc. Stock InceetPlan (the “Plan”), the Participant is herebynged effective the Grant Date restristedk units
(“Restricted Stock Units” or “RSUs”) on the termsdaconditions set forth in this Agreement and ie Ban.
(b) Defined termot otherwise defined herein shall have the nmgmnset forth in Section 2 of the Plan.
(c) Subject to the terms, conditions, and restrictisetsforth in the Plan and herein, each RSU grameedunder represents the right to receive fronCiiapany, on the respective scheduled vesting

for such RSU set forth in Section 2(a) of this Agreent or on such earlier date as provided in Se@fb) of this Agreement or Section 5(b) of thisrégment (the “Vesting Date”), one share (a “Shaséommon stock of th
Company (“Common Stock”), free of any restrictioa,amounts notionally credited to the Participamividend Equivalent Account (as defined in Set#oof this Agreement) with respect to such RSUd, alhsecurities an
property comprising all Property Distributions @efined in Section 4 of this Agreement) depositedtich Dividend Equivalent Account with respecstich RSU.

(d) As soon as practicable after the Vesting Date fouater than 2 %2 months from such date) for any&granted hereunder, the Participant shall redeara the Company the number of Share
which the vested RSUs relate, free of any restmicti a cash payment for all amounts notionally iteddto the Participars’ Dividend Equivalent Account with respect to swelsted RSUs, and all securities and prog
comprising all Property Distributions depositedsirch Dividend Equivalent Account with respect totsuested RSUs.

2. (a) The RSUs granted hedeu are granted to the Participant in accordarittethe Participant’s election (the “Election”) teceive RSUs in lieu of certain cash bonus paymentsded under the
Company’s Performance Incentive Awards ProgramclvEilection was made within the time period reqliog Section 409A of the Code. The RSUs shall ieststallments as follows:

Scheduled Vesting Date uiber of RSUs

(b) Notwithstanding Section 2(a) of this Agremh) at such time as there shall be a Change itr@ai the Company, all unvested RSUs shall beelerated and shall immediately vest.




(c) Until the respeetiVesting Date for an RSU granted hereunder, R84, all amounts notionally credited in any DivideBquivalent Account related to such RSU, andedusities or
property comprising all Property Distributions dsjted in such Dividend Equivalent Account relatectich RSU shall be subject to forfeiture as predioh Section 5 of this Agreement.

3. Except as provided in Section 4hig Agreement, an RSU shall not entitle the Paudiot to any incidents of ownership (including, witi limitation, dividend and voting rights) in aBhare until the RSU
shall vest and the Participant shall be issuedtirare to which such RSU relates nor in any seesrdr property comprising any Property Distributiteposited in a Dividend Equivalent Account rela@duch RSU until such
RSU vests.

4. From and after the Grant Date oR&U until the issuance of the Share payable ine@spf such RSU, the Patrticipant shall be credisdf the payment date therefor, with (i) the amadf any cash
dividends and (ii) the amount equal to the Fair kdai/alue of any Shares, Subsidiary securitiessrosiecurities, or other property distributed otriisitable in respect of one share of Common Stoakhich the Participant
would have been entitled had the Participant beeeard holder of one share of Common Stock dtraéts from the Grant Date to such issuance dater@erty Distribution”). All such credits shalebmade notionally to a
dividend equivalent account (a “Dividend Equivaléetount”) established for the Participant withpest to all RSUs granted hereunder with the sanstidgDate. All credits to a Dividend Equivalentadunt for the
Participant shall be notionally increased by thedmt Rate (as hereinafter defined), compoundedeylya from and after the applicable date of crediitil paid in accordance with the provisionshistAgreement. The
“Account Rate” shall be the prime commercial lemiate announced from time to time by JPMorgan €ligemnk, N.A. or by another major national bank lygmdtered in New York, New York designated by the
Committee. The Committee may, in its discreticepakit in the Participant’s Dividend Equivalent Aaat the securities or property comprising any BrgpDistribution in lieu of crediting such DividgrEquivalent Account
with the Fair Market Value thereof.

5. (a) Except as set forttsiection 5(b) of this Agreement, all unvested Rftdwided for in this Agreement, all amounts credito the Participant’s Dividend Equivalent Accaunith respect to such
RSUs, and all securities and property comprisirgpBrty Distributions deposited in such Dividend Eglent Accounts with respect to such RSUs shathediately be forfeited on the date the Participastses to be an
Eligible Individual (the “Termination Date”).

(b) Notwithstangdithe foregoing, if the Participant ceases torb&lggible Individual (the “Termination”) by reasaf the Participant death, Disability, or Retirement, all the unvds$RSUs grante
hereunder, all amounts credited to the Particigabtvidend Equivalent Accounts with respect to sR$Us, and all securities and property comprisimgp€rty Distributions deposited in such Dividenduglent Account
with respect to such RSUs shall vest as of theidfaant's Termination Date. In the event that Bregticipant ceases to be an Eligible Individuarégson of the ParticipastTermination by his employer or principal with
Cause, the Committee, or any person to whom then@ltiee has delegated authority, may, in its ordule discretion, determine that all or any portidrthe unvested RSUs granted hereunder, all amauatfted to th
Participant’s Dividend Equivalent Accounts




with respect to such RSUs, and all securities andgrty comprising Property Distributions depositeduch Dividend Equivalent Accounts with respecsuch RSUs shall vest as of the Particigaigrmination Date. In tl
event vesting is accelerated pursuant to this &ed(b) and the Participant is a Key Employee, sribution of Shares issuable to the Participalitamounts notionally credited to the ParticipanDividend Equivalel
Account, and all securities and property comprisitigProperty Distributions deposited in such Damdl Equivalent Account due the Participant uponvésting of the RSUs shall not occur until six nienafter th
Participant’s Termination Date, unless the Par#ipifs Termination is due to death or Disability.

6. The RSUs granted hereunder, any atsaationally credited in the Participant’s DividkRquivalent Accounts, and any securities and ptgm®mprising Property Distributions depositedsirch Dividend
Equivalent Accounts are not transferable by thei¢tpant otherwise than by will or by the laws afstent and distribution or pursuant to a domestations order, as defined in the Code.

7. All notices hereunder shall be inting and, if to the Company, shall be deliveredspaally to the Secretary of the Company or maiteitist principal office, One North Central Avenudio@nix, Arizona
85004, addressed to the attention of the Secredad);if to the Participant, shall be deliveredspeally or mailed to the Participant at the addoesfile with the Company. Such addresses mayhbeged at any time by not
from one party to the other.

8. This Agreement is subject to the ions of the Plan. The Plan may at any time beratad by the Board, except that any such amendofi¢ime Plan that would materially impair the rigbfsthe
Participant hereunder may not be made without #rédipant’s consent. The Committee may amendAlgieement at any time in any manner that is noomsistent with the terms of the Plan and that moli result in the
application of Section 409A(a)(1) of the Code. Wititstanding the foregoing, no such amendment materially impair the rights of the Participant hander without the Participant’s consent. Excepetsorth above, any
applicable determinations, orders, resolutionstieoactions of the Committee shall be final, casile and binding on the Company and the Partitipan

9. The Participant is required to sgtesfiy obligation in respect of withholding or otpayroll taxes resulting from the vesting of anylR§&anted hereunder or the payment of any secsiritsh, or property
hereunder, in accordance with procedures establishehe Committee, as a condition to receiving segurities, cash payments, or property resultiog fthe vesting of any RSU or otherwise.

10. Nothing in this Agreement shall conipon the Participant any right to continue in ¢éneploy of the Company or any of its Subsidiargggp interfere in any way with the right of the@pany or any of its
Subsidiaries to terminate the Participant’s emplegtrelationship with the Company or any of its Sidlaries at any time.

11. As used in this Agreement, the follogvterms shall have the meanings set forth below.




(@) “Causgtiall mean any of the following: (i) the commissimnthe Participant of an illegal act (other theafftc violations or misdemeanors punishable solghthe payment of a fine), (ii) t
engagement of the Participant in dishonest or ucatibonduct, as determined by the Committee odéfsignee, (iii) the commission by the Participainany fraud, theft, embezzlement, or misapprofmeof funds, (iv) th
failure of the Participant to carry out a directfehis superior, employer or principal, or (v) tesach of the Participant of the terms of his gegsent.

(b) “Change in Control” shall mean a changehim @wnership of the Company, a change in the éffecontrol of the Company or a change in the owhigrof a substantial portion of the assets of the
Company as provided under Section 409A of the Casi@mended from time to time, and any relatedemphting regulations or guidance.

(c) “Disability” shall have occurred if the Pgipant is (i) unable to engage in any substamgihful activity by reason of any medically detenatdle physical or mental impairment which can be
expected to result in death or can be expecteaktddr a continuous period of not less than 12timyror (ii) by reason of any medically determimaphysical or mental impairment which can be exgmbtd result in death or
can be expected to last for a continuous periatbofess than 12 months, receiving income replac¢imenefits for a period of not less than 3 monthder an accident and health plan covering empfgééhe Participant’s
employer.

(d) “Fair Market Value” shall, with respect teshare of Common Stock, a Subsidiary security ngrather security, have the meaning set forth é@Rreeport-McMoRan Copper & Gold Inc. Policies of
the Committee applicable to the Stock Ingerfilan, and, with respect to any other propergamthe value thereof determined by the boardrettirs of the Company in connection with declatimgdividend or
distribution thereof.

(e) “Key Employee” shall mean any employee wteets the definition of “key employee” as definediection 416(i) of the Code.

( “Retirement” shall mean early, normal or eieéd retirement of the Participant under a taxified retirement plan of the Company or any otbessation of the provision of services to the Camgpa
or a Subsidiary by the Participant that is deemethb Committee or its designee to constitute iaement.




IN WITNESS WHEREOF, the parties hereto have exetthiss Agreement as of the day, month, and yesr dibove written.

FREEPORT-McMoRan COPPER & GOLD INC.

By:

(Participant)

(St reet Address)

(City) (8t (Zip Code)







EXHIBIT 10.36
(Participant Election Form

FREEPORT-McMoRan COPPER & GOLD INC.

PERFORMANCE-BASED
RESTRICTED STOCK UNIT AGREEMENT

UNDER THE STOCK INCENTIVE PLAN
AGREEMENT dated as of , 20__ (the “Gbmte”), between Freeport-McMoRan Copper & Gold.Jm Delaware corporation (the “Company”), and (the “Participant”).
1. (@ Pursuant to the Freeport-McMoRapper & Gold Inc. Stock Incentive Plan (tRkn”), the Participant is hereby granted effeetihe Grant Date restricted stock (tfRsstricted

Stock Units” or “RSUs") on the terms and conditiaeds forth in this Agreement and in the Plan.
(b) Defined terms not otherwise defined hereialldhave the meanings set forth in Section 2 ofRta.

(c)  Subject to the terms, conditions, and resons set forth in the Plan and herein, each RSltgd hereunder represents the right to receive foe Company, on the respective scheduled vedtiey
for such RSU set forth in Section 2(a) of this Agrent or on such earlier date as provided in Se@fb) of this Agreement or Section 5(b) of thisségment (the “Vesting Date”), one share (a “Shapéommon stock of tt
Company (“Common Stock”), free of any restrictioa,amounts notionally credited to the Participamividend Equivalent Account (as defined in Set#oof this Agreement) with respect to such RSUd, alhsecurities an
property comprising all Property Distributions @efined in Section 4 of this Agreement) depositeduich Dividend Equivalent Account with respecstich RSU.

(d) Provided the condition of Section 6 of thigrAement, if applicable, has been met, as sooreatigable after the Vesting Date (but no latentBd~ months from such date) for any RSUs granted
hereunder, the Participant shall receive from tbe@any the number of Shares to which the vestedsRi8ldte, free of any restrictions, a cash payrfaerdll amounts notionally credited to the Part&ip's Dividend
Equivalent Account with respect to such vested R2idd all securities and property comprising afiférty Distributions deposited in such Dividend Eglent Account with respect to such vested RSUs.

2. (@ The RSUs granted hereunder emeted to the Participant in accordance with thei¢dgant’s election (the “Election”) to receive RS in lieu of certain cash bonus payments awardektuthe
Company’s 2005 Annual Incentive Plan, which Eletticas made within the time period required by $&c09A of the Code. Provided the condition oft®&c6 of this Agreement has been met, the RSUstgdehereunder
shall vest in installments as follows:




Scheduled Vesting Date uiber of RSUs

(b) Notwithstanding Section 2(a) of this Agreemer such time as there shall be a Change in Gloofithe Company, all unvested RSUs shall be acatdd and shall immediately vest.

(c) Until the respective Vesting Date for an R@dnted hereunder, such RSU, all amounts notiowadiglited in any Dividend Equivalent Account rethte such RSU, and all securities or property
comprising all Property Distributions depositedsirch Dividend Equivalent Account related to suctiUR®all be subject to forfeiture as provided intec5 of this Agreement.

3. Except as provided in Section 4 of this Agreatnan RSU shall not entitle the Participant tp iacidents of ownership (including, without limiian, dividend and voting rights) in any Share Lifte RSU shall
vest and the Participant shall be issued the Sbamhich such RSU relates nor in any securitiegroperty comprising any Property Distribution depegsin a Dividend Equivalent Account related telstiRSU until such RS!
vests.

4. From and after the Grant Date of an RSU tinéllissuance of the Share payable in respect bfR&tJ, the Participant shall be credited, as opt#ngment date therefor, with (i) the amount of aagh dividends
and (i) the amount equal to the Fair Market Vadfiany Shares, Subsidiary securities, other seesyior other property distributed or distributainleespect of one share of Common Stock to whiehRarticipant would have
been entitled had the Participant been a recomehaf one share of Common Stock at all times fthenGrant Date to such issuance date (a “Propestyibution”). All such credits shall be made motally to a dividend
equivalent account (a “Dividend Equivalent Accoyrestablished for the Participant with respect tdR8Us granted hereunder with the same Vesting Daltecredits to a Dividend Equivalent Account fitie Participant she
be notionally increased by the Account Rate (asihafter defined), compounded quarterly, from afterahe applicable date of credit until paid icamance with the provisions of this Agreemente TAccount Rate” shall
be the prime commercial lending rate announced fiora to time by JPMorgan Chase Bank, N.A. or bgtaar major national bank headquartered in New YNew York designated by the Committee. The Conaaimay,
in its discretion, deposit in the ParticipanDividend Equivalent Account the securities orgendy comprising any Property Distribution in lieficrediting such Dividend Equivalent Account witte Fair Market Value there:

5. (@ Except as set forth in Secti@n) ®f this Agreement, all unvested RSUs providedii this Agreement, all amounts credited to thetiBipant’s Dividend Equivalent Accounts with respto such
RSUs, and all securities and property comprisirgpBrty Distributions deposited in such Dividend Eglent Accounts with respect to such RSUs shathediately be forfeited on the date the Participastses to be an
Eligible Individual (the “Termination Date”).




(b) Notwithstanding the foregoing, and provided tondition of Section 6 of this Agreement hasnbeet, if the Participant ceases to be an Elidibdvidual (the “Termination”) by reason of the
Participant’s death, Disability, or Retirement, talé unvested RSUs granted hereunder, all amouediited to the Participant’s Dividend EquivalentcAants with respect to such RSUs, and all secsréiel property
comprising Property Distributions deposited in séfidend Equivalent Accounts with respect to sS&3Us shall vest as of the Participant’s TerminaBarte. In the event that the Participant ceasée tan Eligible
Individual by reason of the Participant’s Termioatby his employer or principal without Cause, anavided the condition of Section 6 of this Agreernleas been met, the Committee, or any person tomthe Committee
has delegated authority, may, in its or his sosemition, determine that all or any portion of tilwested RSUs granted hereunder, all amounts ecktitthe Participant’s Dividend Equivalent Accamith respect to such
RSUs, and all securities and property comprisirapBrty Distributions deposited in such Dividend Eaient Accounts with respect to such RSUs shait @s of the Participant’'s Termination Date. la évent vesting is
accelerated pursuant to this Section 5(b) and #ngcipant is a Key Employee, a distribution of Bfwmissuable to the Participant, all amounts naflgreredited to the Participant’s Dividend Equissal Account, and all
securities and property comprising all Propertytilisitions deposited in such Dividend Equivalentéant due the Participant upon the vesting of tB&)&shall not occur until six months after the grant’s Termination
Date, unless the Participant’s Termination is dudeath or Disability.

6.  The other provisions of this Agreement notatiéimding, no unvested RSU granted hereunder séstllon its scheduled Vesting Date under Sectiond(gnis Agreement or upon the Participant’s Teration
pursuant to Section 5(b) of this Agreement unlbssatverage of the Return on Investment for thedalendar years preceding the year in which suehtesccurs is at least 6% and, if required or deknezessary to satisfy
the requirements to qualify such RSU as “performeapased compensation” under Section 162(m), theoppipte members of the Committee shall have dedtithat such condition has been met. Any unveR®ds that do
not vest upon the occurrence of any of such eventsresult of the failure to meet the conditiothes Section 6, all amounts credited to the Pigitt's Dividend Equivalent Accounts with respexstich RSUs, and all
securities and property comprising Property Distiitms deposited in such Dividend Equivalent Acdsumith respect to such RSUs shall immediatelydvéeited.

7.  The RSUs granted hereunder, any amounts radijoeredited in the Participant’s Dividend Equieat Accounts, and any securities and property cisimgr Property Distributions deposited in such Band
Equivalent Accounts are not transferable by thei¢tpant otherwise than by will or by the laws afstent and distribution or pursuant to a domestations order, as defined in the Code.

8.  All notices hereunder shall be in writing and,dfthe Company, shall be delivered personally tcberetary of the Company or mailed to its princgfice, One North Central Avenue, Phoenix, Ariac85004
addressed to the attention of the Secretary; amlthie Participant, shall be delivered personailynailed to the Participant at the address @wfith the Company. Such addresses may be chaigey time by notice from
one party to the other.




9.  This Agreement is subject to the provisionthefPlan. The Plan may at any time be amendehebBoard, except that any such amendment of twe that would materially impair the rights of therficipant
hereunder may not be made without the Participaotsent. The Committee may amend this Agreememntyatime in any manner that is not inconsisteitl the terms of the Plan and that will not resulthe application of
Section 409A(a)(1) of the Code. Notwithstanding ftregoing, no such amendment may materially intpai rights of the Participant hereunder withduat Participant’s consent. Except as set forth ebary applicable
determinations, orders, resolutions or other astinfithe Committee shall be final, conclusive amdling on the Company and the Participant.

10. The Participant is required to satisfy anljgattion in respect of withholding or other payrtakes resulting from the vesting of any RSU grdtitereunder or the payment of any securities, astroperty
hereunder, in accordance with procedures establishi¢he Committee, as a condition to receiving segurities, cash payments, or property resultiomfthe vesting of any RSU or otherwise.

11. Nothing in this Agreement shall confer uple Participant any right to continue in the empdéyhe Company or any of its Subsidiaries, or teiifere in any way with the right of the Companyaay of its
Subsidiaries to terminate the Participant’s emplegtrelationship with the Company or any of its Sdlaries at any time.

12. As used in this Agreement, the following tershall have the meanings set forth below.

(a) “Cause” shall mean any of the following:ttig commission by the Participant of an illegal@ther than traffic violations or misdemeanorsipbable solely by the payment of a fine), (i) the
engagement of the Participant in dishonest or ucethonduct, as determined by the Committee alétignee, (iii) the commission by the Participafrainy fraud, theft, embezzlement, or misapprojmieof funds, (iv) the
failure of the Participant to carry out a directfehis superior, employer or principal, or (v) teach of the Participant of the terms of his gegeent.

(b) “Change in Control” shall mean a change imdlwvnership of the Company, a change in the effectontrol of the Company or a change in the owniprsf a substantial portion of the assets of the
Company as provided under Section 409A of the Casi@mended from time to time, and any relatedemphting regulations or guidance.

(c) “Disability” shall have occurred if the Paipant is (i) unable to engage in any substangaaifgl activity by reason of any medically deteratife physical or mental impairment which can beeesgd
to result in death or can be expected to last fyrdinuous period of not less than 12 monthsiipby reason of any medically determinable phyksaranental impairment which can be expected taltés death or can be
expected to last for a continuous period of nad lain 12 months, receiving income replacementfhierier a period of not less than 3 months undeaecident and health plan covering employeesePérticipant’'s
employer.




(d) “Fair Market Value” shall, with respect tshare of Common Stock, a Subsidiary security, grather security, have the meaning set forth inRteeportMcMoRan Copper & Gold Inc. Policies of t
Committee applicable to the Stock Incentilea Pand, with respect to any other property, nteanvalue thereof determined by the board of dimscof the Company in connection with declaringdhgdend or
distribution thereof.

(e) “Key Employee” shall mean any employee whatae¢he definition of “key employee” as definedSiaction 416(i) of the Code.

() “Managed Net Income” shall mean, with respecany year, the sum of (i) the net income (orloss$) of the Company and its consolidated subsétidor such year as reviewed by the Company’s
independent auditors and released by the Compaifmetpublic; plus (or minus) (ii) the minority imests’ share in the net income (or net loss) of@bmpany’s consolidated subsidiaries for such geaeviewed by the
Company’s independent auditors and released b@dmepany to the public; plus (or minus) (iii) théeet of changes in accounting principles of the @any and its consolidated subsidiaries for such pke (or minus) the
minority interests’ share in such changes in actingrprinciples as reviewed by the Company’s indefemt auditors and released by the Company touthicp

“Net Cash Provided by Operating Activitiesiadl mean, with respect to any year, the net cashigeed by operating activities of the Company #sdonsolidated subsidiaries for such year asweed
by the Company’s independent auditors and relelgede Company to the public.

(h) “Net Interest Expense” shall mean, with resge any year, the net interest expense of theg@amy and its consolidated subsidiaries for such gsaeviewed by the Company’s independent auditors
and released by the Company to the public.

(i)  “Retirement” shall mean early, normal or deéel retirement of the Participant under a tax ifjedl retirement plan of the Company or any othessation of the provision of services to the Comppan
a Subsidiary by the Participant that is deemechbyGommittee or its designee to constitute a rate.

()  “Return on Investment” shall mean, with respi® any year, the result (expressed as a pegentalculated according to the following formula:

a+(b-c
d

in which “a” equals Managed Net Income for suchry#a’ equals Net Interest Expense for such yealtgguals Tax on Net Interest Expense for such,yeat “d” equals Total Investment of Capital fockiyear.

(k)  “Tax on Net Interest Expense” shall meanhwespect to any year, the tax on the net intengstnse of the Company and its consolidated suggdifor such year calculated at the appropriate
statutory income tax rate for such year as revielethe Company’s independent auditors.




()  “Total Investment of Capital” shall mean, tvitespect to any year, the sum of (i) the weiglatezrage of the stockholders’ equity in the Compamy its consolidated subsidiaries for such yegrthg
weighted average of the minority interests in thesolidated subsidiaries of the Company for suer,yi) the weighted average of the redeemabédgured stock of the Company for such year andtlig)weighted average
of the long-term debt of the Company and its cddatéd subsidiaries for such year, all as showhenquarterly balance sheets of the Company ammitsolidated subsidiaries for such year.

IN WITNESS WHEREOF, the parties hereto have exetthis Agreement as of the day, month, and yest dibove written.

FREEPORT-McMoRan COPPER & GOLD INC.

By:

(Participant)

(Street Address)

(City) (State) (Zip Code)







Exhibit 10.4¢

[FM Services Company Letterhead]

November 30, 200

B. M. Rankin, Jr.

300 Crescent Court, Suite 875

Dallas, Texas 75201

Dear Mr. Rankin:

The purpose of this letter is to confirm the autdmeenewal of your Consulting Agreement dated dapd, 1991, as amended (the “Agreement”).

Your contract will automatically renew for an adalital one-year period beginning January 1, 2008,eamding December 31, 2008. All other terms amdlitions of the Agreement shall remain the same.
Please confirm that the foregoing correctly setthfgour understanding with respect to this mattesigning both originals of this letter and reinmone to me.

Very truly yours,

/sl Richard C. Adkerson

Richard C. Adkerson

Chairman of the Board
FM Services Company

AGREED TO AND ACCEPTED

BY: /s/ B.M. Rankin, Jr. 12/10/07
B. M. Rankin, Jr. Date




Exhibit 10.5¢

AGREEMENT FOR CONSULTING SERVICES
This Agreement for Consulting Services (this “ Agmeent’) is entered into as of January 11, 2008 betwedrSErvices Company (“ FM3, and Dr. J. Taylor Wharton (* Consultait
WITNESSETH:

WHEREAS Consultant desires to render consultingises to FMS and its affiliates (collectively, théffiliates ") and FMS desires to retain Consultant to rendehsservices, all on the terms and conditions heftsr
provided.

NOW, THEREFORE, FMS and Consultant agree as foli

1. Services During the term of this Agreement, Consultanit e responsible for consulting on all medical dealth affairs affecting FMS, its Affiliates arfukir respective officers, directors, and employéssysing on
sites in the United States (t“ Services"), as requested by Executive Officers of FMS or itfliafes.

Consultant shall provide a monthly report to$kktting forth in reasonable detail time spen€bypsultant in performance of the Services and é#tara of the Services involved.

2. Third Party Service. Consultant may provide and be paid to provideises similar to the Services to third partiegyided, however, Consultant shall not engage inkarsiness or activity detrimental to the businest
interests of FMS or any of its Affiliates duringetkerm of this Agreemer

3. Independent ContractorConsultant shall perform the Services as anpaeddent contractor and Consultant shall not be ddembe an employee or agent of FMS or any of its
Affiliates. This Agreement shall not be deemedreate a partnership or joint venture between Céasuédnd FMS

4. No Agency Authority. Except as and to the extent that FMS may otfserwiescribe in writing, Consultant shall not hamg authority to negotiate or conclude any consgractto do anything which would otherwise result
in the creation of a binding obligation on FMS tsrAffiliates and Consultant shall not make anyesteent or representation to any third party coniogr@onsultar’s authority which is contrary to this provisic

5. Compensatiol. For the satisfactory performance of all Serviaed undertakings hereund
i. FMS shall pay Consultant $400,000 per year, paarabnthly rate of $33,333.33 on the first busirdes of each calendar mon

ii. FMS shall reimburse Consultant for all reasonahk @istomary o-of-pocket expenses incurred by Consultant in conneetith the performance of tt
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Services and that comply with F’ expense reimbursement policies. Expense reporss beusubmitted by Consultant to FMS for apprc

Invoices and PaymentConsultant shall issue an invoice for reimbursapenses to FMS by the fifteenth flﬁof each month for any amount which FMS is requit@reimburse to Consultant pursuant to Articlié) 5(

.above.

Reimbursable expenses shall be itemized anstantiated with such supporting documentation aSmhay reasonably require.

Provided that FMS has received Consultant'sicer and supporting documentation by the fiftee{nB'lth) of the month, FMS shall make payment of the amauroiced, or so
much of the amount invoiced as is not in dispon the first business day of the following month

Any amount invoiced that is in dispute shalMighheld pending resolution of such dispute by maliagreement of FMS and Consultant.

. Tax Matters. Consultant shall be solely responsible for allteld States or other taxes that may be applicabke result of amounts payable to Consultant patgoahis Agreemen

. Term and Termination This Agreement shall commence January 11, 20@8“(Effective Date’) and, unless earlier terminated, shall contifueagh December 31, 2008 (the “ Primary Téjnand shall be automatically

renewed thereafter, on the same terms and consljtionsuccessive one (1) year terms (each a “\RaliBerm”). Either of FMS or Consultant may, however, terate this Agreement during the Primary Term or any
Renewal Term without cause or penalty at any timdddivery of a written notice of termination thir¢30) or more days prior to the desired terminatiate. All references to the “term” of this Agmeent shall include both
the Primary Term and any Renewal Ter

This Agreement shall automatically terminate if Goltant is no longer available for any reason tvjate the Services contemplated by this Agreemnr

The termination of this Agreement shall not affecy previously accrued obligations of FMS set fantirticle 5 above (although the fees payable urdécle 5(i) shall be
prorated through the termination date) or of Cotasulset forth in Articles 7 and 9 (which shall tone in full force and effect for the maximum metiallowed by law)

. Confidentiality. Consultant shall hold in a fiduciary capacity fiee benefit of FMS and its Affiliates all non-gighinformation, knowledge or data relating to FMS, Affiliates or any of their employees or agewtsich

shall have been obtained by Consultant during forbethe term of this Agreement (collectively, th€onfidential Informatiori’). Confidential Information includes, without litaition: business plans, environmental reports,
supply lists, price lists, npublic financial reports, personnel data, buc




projections and all medical or health related repatata, lists, plans, studies or other infornmatithe term “Confidential Information” shall excle@ny information which is publicly available framwspapers, television,
radio, computer data bases, journals, and otheceswf widely circulated information (unless sitformation has become publicly available due tm€ldtants breach of his obligations under this Agreeme®tnsultan
shall not, without the prior written consent of FM# any time, whether during or after the ternthis Agreement, communicate or divulge any suchfidential Information to anyone other than FMS assdAffiliates
and/or persons designated by FMS. All recordss fittawings, documents, notes, programs, equiparehthe like relating to the business or activiteEMS or its Affiliates which Consultant shallgpare or use or come
into contact with shall be and remain the sole prgpof FMS or its Affiliates, as the case may li€onsultant is required to divulge any Confidahtnformation by a court order or other governraédirective,
Consultant shall first inform FMS of the court orade governmental directive in sufficient time termit FMS to contest such court order or governmailetitective or to seek protective orders concegriire handling of
such Confidential Information. Consultant agrees #MS and its Affiliates will suffer irreparableim which cannot be adequately compensated by mgng@amages if Consultant breaches the confidégtjalovisions ir
this Article and Consultant therefore agrees ttMSFand its Affiliates shall be entitled to injunatirelief in the event of a threatened breach efatnfidentiality provisions of this Article by Csmltant without the necess
of posting a bond or other security (unless otheewequired by nc-waivable applicable law

10.Duty to Indemnify. FMS shall indemnify, defend and hold harmlessstitant from and against any and all costs, lodisdslities, damages, lawsuits, deficienciesjmiand expenses, including without limitati
interest, penalties, costs of litigation, and otlbsses, reasonable attorneys’ fees and all ampaidsin investigation, defense or settlement gf @inthe foregoing (collectively, the “ Damaggsincurred in connection
with, arising out of, resulting from or incidentamy provision of Services under this Agreementyvided, howevethat FMS shall have no duty under this section wépect to (i) Damages resulting from Consultant’s
gross negligence or intentional or willful miscortior (ii) medical malpractice claims of the typkisoh are excluded from coverage under FNi&ility insurance policies. If FMS acknowledgéesduty of indemnificatio
under this section with respect to any third partit, demand or claim against Consultant, FMS diekntitled to select counsel to handle the defefisuch matter and shall be entitled to settid snatter without
Consultant’s consent if the settlement settlesatitanding claims against Consultant relatindghéostubject matter of the suit, demand or claimaardnot reasonably be expected to expose Constdtadditional suits,
demands or claim:

11. Code of Business EthicsConsultant represents and warrants that hedvaswed the Ethics and Business Conduct Policyg of which is attached to this Agreement) anceagithat he will comply in all respects with
such policy, as such may be updated from timente tin all matters relating to this Agreement aigdgnovision of Services to FMS and its AffiliateBEMS may revise the Ethics and Business ConduatyPat any




time. If FMS revises the Ethics and Business Coh&wolicy, FMS shall provide the revised policyGonsultant

12. Notices. Any notice required to be given under this Agneet shall be in writing and shall be deemed tceHasen effectively given (i) when personally deled or (ii) five
working days after being sent by registered orifoedtair mail, postage prepaid and return recegguested, in each case addressed as fol

If to FMS:

Richard C. Adkerso

Chairman of the Board, FM Servic

c/o Freepo-McMoRan Copper & Gold Inc
1 North Central Avenu

Phoenix, Arizona 8500

If to Consultant

Dr. J. Taylor Whartoi

1332 Milford Stree
Houston, Texas 770

Or to an alternate address which is specified bice@iven as aforesai

13.Disputes. The parties agree that any disputes arisingbtltis Agreement which cannot be amicably resolsieall be brought before the Federal District Cémrthe Eastern District of Louisiana or, if fedEjurisdiction
is not available, in the District Courts of Orleamslefferson Parish, Louisiana, U.S.A. Each phereby consents to the exclusive jurisdiction @ saurts over all disputes arising out of this égment and agrees that
service of process in any manner authorized by aaidt shall be sufficient for all purpost

14.Entire Agreemen. This Agreement constitutes the entire understanaf the parties with respect to the provisiorSefvices by Consultant and, as the Effective Datpersedes all prior written and oral agreem:
understandings, representations or commitmentadyparties with respect to such Services. Thisegrent may not be amended, modified or alteredpgxea written agreement executed by the pargestb.

15.Governing Law. This Agreement shall be governed by and condtiu@ccordance with the laws of the State of Liamia, U.S.A

(signature page follows)




IN WITNESS WHEREOF, the parties have caused thissdment to be executed as of the date first aboiten

FM SERVICES COMPANY

By: /sl Richard C. Adkerso

Name: Richard C. Adkerso

Title Chairman of the Boar
CONSULTANT:

By: /sl Dr. J. Taylor Wharto

Name: Dr. J. Taylor Whartot







Exhibit 10.57

Executive Employment Agreement

This Executive Employment Agreement (“Agreemengjeen Freeport-McMoRan Copper & Gold Inc., a Delencorporation (the “Company”), and Richard C. Adlon (the “Executive”) is dated effective as of
January 29, 2008 (the “Agreement Date”).

WITNESSETH:
WHEREAS, the Executive currently serves as an effaf the Company;
WHEREAS, pursuant to the terms of this Agreemém@,Gompany desires to retain the services of the e and the Executive desires to continue ¢wige services to the Company;

WHEREAS, during the course of providing servicethis Company, the Executive has or will have rezgtigxtensive and unique knowledge of, experieneamihaccess to resources involving, the Mining Bess
(as defined below) at a substantial cost to the @y, which Executive acknowledges has enhancedhstantially will enhance Executive’s skills antblvledge in such business;

WHEREAS, during the course of providing serviceghis Company, Executive has had and will contimuleatve access to valuable oral and written infolmnaknowledge and data relating to the business an
operations of the Company and its subsidiariesishadn-public, confidential or proprietary in negland is particularly useful in the Mining Busispand

WHEREAS, in view of the opportunities provided netCompany to Executive, the cost thereof to the@any, and the need for the Company to be protegaihst disclosures by Executive of the Compaagt
its subsidiaries’ trade secrets and other non-pubtinfidential or proprietary information, the Cpamy and Executive desire, among other thingstdhipit Executive from disclosing or utilizing, aide the scope of his
employment with the Company, any non-public, cosritial or proprietary information, knowledge andadeelating to the business and operations of thi2ny or its subsidiaries received by Executivenduthe course of
his employment, and to restrict the ability of Extdee to compete with the Company or its subsiémfor a limited period of time.

NOW, THEREFORE, for and in consideration of thetémred employment of Executive by the Company dedpiayment of salary, benefits and other comperséti Executive by the Company, the parties hereto
agree as follows:




Article |
Employment Capacity

1. Capacity and Duties of Executive. The Executive is employed by the Company to resdevices on behalf of the Company as PresidehCirief Executive Officer. The Executive will penfn
such duties as are assigned to the individual hglte title or titles held by him from time to #nn the Company’s By-laws and such other dutiemag be prescribed from time to time by the Chairrofithe Board or the
Company'’s Board of Directors (the “Board”), whichtigs shall be consistent with the position of Riest and Chief Executive Officer.

2. Term. The term of this Agreement (the “Employment Teymfll commence on the Agreement Date and will eegianuary 1, 2012; subject to extension as prdvidrticle V, Section 3(a) in the
event of a Change of Control (as defined in Arti¢|eSection 2), and subject to any earlier terniorabf Executive’s employment pursuant to this Agrent. Commencing on January 1, 2012, and eaciadah®thereafter,
the Employment Term will automatically be extendedone additional year unless not later than Aadusf the immediately preceding year, the CorpoRérsonnel Committee has given written noticééoBxecutive that it
does not wish to extend this Agreement.

3. Devotion to Responsibilities. The Executive will devote significant businessdito the business of the Company, will use his &késrts to perform faithfully and efficiently hiduties under this
Agreement, and will not engage in or be employeay other business; provided, however, that ngthigrein will prohibit the Executive from (a) sergias an officer and director of McMoRan Explorati@o.
(“McMoRan”), FM Services Company or any of theifilétes or successors, (b) serving as a memb#reoboard of directors, board of trustees or tke &if any for-profit or non-profit entity that doeet compete with the
Company, or performing services of any type for aiwjc or community entity, whether or not the Exgéee receives compensation therefor, (c) investiisgassets in such form or manner as will requirenore than nominal
services on the part of the Executive in the opematf the business of the entity in which suchesstment is made, or (d) serving in various capeitiith, and attending meetings of, industry adeérgroups and associations,
as long as the Executive's activities permittectlapses (a), (b), (c) and (d) above do not matgr@aid unreasonably interfere with the ability loé tExecutive to perform the services and dischtirgeesponsibilities required
of him under this Agreement. Notwithstanding cka(s) above, the Executive may not, without therap@l of the Corporate Personnel Committee of tharB, beneficially own 5% or more of the equityeirgsts of a busine
organization required to file periodic reports wittie Securities and Exchange Commission underébar8ies Exchange Act of 1934 (the “Exchange Aotfer than the Company or McMoRan, and the Exeeutiay not
beneficially own more than 2% of the equity intésasf any business organization that competes th@hCompany. For purposes of this paragraph, ‘fi¢ally own” has the meaning ascribed to that tennRule 13d-3 under
the Exchange Act.




Article 1l
Compensation and Benefits

1. Salary. The Company will pay the Executive a salary (‘@&mlary”) at an annual rate per fiscal year of@benpany (“Fiscal Year”) of $2,500,000, which vk payable to the Executive in equal
semi-monthly installments. Base Salary may be ttehio the Executive on behalf of the Company mfiiliate of the Company.

Bonus. The Executive will be eligible to receive an aahimcentive bonus (the “Bonus”), payable, if df ahly with respect to services that the Execupvavides to the Company. Any Bonus will
be determlned accrued and paid in accordancethétterms of the Company’s 2005 Annual IncentivenPas amended, or any incentive or bonus compengaan that is a successor or substitute theréiat covers certain
individuals designated by the Corporate Personoeti@ittee of the Board (the “Committee”). The Ext@eriacknowledges and agrees that this Sectionp@$es no obligation on the Company to award any®omthe
Executive.

3. Award of Restricted Stock Units. Effective on the Agreement Date or as otherwiswiged by resolution of the Corporate Personneh@ittee of the Compang’Board of Directors approving su
grant, Executive shall receive 200,000 restrictedksunits on the terms and conditions set forth nestricted stock unit agreement entered intovésext the Company and the Executive, the form otlis attached hereto as
Exhibit A.

4. Equity Awards and Long-Term Performance Units. The Executive will continue to be eligible to peipate in all short-term and long-term equity avah-equity incentive plans in which the
Executive currently participates or which may bfe#d in the future to the most senior executivieh® Company.

5. Vacation. The Executive will be entitled to paid vacatiordaolidays as provided to executives of the Compgmerally.

6. Indemnification and Insurance. In accordance with the Company’s Certificatermfdrporation, the Company will indemnify the Exeeetf to the fullest extent permitted by applicattie law, for

any and all claims brought against him arisinghistservices to the Company and its subsidiariesddition, the Company will continue to maintainlirectors’ and officers’ insurance policy coverihe Executive
substantially in the form of the policy in existenes of the Agreement Date to the extent suchyuodimains available at reasonable commercial terms.

7. Other Benefits. The Executive will continue to be entitled to ladinefits and perquisites presently provided to tirgenerally to the most senior executives ofGbenpany and be eligible to
participate in and receive all benefits under welfaenefit plans, practices, policies and progréinduding, without limitation, medical, prescripti, dental, disability, employee life, group litecidental death and travel
accident insurance plans and programs) availalriergély to the most senior executives of the Congpan

8. Expenses. The Executive will be entitled to receive promgitmbursement for all reasonable business expgims#sding food, transportation, entertainment &dhing)




incurred from time to time on behalf of the Compamyhe performance of his duties, upon the pregent of such supporting invoices, documents anah$oas the Company reasonably requests.
Article 11l
Termination of Employment
1. Death. The Executive's status as an officer and emplayiléerminate immediately and automatically uptbe Executive’s death.
2. Disability. The Company may terminate Executive’s statumasfficer and employee for “Disability” as follows:

(a) If the Executive has a disability teatitles him to receive benefits under the Compsigng-term disability insurance policy in effettlae time either because he is Totally Disabled or
Partially Disabled, as such terms are definedénG@bmpany’s policy in effect as of the AgreementeDar as similar terms are defined in any successlicy, then the Company may terminate Executisgagus as an officer
and employee effective on the first day on whiah Executive receives a payment under such policgridhe first day that he would be so eligiblehéfhad applied timely for such payments).

(b) If the Company has no long-term disgpjlan in effect, and if (i) because of physicalmental illness the Executive is rendered inclpabsatisfactorily discharging his duties and
responsibilities under this Agreement for a ped@0 consecutive days and (ii) a duly qualifieggibian chosen by the Company and reasonably aadleptp the Executive or his legal representatbeesertifies in writing,
the Board will have the power to determine thatEecutive has become disabled. If the Board makeh a determination, the Company will have thetinaing right and option, during the period thatls disability
continues, and by notice given in the manner pewith this Agreement, to terminate the status afdbitive as an officer and employee. Any such teation will become effective 30 days after suchiaeobf termination is
given, unless within such 30-day period, the Exgeutecomes capable of rendering services of theacter contemplated hereby (and a physician chogéne Company and reasonably acceptable to theufixe or his
legal representatives so certifies in writing) admel Executive in fact resumes such services.

(c) The “Disability Effective Date” will man the date on which termination of Executive'sustas an officer and employee becomes effectiegtaDisability.
3. Cause. The Company may terminate the Executive’s statuan officer and employee for “Cause,” which iiral as follows:
(a) The Executive’s willful and continuedllfire to perform substantially the Executive'sidsitwith the Company or its affiliates (other thary such failure resulting from incapacity due to

physical or mental illness), after a written demédsubstantial performance is delivered to thedtstive by the Board, which specifically identifiis® manner in which the Board believes that theckive has not
substantially performed the Executive’s duties;




(b) The Executive’'s material breach of thgreement after a written demand is deliveredheoExecutive by the Board, which specifically idfie$ the manner in which the Board believes that
the Executive has materially breached this Agreemen

(c) The final conviction of the Executivean entering of a guilty plea or a plea of no eshby the Executive to a felony;

(d) Unauthorized acts or omissions by thedttive that could reasonably be expected to canagerial financial harm to the Company or matéridisrupt Company operations;
(e) The Executive’s commission of an aatlishonesty (even if not a crime) resulting in @meichment of the Executive at the expense of the@ny; or

) The Executive’s knowing falsificatiom knowing attempted falsification of financial reds of the Company in violation of SEC Rule 13b2-1.

For purposes of this provision, no act or failwett, on the part of the Executive, will be coesétl “willful” unless it is done, or omitted to bene, by the Executive in bad faith or without as@nable belief that the act or
omission was in the best interests of the Compauitg affiliates. Any act, or failure to act, basen authority given pursuant to a resolution cadgppted by the Board, the instructions of a morgosefficer of the Company
or the advice of counsel to the Company or itdiaféis will be conclusively presumed to be donegpmitted to be done, by the Executive in good faitl in the best interests of the Company or fisaaés. The termination «
employment of the Executive will not be deemedéddr Cause unless and until there has been detiterthe Executive a copy of a resolution dulyped by the affirmative vote of not less than thge@rters of the entire
membership of the Board at a meeting of the Boaliéd and held for such purpose (after reasonattieenis provided to the Executive and the Exeeuisvgiven an opportunity, together with counsebe heard before the
Board), finding that, in the good faith opiniontbe Board, the Executive has engaged in any ofdneluct described in subparagraphs (a) throughkb@ye, and specifying the particulars of such coehdu

4. Good Reason. The Executive may terminate his status as anerffind employee for “Good Reason,” which is defias follows:
(a) Any failure by the Company or its affies to comply with any of the provisions of thAigreement (including, but not limited to, the faéuo provide the Executive with the position seth
in Article I, Section 1 and, at a minimum, the B&sdary set forth in Article 11, Section 1), othtean an isolated, insubstantial and inadvertehiriainot occurring in bad faith that is remediedhivi 10 days after receipt by the
Company of written notice thereof from the Execetfior

(b) The assignment to the Executive of dmfes inconsistent in any material respect witledive's position (including status, offices,ditland reporting requirements), authority, duties o
responsibilities as contemplated by this Agreemanany other action that results in a diminutinrsiich position, authority, duties or responsietif excluding for this




purpose an isolated, insubstantial and inadvesetibn not taken in bad faith that is remedied inittO days after receipt by the Company of writtetice thereof from the Executive.
(c) Following a Change of Control, as defirin Article V hereof, “Good Reason” will also lnde:

(0] Any failure of the Company to provideetExecutive with the position, authority, dutiesl aesponsibilities at least commensurate in ateni respects with the most significant of
those held, exercised and assigned at any timaglthie 120-day period immediately preceding thenghaof Control. Executive’s position, authoritytiés and responsibilities after a Change of Cdistrall not be
considered commensurate in all material respedts Bxecutive’s position, authority, duties and @sgbilities prior to a Change of Control unlesteathe Change of Control the Executive holds arnvedent position in the
Company;

(i) The Company or its affiliates requiritige Executive to be based at any office or locatitirer than the office or location where Executitees employed immediately preceding the
Change of Control, or requiring the Executive avél on business to a substantially greater exiemt required immediately prior to a Change of @anor

(iii) Any failure by the Company to comply tiand satisfy Article VIII, Sections 1(c) and @f)this Agreement.
Any determination of “Good Reason” made by the Exiee in good faith and based upon his reasonaddieftand understanding shall be conclusive.

5. Termination by the Company. In addition to termination for death, Disability Cause, the Company may at any time terminat&xieeutives status as an officer and employee for any reaséor
no reason at all.

6. Retirement. In addition to termination for death or Good Reashe Executive may at any time retire and teateirhis status as an officer and employee. “Ratrg” (and variants thereof) for
purposes of this Agreement is defined as the Exezatvoluntary termination of his status as ariceff and employee at any time after reaching agé®4shall not include a termination for Good Reas

7. Notice of Termination; Termination Date.

(a) Other than as a result of the deatBxafcutive, any termination of Executive’s statusia®fficer and employee shall be communicatetiéaother party by Notice of Termination given in
accordance with Article VIII, Section 2 of this Aggment. For purposes of this Agreement, a “NaifcEermination” means a written notice that (i) icates the specific termination provision in thigrAement on which the
party relies, (ii) to the extent applicable, detsh in reasonable detail the facts and circuntstarclaimed to provide a basis for termination urnide provisions so indicated and (jii) if the Témation Date (as defined below)
is other than the date of receipt of such notipec#ies the Termination Date. The Company’s failto set forth in the Notice of Termination angtfar circumstance that contributes to a showinBishbility or Cause will
not negate the effect of the notice nor waive




any right of the Company or preclude the Compaagnfasserting such fact or circumstance in enfortiegCompany’s rights.

(b) “Termination Date” means, if Executigestatus as an officer and employee is terminafdxy feason of Executive’s death, the date of Exee’s death, (ii) by reason of Disability, the
Disability Effective Date, (iii) by the Company @hthan by reason of death or Disability, the adtdelivery of the Notice of Termination or anydatate specified in the Notice of Termination, evthdate will not be more
than 30 days after the giving of the notice, of liy the Executive other than by reason of dehthdate of delivery of the Notice of Terminationeory later date specified in the Notice of Termipatwhich date will not be
more than 30 days after the giving of the notice.

Article IV
Obligations upon Termination

1. Separation from Service. No payments or benefits provided herein that are Ipacause of a termination of employment undeucitstances described herein shall be paid, unlesstsrmination o
employment also constitutes a “separation fromisetwvithin the meaning of Section 409A of the Imtal Revenue Code of 1986, as amended (the “Cadfel’the regulations and guidance issued thereiff@ection
409A").

2. Death, Disability, or Retirement. If (A) the Executive’s status as an officer amgpéoyee is terminated by reason of the Executideath or Retirement, or (B) the Company termintites
Executive’s status as an officer and employee bgae of Executive’s Disability then, subject to sitemonth delay set forth in Article VIII, Sectidd, if applicable,:

(a) The Company will pay the Executive & legal representatives the amount of the ExeelgtiBase Salary earned through the Termination [etiee extent not previously paid (the
“Accrued Obligations”);

(b) No later than sixty (60) days followittee end of the fiscal quarter during which therilimation Date occurs, the Company will pay to thkedttive or his legal representatives a pro rata
bonus in an amount determined by calculating theubdhat the Executive would receive for the Fitedr in which the Termination Date occurs baseshupe level of achievement of the applicable penmce goals
through the end of the fiscal quarter in which Tieemination Date occurs, annualized as if suchllef’performance had continued throughout the erfiiscal Year and then multiplying such bonus ambyrthe fraction
obtained by dividing the number of days in the ytbaough the Termination Date by 365 (the “Pro R&taus”);

(c) The Company will pay or deliver, as agpiate, all other benefits due to Executive parg to any employee benefit plans and incentimepmaintained by the Company or its subsidiaries
with respect to services rendered by the Execuytiigr to the Termination Date; and

(d) In the case of Executive’s Retirement, f@esiod commencing on the Termination Date and endmthe earlier of (i) the third anniversary lo¢ fTermination Date, or (ii) the date that the Extiee
accepts new employment (the “Continuation Perioitiig,




Company will at its expense maintain and adminiethe continued benefit of Executive all inswarand welfare benefit plans in which Executive ematitled to participate as an employee of the Camypas of the
Termination Date, except medical reimbursement fitsnender the Company’s flex plans, provided tEgécutive’s continued participation is possible einthe general terms and provisions of such pladsadl applicable
laws. If the Executive is a “specified employeeVgrned by Article VIII, Section 14, to the extéhat any benefits provided to the Executive untier Article IV, Section 2(d) are taxable to the Exgve, then, with the
exception of nontaxable medical insurance benéfitsyalue of the aggregate amount of such taxatefits provided to the Executive pursuant to #rttcle IV, Section 2(d) during the six month patifollowing the
Termination Date shall be limited to the amountcsied by Section 402(g)(1)(B) of Code for the y@awhich the termination occurred. The Execushell pay the cost of any benefits that exceeditheunt specified in the
previous sentence during the six month period Yalhg the date of termination, and shall be reimbdris full by the Company during the seventh maafter the Termination Date. The coverage and lisn@ficluding
deductibles and costs) provided under any suchfib@fen in accordance with this paragraph during €ontinuation Period will be no less favorabl&xecutive than the most favorable of such covesagel benefits as of
the Termination Date. If Executive's participationany such benefit plan is barred or any suctefieplan is terminated, the Company will use comeialy reasonable efforts to provide Executivehndibmpensation or
benefits substantially similar or comparable inueafo those Executive would otherwise have beeitiezhto receive under such plans. At the enchef@ontinuation Period, the Executive will have ¢ipéion to have assigned
to him, at no cost and with no apportionment ofpid premiums, any assignable insurance owneddZdmpany that relates specifically to the Exeeutiubject to the general terms and provisiorte@plans and all
applicable laws, the Executive will be eligible fmverage under the Company'’s retiree medical pighe Consolidated Omnibus Budget Reconciliatiah ACOBRA”) at the end of the Continuation Periodearlier
cessation of the Company'’s obligation under thedoing provisions of this paragraph.

To the extent that the amounts payable under tHisl& IV, Section 2(d) are reimbursements and ogieparation payments described under Treasuryl&ems Section 1.409A-1(b)(9)(v), such paymentsidb
provide for the deferral of compensation. If thigyconstitute deferral of compensation governe®&égtion 409A, they shall be deemed to be reimbuesésor in-kind benefits governed by Treasury Ratijhs Section
1.409A-3(i)(1)(iv). If the previous sentence appli(i) the amount of expenses eligible for reinsburent or in-kind benefits provided during the Exee’s taxable year shall not affect the experediggble for reimbursement
or in-kind benefits in any other taxable year, tfiig reimbursement of an eligible expense must &aenon or before the last day of the Executivetaltée year following the taxable year in which gense was incurred and
(iii) the right to reimbursement or in-kind bensfghall not be subject to liquidation or exchargeahother benefit.

3. Cause. If the Company terminates the Executive’s statian officer and employee for Cause, the Compalhpay to the Executive the Accrued ObligationEhe Company will have no further
obligation to the Executive other than for obligas imposed by law and obligations for any beneliits the Executive pursuant to any employee beplefits




and incentive plans maintained by the Companysosubsidiaries with respect to services renderettidyExecutive prior to the Termination Date.

4. Termination by Executive for Good Reason or by Comany for Reasons other than Death, Disability or Case. If the Executive terminates his status as arceffand employee for Good Reason
or the Company terminates the Executive’s statmasfficer and employee other than for death, Biigg or Cause, then subject to the six-month gelat forth in Article VIII, Section 14, if applitée:
(a) The Company will pay to the Executive #eerued Obligations and the Pro Rata Bonus;
(b) Within twenty (20) business days of thermiination Date, the Company will pay to the Exa@iin a lump sum in cash an amount equal to ttinees the sum of (i) the Executive’'s Base Salary

in effect at the Termination Date and (ii) averafiéhe Bonuses paid to the Executive for the immatedly preceding three Fiscal Years , not including premium received in connection with Executiyggsticipation in any
restricted stock program offered by the Company;

(c) All stock options will become immediatadyercisable as of the Termination Date and withain exercisable until the expiration date spedifiethe applicable notice of grant of nonqualified
stock option;

(d) All restricted stock units granted to feecutive, except the restricted stock units grdmursuant to Article Il, Section 3 herein, witlst as of the Termination Date to the extent nevipusly
vested and will convert to common stock of the Camyp provided any applicable performance conditivenge been met as of the Termination Date;

(e) The Executive's performance units unter€ompany’s Longerm Performance Incentive Plan will be creditethwie annual earnings per share or net loss peeghs defined in the plan)
the Fiscal Year in which the Termination Date oscamd all amounts credited to the Executive’s parémce unit account will be fully vested and wi# paid out within 60 days of the end of the Fistaér in which the
Termination Date occurs;

The Company will pay or deliver, as apmiate, all other benefits due the Executive punstiaany employee benefit plans maintained byGbmpany or its subsidiaries with respect to sessice
rendered by the Executive prior to the Terminafate; and

(9) For the Continuation Period, the Compshall at its expense maintain and administer fercibntinued benefit of Executive the benefits piledi for under Article IV, Section 2(d).
5. Resignation from Boards of Directors. If Executive is a director of the Company andérigployment is terminated for any reason other tleath, the Executive will, if requested by the @amy,

immediately resign as a director of the Companyitnsgubsidiaries. If such resignation is not reee within 20 business days after the Executivealty receives written notice from the Companyuesting the resignations,
the Executive will forfeit any right to receive apgyments pursuant to this Agreement.




Article V
Change of Control
1. Applicability. In the event that a Change of Control occurs duttiegEmployment Term, then the provisions of thiicle V shall be applicable.
2. Definition of Change of Control.
(a) “Change of Control” means (capitalized temos otherwise defined will have the meanings asdfito them in paragraph (b) below):

(i)  the acquisition by any Person together withAiliates of such Person, of Beneficial Owneistof the Threshold Percentage or more; providewever, that for purposes of this Article V,
Section 2(a)(i), the following will not constitueeChange of Control:

(A) any acquisition (other than a “Business Camalibn,” as defined below, that constitutes a CleasfgControl under Article V, Section 2(a)(iii) leeaf) of Common Stock directly from
the Company,

(B) any acquisition of Common Stock by the Companits subsidiaries,

(C) any acquisition of Common Stock by any empkpenefit plan (or related trust) sponsored ontaaied by the Company or any corporation or oémeity controlled by the
Company, or

(D)  any acquisition of Common Stock pursuant Buainess Combination that does not constitute@@é of Control under Article V, Section 2(a)(ligreof; or
(i) individuals who as of the effectivetdaf this Agreement, constitute the Board (thetimbent Board”) cease for any reason to constituteast a majority of the Board; provided,
however, that any individual becoming a directdrsmquent to the effective date of this Agreemerdsetelection, or nomination for election by the @amy’s shareholders, was approved by a vote @@t la majority of the
directors then comprising the Incumbent Board ballconsidered a member of the Incumbent Boardssrglech individual’s initial assumption of officeanrs as a result of an actual or threatened efectintest with respect
to the election or removal of directors or any othetual or threatened solicitation of proxies engents by or on behalf of a Person other thaintwenbent Board; or
(iii) the consummation of a reorganizatiorerger or consolidation (including a merger orsmigation of the Company or any direct or indirsgbsidiary of the Company), or sale or
other disposition of all or substantially all oethssets of the Company (a “Business Combinatiam8ach case, unless, inmediately following suaBiBess Combination:
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(A) the individuals and entities who were the Benefi@waners of the Company Voting Stock immediatelippto such Business Combination have direct oiréud Beneficia
Ownership of more than 50% of the then outstandiges of common stock, and more than 50% of thbizeed voting power of the then outstanding vosegurities entitled to vote generally in the elmec®f directors, of
the Company, and

(B) no Person together with all Affiliatessuch Person (excluding the Company and any eraplbenefit plan or related trust of the Compangror subsidiary of the
Company) Beneficially Owns 30% or more of the tbetstanding shares of common stock of the Compa®@p% or more of the combined voting power of thert outstanding voting securities of the Company, a

©) at least a majority of the membershef board of directors of the Company were membkttseolncumbent Board at the time of the executbthe initial agreement, and
of the action of the Board, providing for such Buess Combination; or

(iv) approval by the shareholders of the Camypof a complete liquidation or dissolution of thempany.
(b) As used in this Section 2 and elsewirethis Agreement, the following terms have theamiags indicated:
(0] Affiliate: “Affiliate” means a Persothat directly, or indirectly through one or moréemmediaries, controls, or is controlled by, ouigler common control with, another specified

Person.

(ii) Beneficial Owner: “Beneficial Owne(and variants thereof), with respect to a secunitgans a Person who, directly or indirectly (thfoagy contract, understanding, relationship
or otherwise), has or shares (A) the power to vantelirect the voting of, the security, and/or (B¢ power to dispose of, or to direct the dispositf, the security.

(iii) Company Voting Stock: “Company Votirgtock” means any capital stock of the Companyithtien entitled to vote for the election of dist

(iv) Majority Shares: “Majority Sharesieans the number of shares of Company Voting Stuatkcould elect a majority of the directors of @empany if all directors were to be electe
a single meeting.

(v) Person: “Person” means a natural pecsamntity, and will also mean the group or syndicateated when two or more Persons act as a syadicather group (including without

limitation a partnership, limited partnership, joirenture or other joint undertaking) for the pusp®f acquiring, holding, or disposing of a seguetxcept that “Person” will not include an undetartemporarily holding a
security pursuant to an offering of the security.

(vi) Threshold Percentage: “Threshold Perageitaneans 30% of all then outstanding Common Stock.
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3. Effect.

Upon a Change of Control, the Employment Term dedvienefits provided by Article Il hereof shall auatically continue following such Change of Cohfar a period equal to the then remaining Emplogtme
Term or three years from the Change of Control, whichever peisddnger, subject to any earlier termination okEutive’s status as an employee pursuant to thiséxgent.

4. Obligations upon Termination Following a Change ofControl.
(a) Death, Disability or Retirementf, after a Change of Control and during the Esyment Term, (i) the Executive’s status as anceffiand employee is terminated by reason of the
Executive’s death, (ii) the Company terminatesERecutive’s status as an officer and employee hgoe of Executive’s Disability, or (iii) the Exebte Retires and terminates his status as an ofindremployee, then the
Company shall pay to the Executive the benefitsmaydnents provided for in Article 1V, Section 2pgect to the six-month delay set forth in Articlélly Section 14, if applicable.

(b) Cause If, after a Change of Control and during the Esyment Term, the Executive’s status as an offared employee is terminated by the Company for GahseCompany shall pay to
the Executive the benefits and payments provideéhfévrticle IV, Section 3.

(c) Termination by Executive for Good Raaso by Company for Reasons other than Death, Disabr Cause. If, after a Change of Control and during the Esgment Term, the Executive
terminates his status as an officer and employe€&émd Reason, or the Company terminates the Exetsistatus as an officer and employee other tbadeath, Disability or Cause, then, subject ®sfx-month delay set
forth in Article VIII, Section 14, if applicable,:

(0] The Company shall pay to the Executive fitcrued Obligations and the Pro Rata Bonus;

(ii) Within twenty (20) business days of therfhination Date, the Company shall pay to the Etteein a lump sum in cash an amount equal to ttirees, the sum of (A) the Executive's
Base Salary in effect at the Termination Date &)dife highest bonus paid to the Executive for ahthe immediately preceding three Fiscal Years,mduding any premium received in connection vifie Executive’s
participation in any restricted stock program offitby the Company;

(iii) The Company will pay or deliver, as appriate, all other benefits due the Executive panstio any employee benefit plans and incentivasphaaintained by the Company or its
affiliated companies with respect to services reedéy the Executive prior to the Termination Dated

(iv) For the Continuation Period, the Compahgll at its expense maintain and administer ferciintinued benefit of Executive the benefits pdedi for under Article 1V, Section 2(d).
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(d) Resignation from Board of Directorsf the Executive is a director of the Companyl &iis status as an officer and employee is terrachfdr any reason other than death, the Execulia8,
if requested by the Company, immediately resiga dsector of the Company and its subsidiariesutth resignation is not received within 20 bussrdesys after the Executive actually receives writtetice from the
Company requesting the resignation, the Executied forfeit any right to receive any payments puanst to this Agreement.

(e) Nondisclosure, Noncompetition and Pietary Rights. The rights and obligations of the Company amdERecutive contained in Article VI hereof shalhtiaue to apply after a Change of
Control.
5. Excise Tax Provision.
(a) Notwithstanding any other provisionshittAgreement, if a Change of Control occurs dutheyoriginal or extended term of this Agreememthie event that any of the payments or benefits

received or to be received by or attributable smHExecutive in connection with the Change of Cdrirdhe Executive’s termination of employment daidguage from Ruddy(whether pursuant to the terms of this Agreement
or any other plan, arrangement or agreement wélCihmpany, any Person whose actions result in agehaf Control or any Person affiliated with then@mny or such Person) (all such payments and henieftluding the
payments and benefits under Article V, Section #@eof, but excluding any payment to be made unisio this Article V, Section 5, being hereinafteferred to as the “Initial Payments”) will be gedi (in whole or in part)
to an excise tax imposed by section 4999 of theeQmdany similar tax (the “Excise Tax”), the Compaiall pay to the Executive an additional amotimt (Gross-Up Payment”) such that the net amouairred by the
Executive, after deduction of (i) any Excise Taxtbe Initial Payments, (i) any federal, state &whl income and employment taxes on the Gross-aypriént, (iii) any Medicare tax on the Gross-Up Pegtnand (iv) the
Excise Tax on the Gross-Up Payment, shall be equhk Initial Payments. Notwithstanding the fareg provisions of this Article V, Section 5(a),tfshall be determined that the Executive is tito a Gross-Up
Payment, but that the present value as of theafatee Change of Control, determined in accordamitie Sections 280G(b)(2)(ii) and 280G(d)(4) of thede (the “Present Value')f the Initial Payments does not exceed 1
of the greatest Present Value of Initial Paymethist could be paid to the Executive such that éloeipt thereof would not give rise to any Excisa {the “Safe Harbor Cap”), then no Gross-Up Paynséall be made to the
Executive and the amounts payable to the Executider this Agreement shall be reduced to the maxiramount that could be paid to the Executive shahthe Present Value of the Initial Payments dm¢®xceed the Se
Harbor Cap. The reduction of the amounts payabteunder, if applicable, shall be made by reduttiegbenefits as elected by the Executive. Forgaep of reducing the Initial Payments to the Safebbir Cap, only
amounts payable under this Agreement (and no anliteal Payments) shall be reduced. If the recutf the amounts payable hereunder would nottrésal reduction of the Present Value of the Ihflayments to the Safe
Harbor Cap, no amounts payable under this Agreestait be reduced pursuant to this provision.

(b) For purposes of determining whether afthe Initial Payments will be subject to the BecTax and the amount of such Excise Tax, (ipfdhe Initial Payments shall be treated as
“parachute payments” (within the meaning of the €adhless, in the opinion of
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tax counsel (“Tax Counsel”) reasonably acceptablbé Executive and selected by the accountingfiith was, immediately prior to the Change of Gointhe Company’s independent auditor (the “Auditosuch
payments or benefits (in whole or in part) do mmistitute parachute payments, (ii) all “excess gauge payments” within the meaning of the Codeldi®treated as subject to the Excise Tax unled$ig opinion of Tax
Counsel, such excess parachute payments (in whatepart) represent reasonable compensation foices actually rendered (within the meaning of @wle) in excess of the “Base Amount” (within theaming set forth in
the Code) allocable to such reasonable compensati@re otherwise not subject to the Excise Ta#, @@i) the value of any noncash benefits or arfedred payment or benefit shall be determinecheyAuditor in accordan
with the principles of the Code. For purposesetednining the amount of the Gross-Up PaymentEtkecutive shall be deemed to pay federal incomataixe highest marginal rate of federal incomeatax in the calendar
year in which the Gro-Up Payment is to be made and state and local indases at the highest marginal rate of taxatiahénstate and locality of the Executive’s resigean the date of termination of the Executive’s
employment (or if there is no date of terminatitiign the date on which the Gross-Up Payment isilzkd for purposes of this Article V, Section 8t of the maximum reduction in federal income sawéich could be
obtained from deduction of such state and locadgax

(c) In the event that the Excise Tax is fiyndletermined to be less than the amount takenanémunt hereunder in calculating the Gross-Up Raynthe Executive shall repay to the Company,
within ten business days following the time that #mount of such reduction in the Excise Tax ialljndetermined, the portion of the Gross-Up Paynagmibutable to such reduction (plus that portidithe Gross-Up
Payment attributable to the Excise Tax and fedstate and local income and employment taxes imtposehe Gross-Up Payment being repaid by the Exexuo the extent that such repayment resulesrieduction in the
Excise Tax and a dollar-for-dollar reduction in teecutive’s taxable income and wages for purpo$ésderal, state and local income and employneexes, plus interest on the amount of such repayatet20% of the rate
provided in section 1274(b)(2)(B) of the Code).tHe event that the Excise Tax is determined te@est¢he amount taken into account hereunder inilegicg the Gross-Up Payment (including by reasioany payment the
existence or amount of which cannot be determinelestime of the Gross-Up Payment), the Compamyl shake an additional Gross-Up Payment in respestich excess (plus any interest, penalties oitiads payable by
the Executive with respect to such excess) withimtiusiness days following the time that the amofistich excess is finally determined. The Exeeutind the Company shall each reasonably coopeitit¢he other in
connection with any administrative or judicial peeclings concerning the existence or amount ofliialior Excise Tax with respect to the Initial Fagnts.

(d) Subject to the six-month delay set fanttrticle VIII, Section 14, if applicable, the Gss-Up Payment provided in this Article V, Sectibshall be made not later than the “Payment
Day.” The Payment Day shall be the tenth busidegsfollowing the date of termination, or, if thedeutive becomes entitled, before the Executiveipleyment is terminated, to a Gross-Up Payment utide Article V,
Section 5, then not later than the tenth businagdallowing the date as of which the present vafithe Initial Payments is calculated for purposkdetermining the amount of such Gross-Up Paymalutwithstanding the
preceding provisions of this Article V, Section j(idl the amount of the Gross-Up Payment
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cannot be finally determined on or before the Payribay, the Company shall pay to the Executiveh@nRayment Day an estimate, as determined in amecedwith Article V, Section 5(b), of the minimumaunt of the
Gross-Up Payment to which the Executive is cleariiitled and shall pay the remainder of the GropsPdyment (together with interest on the unpaidaiader at 120% of the rate provided in section 18)}2)(B) of the
Code) as soon as the amount thereof can be det=rirt in no event later than the thirtieth dagrafhe Payment Day. In the event that the amofititecestimated Gross-Up Payment so made exceedstbunt
subsequently determined to have been due, suclssball constitute a loan by the Company to thecHtive, payable on the tenth business day afteadd by the Company (together with interest at 120%e rate
provided in section 1274(b)(2)(B) of the Code). th¢ time that any Gross-Up Payment is made putsoahrticle V, Section 5(a) (and at the time thay additional Gross-Up Payment is made pursuahttiole V, Section 5
(c)), the Company shall provide the Executive veitivritten statement setting forth the manner inclvkiiny such payment was calculated and the basssifth calculations including, without limitaticamy opinions or other
advice the Company has received from Tax CourtselAuditor or other advisors or consultants (angsuch opinion or advice which is in writing shiadl attached to the statement). Notwithstandingodingr provision
hereof, the Gross-Up Payment (including any additi@sross-Up Payment made pursuant to Article \¢tiSe 5(c)) must be paid no later than the enchefdalendar year following the year in which theé&tive remits the
related taxes, as required by Treasury Regulaf@usion 1.409A-3(i)(1)(v).

Article VI
Nondisclosure, Noncompetition and Proprietary Righs
1. Certain Definitions. For purposes of this Agreement, the followingrtemwill have the following meanings:

(a) “Confidential Information” means any infoation, knowledge or data of any nature and in amgf(including information that is electronicallghsmitted or stored on any form of magnetic or
electronic storage media) relating to the pastesuror prospective business or operations of thm@any and its subsidiaries, that at the timeresi concerned is not generally known to personagedin businesses similar
to those conducted or contemplated by the Compadyta subsidiaries (other than information knowrshch persons through a violation of an obligatboonfidentiality to the Company), whether prodddy the Compar
and its subsidiaries or any of their consultanggenas or independent contractors or by Executive,vehether or not marked confidential, includingheut limitation information relating to the Compasor its subsidiaries’
products and services, business plans, businesssaims, processes, product or service researdidavelopment ideas, methods or techniques, migiimiethods and materials, and other operationaiedstor techniques,
quality assurance procedures or standards, opgnratotedures, files, plans, specifications, profspstawings, charts, graphs, support data, tradeets, supplier lists, supplier information, pasing methods or practices,
distribution and selling activities, consultantsports, marketing and engineering or other techsicalies, maintenance records, employment or peedalata, marketing data, strategies or technjdinsscial reports,
budgets, projections, cost analyses, price listsnfilae and analyses, employee lists, customerdscoustomer lists, customer source lists, prégmyecomputer software, and internal notes and manta relating to any of
the foregoing.
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(b) “Mining Business” means the exploratiorining, production, marketing and sale of metald are containing metals.

2. Nondisclosure of Confidential Information. Executive will hold in a fiduciary capacity fdre benefit of the Company all Confidential Inforinatobtained by Executive during Executis&mploymer
(whether prior to or after the Agreement Date) atiitluse such Confidential Information solely withihe scope of his employment with and for the esigle benefit of the Company. For a period of fpears after the
Termination Date, Executive agrees (a) not to comioaie, divulge or make available to any persoertity (other than the Company) any such Confidgmtiformation, except upon the prior written authation of the
Company or as may be required by law or legal m®cand (b) to deliver promptly to the Company @oyfidential Information in his possession, inchgliany duplicates thereof and any notes or otlwrds Executive has
prepared with respect thereto. In the event theptovisions of any applicable law or the ordeawy§ court would require Executive to disclose thieowise make available any Confidential InformafiExecutive will give th
Company prompt prior written notice of such reqdidésclosure and an opportunity to contest theireqent of such disclosure or apply for a protextivder with respect to such Confidential Inforratby appropriate
proceedings.

3. Limited Covenant Not to Compete. For a period of two years after the Terminatiate) Executive agrees that, with respect to eaate f the United States or other jurisdictionspecified portions
thereof, in which the Executive regularly (a) makestact with customers of the Company or anys$itbsidiaries, (b) conducts the business of thragaay or any of its subsidiaries, or (c) supervikesactivities of other
employees of the Company or any of its subsidiaead in which the Company or any of its subsiémengages in Mining Business as of the Termin&mte, including without limitation the counties 6&vapai, Gila,
Greenlee, Graham and Pima, all in the State ofohaz Grant, New Mexico, Clear Creek, Colorado, #wedcountries of Indonesia, Spain, Peru, ChiletardDemocratic Republic of the Congo (collectivehe “Subject
Areas”), Executive will restrict his activities Wwih the Subject Areas as follows:

(a) Executive will not, directly or indirtg, for himself or others, own, manage, operatatml, be employed in an executive, manageriaiugervisory capacity by, consult with, assist or
otherwise engage or participate in or allow hidl sknowledge, experience or reputation to be usezbnnection with, the ownership, management, atp@r or control of, any company or other busirerserprise engaged in
the Mining Business within any of the Subject Argamvided, however, that nothing contained hevéihprohibit Executive from making passive investnts as long as Executive does not beneficially mene than 2% of
the equity interests of a business enterprise exjagthe Mining Business within any of the Subjartas. For purposes of this paragraph, “bendfjotavn” will have the same meaning ascribed ta team in Rule 13d-3
under the Exchange Act;

(b) Executive will not call upon any custenof the Company or its subsidiaries for the pagpof soliciting, diverting or enticing away thesiness of such person or entity, or otherwise
disrupting any previously established relationshifsting between such person or entity and the Gmyppr its subsidiaries;
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(c) Executive will not solicit, induce, Inénce or attempt to influence any supplier, lesiessee, licensor, partner, joint venturer, pdéacquiree or any other person who has a business
relationship with the Company or its subsidiar@swho on the Termination Date is engaged in disicuns or negotiations to enter into a businessioalship with the Company or its subsidiaries, iszdntinue or reduce or
limit the extent of such relationship with the Caanp or its subsidiaries;

(d) Without the consent of the Company, d&xire will not make contact with any of the empgesg of the Company or its subsidiaries with whorhde contact during the course of his
employment with the Company for the purpose ofcitiig such employee for hire, whether as an emgdayr independent contractor, or otherwise disngpiich employee’s relationship with the Companigsosubsidiaries;
and

(e) Without the consent of the Company,dixiee further agrees that, for a period of oneryean and after the Termination Date, Executivéi mot hire any employee of the Company or its
subsidiaries as an employee or independent coatraehether or not such engagement is solicite&xsgcutive.

4. Nondisparagement. During and after the Employment Term, the Exiveuagrees to refrain from making any statementgsfeom taking any actions that disparage or coalikonably be expected to
harm the reputation of the Company and its subsédiar any of their directors, officers or emplegeand agrees that he will not voluntarily assisitherwise participate in any action or procegdindertaken by any other
person that disparages or could reasonably be tg&r materially harm the reputation of the Conypand its subsidiaries or any of their directofficers or employees. Similarly, the Company agrémt its directors and
officers shall refrain from making any statememntd &om taking any actions that disparage or coessonably be expected to harm the reputationeoExecutive and agrees that its directors andexfigvill not voluntarily
assist or otherwise participate in any action ocpeding undertaken by any other person that digearor could reasonably be expected to matehaliy the reputation of the Executive.

5. Injunctive Relief; Other Remedies. Executive acknowledges that a breach by Execuati@ections 2, 3 or 4 of this Article VI would caiimmediate and irreparable harm to the Compamnyificch
an adequate monetary remedy does not exist; hEmeeptive agrees that, in the event of a breathreatened breach by Executive of the provisionSeaftions 2, 3 or 4 of this Article VI, the Compamyl be entitled to
injunctive relief restraining Executive from suciohation without the necessity of proof of actuahthage or the posting of any bond, except as redjbiyenon-waivable, applicable law. Nothing heréiawever, will be
construed as prohibiting the Company from pursiaing other remedy at law or in equity to which them®any may be entitled under applicable law ineent of a breach or threatened breach of this éxgent by
Executive, including without limitation the recoyesf damages and/or costs and expenses, suchsamadde attorneys’ fees, incurred by the Comparg/rasult of any such breach or threatened brelchddition to the
exercise of the foregoing remedies, the Companlyhaile the right upon the occurrence of any sueladin to offset the damages of such breach as deestiiny the Company, against any unpaid salaryuforommissions ¢
reimbursements otherwise owed to Executive. ltiqdar, Executive acknowledges that the paymenisiged under Atrticle 1V are conditioned upon Exeee fulfilling any
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noncompetition and nondisclosure agreements caddamthis Article V1. If Executive at any time teaially breaches any noncompetition or nondisalesigreements contained in this Article VI, thea @ompany may
offset the damages of such breach, as determirely §y the Company, against payments otherwisetdixecutive under Atrticle IV or, at the Compangfstion, suspend payments otherwise due to Exexutider Article
IV during the period of such breach. Executiveramkledges that any such offset or suspension ahpays would be an exercise of the Company’s rigloffset or suspend its performance hereunder &xecutive’s breach
of this Agreement; such offset or suspension ofgeyts would not constitute, and shall not be charexed as, the imposition of liquidated damages.

6. Requests for Waiver in Cases of Undue Hardship.If the Executive should find that any of the liations in this Article VI impose a severe hardshiphis ability to secure other employment, then
the Executive may ask the Company to waive theifipddimitations before accepting employment thtierwise would be a breach of Executive’s obliyagiunder this Agreement. Such request must teiiimg and set
forth the name and address of the organization witith employment or another prohibited relatiopshisought and the position, duties or other #igivthat Executive seeks to perform, and thetlonaof performance. Tt
Company will consider the request and, in its slideretion, decide whether and on what conditiongrant such waiver.

7. Governing Law of this Article VI; Consent to Jurisdiction. Any dispute regarding the reasonableness ofdkermnts and agreements set forth in this Artidlenthe territorial scope or duration
thereof, or the remedies available to the Compamnany breach of such covenants and agreemeifitbevgoverned by and interpreted in accordanch thie laws of the State of the United States cemjtrisdiction in
which the alleged prohibited competing activitydisclosure occurs, and, with respect to each sisghute, the Company and Executive each hereby obts¢he jurisdiction of the state and federalrt®sitting in the releval
State (or, in the case of any jurisdiction outdlt United States, the relevant courts of suclsgliction) for resolution of such dispute, and aghee service of process may be made upon himioraiy legal proceeding
relating to this Article VI by any means allowedden the laws of such jurisdiction.

8. Executive’s Understanding of this Article. Executive hereby represents to the Company thatls read and understands, and agrees to be bputhe terms of this Article VI. Executive
acknowledges that the geographic scope and duratitire covenants contained in Article VI are thsult of arm’s-length bargaining and are fair asasonable in light of (a) the importance of thections performed by
Executive and the length of time it would take @@mpany to find and train a suitable replacemémtti{e nature and wide geographic scope of theatipes of the Company and its subsidiaries, (c)chttee’s level of contrc
over and contact with the business and operatibtfteedCompany and its subsidiaries in various flicsons where same are conducted and (d) thelatall facets of the Mining Business are condditig the Company and
its subsidiaries throughout the geographic areaevbempetition is restricted by this Agreementis lthe desire and intent of the parties that tioeipions of this Agreement be enforced to theeftliextent permitted under
applicable law, whether now or hereafter in effaud, therefore, to the extent permitted by appletdw, the parties hereto waive any provisionmflecable law that would render any provision agtArticle VI invalid or
unenforceable.
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Article VII
Binding Arbitration

Binding Agreement to Arbitrate. Any claim or controversy arising out of any pision of this Agreement (other than Article VI hefjeor the breach or alleged breach of any suchigian, will be
settled by binding arbitration administered by freerican Arbitration Association (the “AAA”) undéts National Rules for the Resolution of EmploymBiigputes as in effect at the time of the claincantroversy (the
“Rules”), and judgment on the award rendered byatiétrator(s) may be entered in any court havimgsgliction thereof.

Selection and Qualifications of Arbitrators. If no party to the arbitration makes a claim xeess of $1.0 million, exclusive of interest antateys’ fees, the proceedings will be conductedrieea
single neutral arbitrator selected in accordandh thie Rules. If any party makes a claim that edse$1.0 million, the proceedings will be condudietbre a panel of three neutral arbitrators seteot accordance with the
Rules.

3. Location of Proceedings. The place of arbitration will be in Phoenix, Asiza.

4. Remedies. Any award in an arbitration initiated under tAigicle VII will be limited to actual monetary dames, including if determined appropriate by theteator(s) an award of costs and fees to the
prevailing party. “Costs and fees” mean all reade pre-award expenses of the arbitration, inolgidirbitrator’s fees, administrative fees, travglenses, out-of-pocket expenses such as copyieghtene, witness fees and
attorneys’ fees. The arbitrator(s) will have nohauity to award consequential, punitive or otheméges not measured by the prevailing party’s Adarmages, except as may be required by statute.

5. Opinion. The award of the arbitrators will be in writingill be signed by a majority of the arbitratorsdawill include findings of fact and a statementloé reasons for the disposition of any claim.

Article VIII
Miscellaneous

1. Binding Effect.

(a) This Agreement will be binding upon andre to the benefit of the Company and any o$itscessors or assigns.

(b) This Agreement is personal to the Exigeuand will not be assignable by the Executivéhaiit the consent of the Company (there being figation to give such consent) other than such
rights or benefits as are transferred by will @& Baws of descent and distribution.

(c) The Company will require any successor to or agg@f (whether direct or indirect, by purchase,gegrconsolidation or otherwise) all or substahtiall of the assets of the Company (i)

assume unconditionally and expressly this Agreeraedt(ii) to agree to perform all of the obligasaimder this Agreement in the same manner ancetsatme extent as would have been required of thgp@oy had no
assignment or succession occurred, such
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assumption to be set forth in a writing reasonahlysfactory to the Executive. In the event of angh assignment or succession, the term “Compasiyised in this Agreement will refer also to suattessor or assign.

(d) The Company shall also require alltégithat control or that after the transactior waintrol (directly or indirectly) the Company amyasuch successor or assignee to agree to cabse to
performed all of the obligations under this Agreetsuch agreement to be set forth in a writingoeably satisfactory to the Executive.

2. Notices. All notices hereunder must be in writing and ssletherwise specifically provided herein, willdeemed to have been given upon receipt of delibgry(a) hand (against a receipt theref
(b) certified or registered mail, postage prepggtlirn receipt requested, (c) a nationally recogphiavernight courier service (against a receiptetiog) or (d) telecopy transmission with confirneatiof receipt. All such notices
must be addressed as follows:

If to the Company, to:
Freeport-McMoRan Copper & Gold Inc.
One North Central Avenue
Phoenix, Arizona 85004
Attention: Chairman of Corporate Personnel Conemsitt
If to the Executive, to:
Richard C. Adkerson
One North Central Avenue
Phoenix, Arizona 85004
or such other address as to which any party henegohave notified the other in writing.

Governing Law. This Agreement will be construed and enforceddeordance with and governed by the internal lawkeState of Delaware without regard to principdé conflict of laws, except
as expressly provided in Article VI above with respto the resolution of disputes arising undetherCompany’s enforcement of, Article VI of thigeement.

4. Withholding. The Executive agrees that the Company has thétagnithhold, from the amounts payable pursuarthis Agreement, all amounts required to be wikthlueder applicable income
and/or employment tax laws, or as otherwise statefbcuments granting rights that are affectedhiy Agreement.

5. Severability. If any term or provision of this Agreement or #ygplication thereof to any person or circumstaméi at any time or to any extent be invalid, g or unenforceable in any respect as

written, Executive and the Company intend for aoyrt construing this Agreement to modify or limitch provision temporally, spatially or otherwiseasoto render it valid and enforceable to the &tilextent allowed by
law. Any such provision that is not susceptiblesoth reformation will be ignored so as to notetfeny other term or
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provision hereof, and the remainder of this Agreetner the application of such term or provisiorp&rsons or circumstances other than those asitdthis held invalid, illegal or unenforceableilvnot be affected thereby
and each term and provision of this Agreement bellvalid and enforced to the fullest extent peexitby law.

6. Waiver of Breach. The waiver by either party of a breach of anwjsion of this Agreement will not operate or be soned as a waiver of any subsequent breach thereof

7. Remedies Not Exclusive. Except as provided in Article VII hereof, no resgespecified herein will be deemed to be such paexclusive remedy, and accordingly, in additiorali of the rights and
remedies provided for in this Agreement, the paniél have all other rights and remedies provittethem by applicable law, rule or regulation.

8. Legal Fees.

(a) Except as otherwise provided hereia,Gompany agrees to pay all legal fees and expénaethe Executive may reasonably incur as atre$alny contest by the Company, the Executive
or others with respect to the validity or enfordégbof, or liability under, any provision of thisdgreement (including as a result of any contesthisyExecutive about the amount or timing of anymnpent pursuant to this
Agreement), provided that the Executive prevailsop material claim.

(b The Company agrees to pay, as incurietegal fees and expenses that the Executive maganably incur in connection with any tax audiprceeding to the extent attributable to the
application of section 4999 of the Code to any paynor benefit provided under this Agreement.

(c The payment of or reimbursement for Idgak under this Article VIII, Section 8, shall cpiypwith the requirement that non-qualified defermmpensation be paid on a specified date or
pursuant to a fixed schedule, which requires thati{e amount of benefits or reimbursements pravidiering one calendar year shall not affect thewarhof benefits or reimbursements to be providedrip other calendar
year, (2) the reimbursement of any eligible expeste®| be made no later than the last day of tfendar year following the year in which the expewss incurred, and (3) the right to reimbursemeritemefits hereunder
not subject to liquidation or exchange for anothemefit.

9. Company's Reservation of Rights. The Executive acknowledges and understands éhatitves at the pleasure of the Board and tha@dhepany has the right at any time to terminatehange the
Executive’s status as an officer and employee @@bmpany, subject to the rights of the Executivelaim the benefits conferred by this Agreement.
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. Jury Trial Waiver. THE PARTIES HEREBY WAIVE TRIAL BY JURY IN ANY JUDCIAL PROCEEDING TO WHICH THEY ARE PARTIES INVOLVIKS, DIRECTLY OR INDIRECTLY,
ANY MATTER IN ANY WAY ARISING OUT OF, RELATED TO, R CONNECTED WITH THIS AGREEMENT.

11. Survival. The rights and obligations of the Company andch#ee contained in Article VI of this Agreementlinsurvive the termination of the Agreement. Fualing the Termination Date, each
party will have the right to enforce all rights,dawill be bound by all obligations, of such paryat are continuing rights and obligations undes fgreement.

12. Prior Employment Agreement. This Agreement contains the entire agreementédmmivthe parties with respect to the subject mhgerof and supersedes all prior agreements andsiaddings,
oral or written, between the parties hereto witpeet to the subject matter hereof. Specificfig,Executive Employment Agreement between the &tkexzand the Company dated April 30, 2001, as ateémn December
10, 2003, and the Change of Control Agreement bertwiee Executive and the Company dated April 3012@s amended as of December 10, 2003, shall atitaity terminate as of the effectiveness of thigeement. This
Agreement may not be amended orally, but only bagmeement in writing by the parties hereto.

13. Counterparts. This Agreement may be executed in one or moreteoparts, each of which shall be deemed to beigmal but all of which together shall constituiee and the same instrument.
14. Section 409A of the Internal Revenue Code.

(a) It is the intention of the partieatipayments or benefits payable under this Agreematrbe subject to the additional tax imposed pams$ to Section 409A, and the provisions of this
Agreement shall be construed and administereddardance with such intent. To the extent any pg@kepayments or benefits could become subjecteittiBn 409A, the parties shall cooperate to ambisd&greement with
the goal of giving the Executive the economic biésefescribed herein in a manner that does nottriessuch tax being imposed. If the parties arahle to agree on a mutually acceptable amenditren€ompany may,
without the Executives consent and in such manner as it deems appmpaiaend or modify this Agreement or delay the paynof any amounts hereunder to the minimum extenessary to meet the requirements of Se
409A.

(b) If Executive is a “specified employeeriygpayments payable as a result of Execusivefmination of employment (other than as a resfulieath) shall not be payable before the eaofi€i) the
first business day that is more than six monther&kecutive’s Termination Date, (i) the date akEutive’s death, or (iii) the date that otherwisenplies with the requirements of Section 409Apé&ified employee” shall
mean the Executive if the Executive is a key emgéoynder Treasury Regulations Section 1.409A-H&@phse of final and binding action taken by therBaa its Corporate Personnel Committee, or by ajen of law or
such regulation.
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(c) No acceleration of payments and bengfitvided for in this Agreement shall be permittexicept that the Company may accelerate paymepeyihitted by Section 409A, as necessary to
allow the Executive to pay FICA taxes on amountgapée hereunder and additional taxes resulting filoenpayment of such FICA amount, or as necessgugy taxes and penalties arising as a resulteoptfyments provided
for in this Agreement failing to meet the requirertseof Section 409A.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the Company and the Executiaeehcaused this Agreement to be executed as dfgreement Date.
Freeport-McMoRan Copper & Gold Inc.

By: /sH. Devon Graham, Jr.
H. Devon Graham, Jr.
Director and Chairman of the
Corporate Personnel Committee of the
Board of Direcdor

Executive

/sRichard C. Adkerson
Richard C. Adken

Signature Page of Executive Employment Agreement
between Freeport-McMoRan Copper & Gold Inc.
and Richard C. Adkerson
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Exhibit A to
Executive Employment Agreemer

FREEPORT-McMoRan COPPER & GOLD INC.

FORM OF
PERFORMANCE-BASED
RESTRICTED STOCK UNIT AGREEMENT
UNDER THE 2006 STOCK INCENTIVE PLAN

AGREEMENT dated as of January 29, 2008 (the “GEaate”), between Freeport-McMoRan Copper & Gold JacDelaware corporation (the “Company”), and Ridh@. Adkerson (the “Executive” or the
“Participant”).

1. (a) The Executive and the Camphave entered into an Executive Employment Agege effective as of January 29, 2008 (the “EmplegtrAgreement”). As set forth in Article Il, Seati@
of the Employment Agreement and pursuant to tleeport-McMoRan Copper & Gold Inc. 2006 Stock IneenPlan (the “Plan”), the Executive is hereby dgeaeffective the Grant Date 200,000 restrictedlstmits
(“Restricted Stock Units” or “RSUs”) on the termsdaconditions set forth in this Agreement and ie Ban.

(b) Defined terms not otherwise defined resball have the meanings set forth in Sectiofi the® Plan.

(c) Subject to the terms, conditions, aestnictions set forth in the Plan and herein, €R8k) granted hereunder represents the right towedem the Company, on the respective scheduled
vesting date for such RSU set forth in Section B{ahis Agreement or on such earlier date as pievin Section 2(b) of this Agreement or Sectidn) Bf this Agreement (the “Vesting Date”), one shé@ “Share”) of
common stock of the Company (“Common Stock”), foéany restrictions, all amounts notionally credite the Participan$’ Dividend Equivalent Account (as defined in Set#oof this Agreement) with respect to such R
and all securities and property comprising all RropDistributions (as defined in Section 4 of tAigreement) deposited in such Dividend Equivaleat@unt with respect to such RSU.

(d) Provided the condition of Section &t Agreement has been meds soon as practicable after the Vesting Dater(buiater than 2 %2 months from such date) for anyfRgranted
hereunder, the Participant shall receive from tben@any the number of Shares to which the vestedsRiBldte, free of any restrictions, a cash payrfeerdll amounts notionally credited to the Partaips Dividend
Equivalent Account with respect to such vested R2idd all securities and property comprising afiférty Distributions deposited in such Dividend Eglent Account with respect to such vested RSUs.

2. (a) Provided the conditafrSection 6 of this Agreement has been miite RSUs granted hereunder shall vest in instalisnes follows:
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Scheduled Vesting Date Number of RSUs

Grant Date 40,000
January 1, 2009 40,000
January 1, 2010 40,000
January 1, 2011 40,000
January 1, 2012 40,000
(b) Notwithstanding Section 2(a) of this Agneent, at such time as there shall be a Changeritr@ of the Company, all unvested RSUs shalldmekerated and shall immediately vest.

(c Until the respective Vesting Date forR8U granted hereunder, such RSU, all amounts raitjocredited in any Dividend Equivalent Accountated to such RSU, and all securities or
property comprising all Property Distributions dsjted in such Dividend Equivalent Account relatectich RSU shall be subject to forfeiture as predioh Section 5 of this Agreement.

3. Except as provided in Section 4 of thiseement, an RSU shall not entitle the Particigar@ny incidents of ownership (including, withdmitation, dividend and voting rights) in any Skarntil the
RSU shall vest and the Participant shall be isshe®hare to which such RSU relates nor in anyrisuor property comprising any Property Disttibn deposited in a Dividend Equivalent Accoungtet! to such RSU un
such RSU vests.

4. From and after the Grant Date of an R@til the issuance of the Share payable in resplesiich RSU, the Participant shall be creditedfabe payment date therefor, with (i) the amouramy cash
dividends and (ii) the amount equal to the Fair kéaivalue of any Shares, Subsidiary securitiesoglecurities, or other property distributed otriisitable in respect of one share of Common Stoakhich the Participant
would have been entitled had the Participant beeeard holder of one share of Common Stock dtraéts from the Grant Date to such issuance dater@perty Distribution”). All such credits shalebmade notionally to a
dividend equivalent account (a “Dividend Equivaléetount”) established for the Participant withpest to all RSUs granted hereunder with the sanstiMeDate. All credits to a Dividend Equivalentddunt for the
Participant shall be notionally increased by thedmt Rate (as hereinafter defined), compoundedeylyg from and after the applicable date of creuiitil paid in accordance with the provisionshistAgreement. The
“Account Rate” shall be the prime commercial lemdiate announced from time to time by JPMorgan E€ligemnk, N.A. or by another major national bank lygmdtered in New York, New York designated by the
Committee. The Committee may, in its discretiogpakit in the Participant’s Dividend Equivalent Aoat the securities or property comprising any BrgpDistribution in lieu of crediting such DividdrEquivalent Account
with the Fair Market Value thereof.

5. (a) Except as set forth int®ec5(b) of this Agreement, all unvested RSUs fed for in this Agreement, all amounts creditedh® Participant’s Dividend Equivalent Accountstwiespect to
such RSUs, and all securities and property conmgiBiroperty Distributions deposited in such Dividéguivalent Accounts with respect to such RSU4 sha
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immediately be forfeited on the date the Particigaases to be an Eligible Individual (the “Terntioa Date”).

(b) Notwithstanding the foregoing, and providked condition of Section 6 of this Agreement hasrbmet, if the Participant ceases to be an Eéditdividual (the “Termination”) by reason of the
Participant’s death or Disability, all the unves®8Us granted hereunder, all amounts creditedet®#rticipant’s Dividend Equivalent Accounts widspect to such RSUs, and all securities and piypperhprising Property
Distributions deposited in such Dividend Equival@etounts with respect to such RSUs shall vesf éiseoParticipant’s Termination Date.

6. The other provisions of this Agreemeuitwithstanding, no unvested RSU granted hereurfagt gest on its scheduled Vesting Date under 8e@{a) of this Agreement or upon the Participant’s
Termination pursuant to Section 5(b) of this Agreemmunless the average of the Return on Investfoeite five calendar years preceding the yearhictvsuch event occurs is at least 6% and, if requdr deemed necess.
to satisfy the requirements to qualify such RSUpasformance-based compensatianider Section 162(m), the appropriate memberseo€ibmmittee shall have certified that such condilias been met. Any unvested R:
that do not vest upon the occurrence of any of sweimts as a result of the failure to meet the itimmdof this Section 6, all amounts credited te fParticipans Dividend Equivalent Accounts with respect to sRSUs, and a
securities and property comprising Property Disttitns deposited in such Dividend Equivalent Acdsuwith respect to such RSUs shall immediatelydréefted.

The RSUs granted hereunder, any amawntisnally credited in the Participant’s Dividenduivalent Accounts, and any securities and propestyprising Property Distributions deposited infsuc
Dividend Equwalem Accounts are not transferalyehe Participant otherwise than by will or by taess of descent and distribution or pursuant tomeistic relations order, as defined in the Code.

All notices hereunder shall be in wigtiand, if to the Company, shall be delivered pea#iprio the Secretary of the Company or mailed tee®orth Central Avenue, Phoenix, Arizona, 85004,

addressed to the attention of the Secretary; &taltiie Participant, shall be delivered personatlynailed to the Participant at the address enviith the Company. Such addresses may be chagety time by notice from
one party to the other.

9. This Agreement is subject to the praisiof the Plan. The Plan may at any time be asttbg the Board, except that any such amendmehed?lan that would materially impair the rightstioé
Participant hereunder may not be made without #rédant’s consent. The Committee may amendAlgieement at any time in any manner that is noomsistent with the terms of the Plan and that mali result in the
application of Section 409A(a)(1) of the Code. Witiistanding the foregoing, no such amendment materially impair the rights of the Participant hemder without the Participant’s consent. Excepetdorth above, any
applicable determinations, orders, resolutionstibeactions of the Committee shall be final, casitle and binding on the Company and the Partitipan
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10. The Participant is required to satisfy abjigation in respect of withholding or other paytaxes resulting from the vesting of any RSU geaihhereunder or the payment of any securitie, cas
property hereunder, in accordance with procedwstbéshed by the Committee, as a condition toivéug any securities, cash payments, or propesyltang from the vesting of any RSU or otherwise.

11. Nothing in this Agreement shall confer mpoe Participant any right to continue in the eogpf the Company or any of its Subsidiaries, onterfere in any way with the right of the Compasyany
of its Subsidiaries to terminate the Participartigployment relationship with the Company or anjtoSubsidiaries at any time.
12. As used in this Agreement, the followiegnis shall have the meanings set forth below.
(a) “Change in Control” shall have the mearget forth in Article V, Section 2 of the Employmié\greement.

(b) “Disability” shall have occurred if theRicipant is (i) unable to engage in any subsghugtinful activity by reason of any medically deténable physical or mental impairment which can be
expected to result in death or can be expecteaktddr a continuous period of not less than 12timyror (ii) by reason of any medically determimaphysical or mental impairment which can be exgbtd result in death or
can be expected to last for a continuous periatbbfess than 12 months, receiving income replaceenefits for a period of not less than 3 monthder an accident and health plan covering empipogéthe Participant’'s
employer.

(c) “Fair Market Value” shall, with respecta share of Common Stock, a Subsidiary secwritgny other security, have the meaning set forthe Freeport-McMoRan Copper & Gold Inc.
Policies of the Committee applicable to the 200gcktincentive Plan, and, with respect to any ofiteperty, mean the value thereof determined bybtieed of directors of the Company in connectiorhwiéclaring the
dividend or distribution thereof.

(d) “Managed Net Income” shall mean, withpest to any year, the sum of (i) the net incomengrloss) of the Company and its consolidatedididyges for such year as reviewed by the
Company'’s independent auditors and released bgdmepany to the public; plus (or minus) (ii) the wiity interests’ share in the net income (or nes)oof the Company’s consolidated subsidiariestiwh year as reviewed
by the Company'’s independent auditors and relelagelde Company to the public; plus (or minus) (iii effect of changes in accounting principlethef Company and its consolidated subsidiariesifoh year plus (or
minus) the minority interests’ share in such charigeaccounting principles as reviewed by the Camgisaindependent auditors and released by the Coynfmathe public.

(e) “Net Cash Provided by Operating Actistishall mean, with respect to any year, the nsh gaovided by operating activities of the Companyl its consolidated subsidiaries for such year as
reviewed by the Company’s independent auditorsratecsed by the Company to the public.
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U] “Net Interest Expense” shall mean, wigispect to any year, the net interest expendeea€ompany and its consolidated subsidiaries foh gear as reviewed by the Company’s independent
auditors and released by the Company to the public.

(9) “Return on Investment” shall mean, wiispect to any year, the result (expressed ascaniage) calculated according to the followingrfata:

a+(b-c)
d

in which “a” equals Managed Net Income for suchry#a’ equals Net Interest Expense for such yeealtgguals Tax on Net Interest Expense for such,yaat “d” equals Total Investment of Capital fockyear.

(h) “Tax on Net Interest Expense” shall meanhwiéspect to any year, the tax on the net intergs¢nse of the Company and its consolidated sutidifor such year calculated at the appropriate
statutory income tax rate for such year as revielethe Company'’s independent auditors.

(i)  “Total Investment of Capital” shall mean, tvitespect to any year, the sum of (i) the weiglatezrage of the stockholders’ equity in the Compamy its consolidated subsidiaries for such yegrthg
weighted average of the minority interests in thesolidated subsidiaries of the Company for sudr,yi) the weighted average of the redeemabédgured stock of the Company for such year andtlig)weighted average
of the long-term debt of the Company and its cadatéd subsidiaries for such year, all as showhenguarterly balance sheets of the Company ammitsolidated subsidiaries for such year.

IN WITNESS WHEREOF, the parties hereto have exetthiss Agreement as of the day, month, and yesr dibove written.
FREEPORT-McMoRan COPPER & GOLD INC.

By:

(Participant)

(Street Address)

(City) (State) (Zipe)
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Exhibit 10.62
Executive Employment Agreement

This Executive Employment Agreement (“Agreemeng&jeen Freeport-McMoRan Copper & Gold Inc., a Delencorporation (the “Company”), and Kathleen LirQ(the “Executive”) is dated effective as of
January 29, 2008 (the “Agreement Date”).

WITNESSETH:
WHEREAS, the Executive currently serves as an efffaf the Company;
WHEREAS, pursuant to the terms of this Agreemém@,Gompany desires to retain the services of the ke and the Executive desires to continue ¢wige services to the Company;

WHEREAS, during the course of providing serviceths Company, the Executive has or will have rezgtigxtensive and unique knowledge of, experieneamihaccess to resources involving, the Mining Bess
(as defined below) at a substantial cost to the @y, which Executive acknowledges has enhancedhstantially will enhance Executive’s skills antblvledge in such business;

WHEREAS, during the course of providing serviceghis Company, Executive has had and will contimuleave access to valuable oral and written infolmnaknowledge and data relating to the business an
operations of the Company and its subsidiariesishadn-public, confidential or proprietary in negland is particularly useful in the Mining Busispand

WHEREAS, in view of the opportunities provided netCompany to Executive, the cost thereof to the@any, and the need for the Company to be protegathst disclosures by Executive of the Compaagt
its subsidiaries’ trade secrets and other non-pubtinfidential or proprietary information, the Cpamy and Executive desire, among other thingstdhipit Executive from disclosing or utilizing, aide the scope of his
employment with the Company, any non-public, cosritial or proprietary information, knowledge andadeelating to the business and operations of thi2ny or its subsidiaries received by Executivenduthe course of
his employment, and to restrict the ability of Extdee to compete with the Company or its subsié&for a limited period of time.

NOW, THEREFORE, for and in consideration of thetémred employment of Executive by the Company dedpiayment of salary, benefits and other comperséti Executive by the Company, the parties hereto
agree as follows:




Article |
Employment Capacity

Capacity and Duties of Executive. The Executive is employed by the Company to resdevices on behalf of the Company as Executivee VAresident and Chief Financial Officer. The Exiee
will perform such duties as are assigned to th&viddal holding the title or titles held by him frotime to time in the Company’s By-laws and sudieotduties as may be prescribed from time to tignthb Chairman of the
Board or the Company’s Board of Directors (the “Bj, or the Chief Executive Officer, which duties sHagl consistent with the position of Executive Vigedtdent and Chief Financial Officer.

2. Term. The term of this Agreement (the “Employment Teymfill commence on the Agreement Date and will eegianuary 1, 2012; subject to extension as prdviérticle V, Section 3(a) in the
event of a Change of Control (as defined in Arti¢/eSection 2), and subject to any earlier terniomabf Executive’s employment pursuant to this Agrent. Commencing on January 1, 2012, and eactadan® thereafter,

the Employment Term will automatically be extend@done additional year unless not later than Audusf the immediately preceding year, the CorppRersonnel Committee has given written noticééoBxecutive that it
does not wish to extend this Agreement.

3. Devotion to Responsibilities. The Executive will devote significant businessdito the business of the Company, will use his &késrts to perform faithfully and efficiently hiduties under this
Agreement, and will not engage in or be employeay other business; provided, however, that ngthigrein will prohibit the Executive from (a) sergias an officer and director of McMoRan Explorati@o.
(“McMoRan”), FM Services Company or any of theifilétes or successors, (b) serving as a memb#reoboard of directors, board of trustees or tke &if any for-profit or non-profit entity that doeet compete with the
Company, or performing services of any type for aiwjc or community entity, whether or not the Exéiee receives compensation therefor, (c) investiisgassets in such form or manner as will requirenore than nominal
services on the part of the Executive in the opematf the business of the entity in which sucheistment is made, or (d) serving in various capeitiith, and attending meetings of, industry adergroups and associations,
as long as the Executive's activities permittectlapses (a), (b), (c) and (d) above do not matgr@aid unreasonably interfere with the ability loé tExecutive to perform the services and dischtirgeesponsibilities required
of him under this Agreement. Notwithstanding cka(s) above, the Executive may not, without therap@l of the Corporate Personnel Committee of tharB, beneficially own 5% or more of the equityeirgsts of a busine
organization required to file periodic reports wittie Securities and Exchange Commission underébaries Exchange Act of 1934 (the “Exchange Aotfer than the Company or McMoRan, and the Exeeutiay not

beneficially own more than 2% of the equity intésasf any business organization that competes th@hfCompany. For purposes of this paragraph, ‘fi¢ally own” has the meaning ascribed to that ténnRule 13d-3 under
the Exchange Act.




Article 1l
Compensation and Benefits

1. Salary. The Company will pay the Executive a salary (‘B&alary”) at an annual rate per fiscal year of@benpany (“Fiscal Year") of $650,000, which will payable to the Executive in equal
semi-monthly installments. Base Salary may be ttehio the Executive on behalf of the Company mfiiliate of the Company.

Bonus. The Executive will be eligible to receive an aahimcentive bonus (the “Bonus”), payable, if df ahly with respect to services that the Execupvevides to the Company. Any Bonus will
be determlned accrued and paid in accordancethétterms of the Company’s 2005 Annual IncentivenPas amended, or any incentive or bonus compengaan that is a successor or substitute theréiat covers certain
individuals designated by the Corporate Personoehi@ittee of the Board (the “Committee”). The Ext@eriacknowledges and agrees that this Sectionp@$es no obligation on the Company to award any®tmthe
Executive.

Award of Restricted Stock Units. Effective on the Agreement Date or as otherwiswiged by resolution of the Corporate Personneh@ittee of the Compang’Board of Directors approving su
grant, Execuuve shall receive 75,000 restrictedlstnits on the terms and conditions set forth festricted stock unit agreement entered into éetvthe Company and the Executive, the form of wliattached hereto as
Exhibit A.

4. Equity Awards and Long-Term Performance Units. The Executive will continue to be eligible to peipate in all short-term and long-term equity avah-equity incentive plans in which the
Executive currently participates or which may bfei#d in the future to the most senior executivieh® Company.

5. Vacation. The Executive will be entitled to paid vacatiordéaolidays as provided to executives of the Compgmerally.

6. Indemnification and Insurance. In accordance with the Company’s Certificatermfdrporation, the Company will indemnify the Exeeetf to the fullest extent permitted by applicatiie law, for
any and all claims brought against him arisinghistservices to the Company and its subsidiariesddition, the Company will continue to maintainlirectors’ and officers’ insurance policy coverie Executive
substantially in the form of the policy in existengs of the Agreement Date to the extent suchyuodimains available at reasonable commercial terms.

7. Other Benefits. The Executive will continue to be entitled to ladinefits and perquisites presently provided to tirgenerally to the most senior executives ofGbenpany and be eligible to
participate in and receive all benefits under welfaenefit plans, practices, policies and progréintduding, without limitation, medical, prescripti, dental, disability, employee life, group litecidental death and travel
accident insurance plans and programs) availalriergély to the most senior executives of the Corgpan

8. Expenses. The Executive will be entitled to receive promgitmbursement for all reasonable business expgims#sding food, transportation, entertainment &dbing)




incurred from time to time on behalf of the Compamyhe performance of his duties, upon the pregent of such supporting invoices, documents anah$oas the Company reasonably requests.
Article 11l
Termination of Employment
1. Death. The Executive's status as an officer and emplayiléerminate immediately and automatically uptbe Executive’s death.
2. Disability. The Company may terminate Executive’s statumasfficer and employee for “Disability” as follows:

(a) If the Executive has a disability thatiges him to receive benefits under the Compaiy’sy-term disability insurance policy in effectthe time either because he is Totally Disabled or
Partially Disabled, as such terms are definedénGbmpany’s policy in effect as of the AgreementeDar as similar terms are defined in any successlicy, then the Company may terminate Executisgagus as an officer
and employee effective on the first day on whiah Executive receives a payment under such policgridhe first day that he would be so eligiblehéfhad applied timely for such payments).

(b If the Company has no long-term disapititan in effect, and if (i) because of physicahwental iliness the Executive is rendered incapabkatisfactorily discharging his duties and
responsibilities under this Agreement for a ped@0 consecutive days and (ii) a duly qualifieggibian chosen by the Company and reasonably aadleptp the Executive or his legal representatbeesertifies in writing,
the Board will have the power to determine thatEecutive has become disabled. If the Board makeh a determination, the Company will have thetinaing right and option, during the period thatls disability
continues, and by notice given in the manner pewith this Agreement, to terminate the status afdbitive as an officer and employee. Any such teation will become effective 30 days after suchiaeobf termination is
given, unless within such 30-day period, the Exgeutecomes capable of rendering services of theacter contemplated hereby (and a physician chogéne Company and reasonably acceptable to theufixe or his
legal representatives so certifies in writing) amel Executive in fact resumes such services.

(c) The “Disability Effective Date” will meatie date on which termination of Executive’s séaas an officer and employee becomes effectiveaésability.
3. Cause. The Company may terminate the Executive’s stasuan officer and employee for “Cause,” which iiral as follows:
(a) The Executive’s willful and continuedlae to perform substantially the Executive’s dsitieith the Company or its affiliates (other thaly anch failure resulting from incapacity due to

physical or mental illness), after a written demédsubstantial performance is delivered to thedtstive by the Board, which specifically identifiis® manner in which the Board believes that theckive has not
substantially performed the Executive’s duties;




(b) The Executive’'s material breach of thgreement after a written demand is deliveredheoExecutive by the Board, which specifically idfie$ the manner in which the Board believes that
the Executive has materially breached this Agreemen

(c) The final conviction of the Executivean entering of a guilty plea or a plea of no eshby the Executive to a felony;

(d) Unauthorized acts or omissions by thedttive that could reasonably be expected to canagerial financial harm to the Company or matéridisrupt Company operations;
(e) The Executive’s commission of an actlishonesty (even if not a crime) resulting in @meichment of the Executive at the expense of the@ny; or

) The Executive’s knowing falsificatiom knowing attempted falsification of financial reds of the Company in violation of SEC Rule 13b2-1.

For purposes of this provision, no act or failwett, on the part of the Executive, will be coesatl “willful” unless it is done, or omitted to bene, by the Executive in bad faith or without as@nable belief that the act or
omission was in the best interests of the Compauitg affiliates. Any act, or failure to act, basen authority given pursuant to a resolution cadgppted by the Board, the instructions of a morgosefficer of the Company
or the advice of counsel to the Company or itdiaféis will be conclusively presumed to be doneypmitted to be done, by the Executive in good faitl in the best interests of the Company or fisaés. The termination «
employment of the Executive will not be deemedéeddr Cause unless and until there has been detierthe Executive a copy of a resolution dulyped by the affirmative vote of not less than thge@rters of the entire
membership of the Board at a meeting of the Boaliéd and held for such purpose (after reasonattieenis provided to the Executive and the Exeeuisvgiven an opportunity, together with counsebé heard before the
Board), finding that, in the good faith opiniontbe Board, the Executive has engaged in any ofdneluct described in subparagraphs (a) throughb@ye, and specifying the particulars of such cehdu

4. Good Reason. The Executive may terminate his status as aceffind employee for “Good Reason,” which is defias follows:

(a) Any failure by the Company or its affitéa to comply with any of the provisions of thisrAgment (including, but not limited to, the failuceprovide the Executive with the position setlidn
Article |, Section 1 and, at a minimum, the Bastaaset forth in Article 11, Section 1), other than isolated, insubstantial and inadvertent failwt occurring in bad faith that is remedied withD days after receipt by the
Company of written notice thereof from the Execetfior

(b) The assignment to the Executive of anyeduinconsistent in any material respect with Exiee’s position (including status, offices, titlaad reporting requirements), authority, duties or
responsibilities as contemplated by this Agreemangny other action that results in a diminutinrsiich position, authority, duties or responsie#it excluding for this




purpose an isolated, insubstantial and inadvesetibn not taken in bad faith that is remedied inittO days after receipt by the Company of writtetice thereof from the Executive.
(c) Following a Change of Control, as defifmedrticle V hereof, “Good Reason” will also inda:

(0] Any failure of the Company to provideetExecutive with the position, authority, dutiesl aesponsibilities at least commensurate in ateni respects with the most significant of
those held, exercised and assigned at any timaglthie 120-day period immediately preceding thenghaof Control. Executive’s position, authoritytiés and responsibilities after a Change of Cdistrall not be
considered commensurate in all material respedts Executive’s position, authority, duties and @sgbilities prior to a Change of Control unlesteathe Change of Control the Executive holds arnvedent position in the
Company;

(i) The Company or its affiliates requiritige Executive to be based at any office or locatither than the office or location where Executiiees employed immediately preceding the
Change of Control, or requiring the Executive svél on business to a substantially greater exiemt required immediately prior to a Change of @nor

(iii) Any failure by the Company to complytiiand satisfy Article VIII, Sections 1(c) and @f)this Agreement.
Any determination of “Good Reason” made by the Etiee in good faith and based upon his reasonaddieftand understanding shall be conclusive.

5. Termination by the Company. In addition to termination for death, Disability Cause, the Company may at any time terminat&xieeutives status as an officer and employee for any reaséor
no reason at all.

6. Retirement. In addition to termination for death or Good Reashe Executive may at any time retire and teateirhis status as an officer and employee. “Ratrg” (and variants thereof) for
purposes of this Agreement is defined as the Eiexstvoluntary termination of his status as ariagff and employee at any time after reaching agé®4shall not include a termination for Good Reas

7. Notice of Termination; Termination Date.

(a) Other than as a result of the deatBxafcutive, any termination of Executive’s statusia®fficer and employee shall be communicatetiéaother party by Notice of Termination given in
accordance with Article VIII, Section 2 of this Aggment. For purposes of this Agreement, a “NaifcEermination” means a written notice that (i) icates the specific termination provision in thigrAement on which the
party relies, (ii) to the extent applicable, detsh in reasonable detail the facts and circuntstarclaimed to provide a basis for termination urnide provisions so indicated and (jii) if the Témation Date (as defined below)
is other than the date of receipt of such notipec#ies the Termination Date. The Company’s failto set forth in the Notice of Termination angtfar circumstance that contributes to a showinBishbility or Cause will
not negate the effect of the notice nor waive




any right of the Company or preclude the Compaagnfasserting such fact or circumstance in enfortiegCompany’s rights.

(b) “Termination Date” means, if Executigestatus as an officer and employee is terminafdxy feason of Executive’s death, the date of Exee’s death, (ii) by reason of Disability, the
Disability Effective Date, (iii) by the Company @hthan by reason of death or Disability, the adtdelivery of the Notice of Termination or anydatate specified in the Notice of Termination, evthdate will not be more
than 30 days after the giving of the notice, of liy the Executive other than by reason of dehthdate of delivery of the Notice of Terminationeory later date specified in the Notice of Termipatwhich date will not be
more than 30 days after the giving of the notice.

Article IV
Obligations upon Termination

1. Separation from Service. No payments or benefits provided herein that are Ipacause of a termination of employment undeucitstances described herein shall be paid, unlesstsrmination o
employment also constitutes a “separation fromisetwvithin the meaning of Section 409A of the Imtal Revenue Code of 1986, as amended (the “Cadfel’the regulations and guidance issued thereiff@ection
409A").

2. Death, Disability, or Retirement. If (A) the Executive’s status as an officer amgpéoyee is terminated by reason of the Executideath or Retirement, or (B) the Company termintites
Executive’s status as an officer and employee bgae of Executive’s Disability then, subject to sitemonth delay set forth in Article VIII, Sectidd, if applicable,:

(a) The Company will pay the Executive & legal representatives the amount of the ExeelgtiBase Salary earned through the Termination [etiee extent not previously paid (the
“Accrued Obligations”);

(b) No later than sixty (60) days followittee end of the fiscal quarter during which therilimation Date occurs, the Company will pay to thkedttive or his legal representatives a pro rata
bonus in an amount determined by calculating theubdhat the Executive would receive for the Fitedr in which the Termination Date occurs baseshupe level of achievement of the applicable penmce goals
through the end of the fiscal quarter in which Tieemination Date occurs, annualized as if suchllef’performance had continued throughout the erfiiscal Year and then multiplying such bonus ambyrthe fraction
obtained by dividing the number of days in the ytbaough the Termination Date by 365 (the “Pro R&taus”);

(c) The Company will pay or deliver, as agpiate, all other benefits due to Executive parg to any employee benefit plans and incentimepmaintained by the Company or its subsidiaries
with respect to services rendered by the Execuytiigr to the Termination Date; and

(d) In the case of Executive’s Retireméarta period commencing on the Termination Date emding on the earlier of (i) the third anniveysaf the Termination Date, or (i) the date that th
Executive accepts new employment (the “Continuaferiod”), the




Company will at its expense maintain and adminiethe continued benefit of Executive all inswarand welfare benefit plans in which Executive ematitled to participate as an employee of the Camypas of the
Termination Date, except medical reimbursement fitsnender the Company’s flex plans, provided tEgécutive’s continued participation is possible einthe general terms and provisions of such pladsadl applicable
laws. If the Executive is a “specified employeeVgrned by Article VIII, Section 14, to the extéhat any benefits provided to the Executive untier Article IV, Section 2(d) are taxable to the Exgve, then, with the
exception of nontaxable medical insurance benéfitsyalue of the aggregate amount of such taxatefits provided to the Executive pursuant to #rttcle IV, Section 2(d) during the six month patifollowing the
Termination Date shall be limited to the amountcsied by Section 402(g)(1)(B) of Code for the y@awhich the termination occurred. The Execushell pay the cost of any benefits that exceeditheunt specified in the
previous sentence during the six month period Yalhg the date of termination, and shall be reimbdris full by the Company during the seventh maafter the Termination Date. The coverage and lisn@ficluding
deductibles and costs) provided under any suchfib@fen in accordance with this paragraph during €ontinuation Period will be no less favorabl&xecutive than the most favorable of such covesagel benefits as of
the Termination Date. If Executive's participationany such benefit plan is barred or any suctefieplan is terminated, the Company will use comeialy reasonable efforts to provide Executivehndibmpensation or
benefits substantially similar or comparable inueafo those Executive would otherwise have beeitiezhto receive under such plans. At the enchef@ontinuation Period, the Executive will have ¢ipéion to have assigned
to him, at no cost and with no apportionment ofpid premiums, any assignable insurance owneddZdmpany that relates specifically to the Exeeutiubject to the general terms and provisiorte@plans and all
applicable laws, the Executive will be eligible fmverage under the Company'’s retiree medical pighe Consolidated Omnibus Budget Reconciliatiah ACOBRA”) at the end of the Continuation Periodearlier
cessation of the Company’s obligation under thedoing provisions of this paragraph.

To the extent that the amounts payable under tHisl& IV, Section 2(d) are reimbursements and ogieparation payments described under Treasuryl&ems Section 1.409A-1(b)(9)(v), such paymentsidb
provide for the deferral of compensation. If thigyconstitute deferral of compensation governe®&égtion 409A, they shall be deemed to be reimbuesésor in-kind benefits governed by Treasury Ratijhs Section
1.409A-3(i)(1)(iv). If the previous sentence appli(i) the amount of expenses eligible for reinsburent or in-kind benefits provided during the Exee’s taxable year shall not affect the experediggble for reimbursement
or in-kind benefits in any other taxable year, tfiig reimbursement of an eligible expense must &aenon or before the last day of the Executivetaltée year following the taxable year in which gense was incurred and
(iii) the right to reimbursement or in-kind bensfghall not be subject to liquidation or exchargeahother benefit.

3. Cause. If the Company terminates the Executive’s statian officer and employee for Cause, the Compalhpay to the Executive the Accrued ObligationEhe Company will have no further
obligation to the Executive other than for obligas imposed by law and obligations for any beneliits the Executive pursuant to any employee beplefits




and incentive plans maintained by the Companysosubsidiaries with respect to services renderettidyExecutive prior to the Termination Date.

4. Termination by Executive for Good Reason or by Comany for Reasons other than Death, Disability or Case. If the Executive terminates his status as arceffand employee for Good Reason
or the Company terminates the Executive’s statmasfficer and employee other than for death, Biigg or Cause, then subject to the six-month gelat forth in Article VIII, Section 14, if applitée:
(a) The Company will pay to the Executive Aeerued Obligations and the Pro Rata Bonus;
(b) Within twenty (20) business days of thermination Date, the Company will pay to the Exa@iin a lump sum in cash an amount equal to ttinees the sum of (i) the ExecutiweBase Salal

in effect at the Termination Date and (ii) averafiéhe Bonuses paid to the Executive for the immatedly preceding three Fiscal Years , not including premium received in connection with Executiyggsticipation in any
restricted stock program offered by the Company;

(c) All stock options will become immediatadyercisable as of the Termination Date and witiai exercisable until the expiration date spedifiethe applicable notice of grant of nonqualified
stock option;

(d) All restricted stock units granted to the Executieecept the restricted stock units granted pursteaArticle II, Section 3 herein, will vest as tble Termination Date to the extent not previot
vested and will convert to common stock of the Camyp provided any applicable performance conditivenge been met as of the Termination Date;

(e The Executive’s performance units unler€ompany’s Long-Term Performance Incentive Pldinbe credited with the annual earnings per shareet loss per share (as defined in the plan)
for the Fiscal Year in which the Termination Datewrs and all amounts credited to the Executivetégpmance unit account will be fully vested and ¥ paid out within 60 days of the end of thedaisYear in which the
Termination Date occurs;

( The Company will pay or deliver, as apmiate, all other benefits due the Executive punstiaany employee benefit plans maintained byGbmpany or its subsidiaries with respect to
services rendered by the Executive prior to theniieation Date; and

(9) For the Continuation Period, the Compshgll at its expense maintain and administer fercibntinued benefit of Executive the benefits pdedi for under Article IV, Section 2(d).
5. Resignation from Boards of Directors. If Executive is a director of the Company andérigployment is terminated for any reason other tleath, the Executive will, if requested by the @amy,

immediately resign as a director of the Companyitnsgubsidiaries. If such resignation is not reee within 20 business days after the Executivealty receives written notice from the Companyuesting the resignations,
the Executive will forfeit any right to receive apgyments pursuant to this Agreement.




Article V
Change of Control
1. Applicability. In the event that a Change of Control occurs duttiegEmployment Term, then the provisions of thiicle V shall be applicable.
2. Definition of Change of Control.
(a) “Change of Control” means (capitalized temos otherwise defined will have the meanings asdfito them in paragraph (b) below):

(i) the acquisition by any Person togethith all Affiliates of such Person, of BeneficialM@ership of the Threshold Percentage or more; gemjihowever, that for purposes of this
Article V, Section 2(a)(i), the following will natonstitute a Change of Control:

(A) any acquisition (other than a “Business Camalibn,” as defined below, that constitutes a CleasfgControl under Article V, Section 2(a)(iii) leeaf) of Common Stock directly from
the Company,

(B) any acquisition of Common Stock by the Companits subsidiaries,

(C) any acquisition of Common Stock by any empkpenefit plan (or related trust) sponsored ontaaied by the Company or any corporation or oémeity controlled by the
Company, or

(D)  any acquisition of Common Stock pursuant Buainess Combination that does not constitute@@é of Control under Article V, Section 2(a)(higreof; or
(i) individuals who as of the effectivetdaf this Agreement, constitute the Board (thetimbent Board”) cease for any reason to constituteast a majority of the Board; provided,
however, that any individual becoming a directdrsmquent to the effective date of this Agreemerasetelection, or nomination for election by the @amy’s shareholders, was approved by a vote @@t la majority of the
directors then comprising the Incumbent Board balconsidered a member of the Incumbent Boardssrglech individual’s initial assumption of officeanrs as a result of an actual or threatened efectintest with respect
to the election or removal of directors or any othetual or threatened solicitation of proxies engents by or on behalf of a Person other thaintwenbent Board; or
(iii) the consummation of a reorganizatiorerger or consolidation (including a merger or cdidstion of the Company or any direct or indiresbsidiary of the Company), or sale or
other disposition of all or substantially all oethssets of the Company (a “Business Combinatiam§ach case, unless, inmediately following suaBiBess Combination:
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(A) the individuals and entities who were the Benefi@waners of the Company Voting Stock immediatelippto such Business Combination have direct oiréud Beneficia
Ownership of more than 50% of the then outstandiges of common stock, and more than 50% of thbizeed voting power of the then outstanding vosegurities entitled to vote generally in the elmec®f directors, of
the Company, and

(B) no Person together with all Affiliatessuch Person (excluding the Company and any eraplbenefit plan or related trust of the Compangror subsidiary of the
Company) Beneficially Owns 30% or more of the tbetstanding shares of common stock of the Compa®@p% or more of the combined voting power of thert outstanding voting securities of the Company, a

©) at least a majority of the membershef board of directors of the Company were membkttseolncumbent Board at the time of the executbthe initial agreement, and
of the action of the Board, providing for such Buess Combination; or

(iv) approval by the shareholders of tlwrpany of a complete liquidation or dissolutiortied Company.
(b)  Asused in this Section 2 and elsewhereimAlgreement, the following terms have the meanindiated:

(0] Affiliate: “Affiliate” means a Persothat directly, or indirectly through one or moréemmediaries, controls, or is controlled by, ouigler common control with, another specified
Person.

(ii) Beneficial Owner: “Beneficial Owner” i variants thereof), with respect to a securitgans a Person who, directly or indirectly (throagly contract, understanding, relationship or
otherwise), has or shares (A) the power to voteljrect the voting of, the security, and/or (B) imver to dispose of, or to direct the dispositiéithe security.

(iii) Company Voting Stock: “Company Votingdgk” means any capital stock of the Company thétiés entitled to vote for the election of direstor

(iv) Majority Shares: “Majority Shares"eans the number of shares of Company Voting Steakdould elect a majority of the directors of @@mpany if all directors were to be elected at a
single meeting.

(v) Person: “Person” means a natural persamtty, and will also mean the group or syndicatsated when two or more Persons act as a syndicatéer group (including without

limitation a partnership, limited partnership, joirenture or other joint undertaking) for the pusp®f acquiring, holding, or disposing of a seguexcept that “Person” will not include an undetartemporarily holding a
security pursuant to an offering of the security.

(vi)  Threshold Percentage: “Threshold Perceritaggans 30% of all then outstanding Common Stock.
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3. Effect.

Upon a Change of Control, the Employment Term dedvienefits provided by Article Il hereof shall auatically continue following such Change of Cohfar a period equal to the then remaining Emplogtme
Term or three years from the Change of Control, whichever peisddnger, subject to any earlier termination okEutive’s status as an employee pursuant to thiséxgent.

4. Obligations upon Termination Following a Change ofControl.
(a) Death, Disability or Retirementf, after a Change of Control and during the Esyment Term, (i) the Executive’s status as anceffiand employee is terminated by reason of the
Executive’s death, (ii) the Company terminatesERecutive’s status as an officer and employee hgoe of Executive’s Disability, or (iii) the Exebte Retires and terminates his status as an ofindremployee, then the
Company shall pay to the Executive the benefitsmaydnents provided for in Article 1V, Section 2pgect to the six-month delay set forth in Articlélly Section 14, if applicable.

(b) Cause If, after a Change of Control and during the Esyment Term, the Executive’s status as an offared employee is terminated by the Company for GahseCompany shall pay to
the Executive the benefits and payments provideéhfévrticle IV, Section 3.

(c) Termination by Executive for Good Raaso by Company for Reasons other than Death, Disabr Cause. If, after a Change of Control and during the Esgment Term, the Executive
terminates his status as an officer and employe€&démd Reason, or the Company terminates the Exetsistatus as an officer and employee other tbadeath, Disability or Cause, then, subject ®sfx-month delay set
forth in Article VIII, Section 14, if applicable,:

(0] The Company shall pay to the Executive Accrued Obligations and the Pro Rata Bonus;

(i) Within twenty (20) business days oéthiermination Date, the Company shall pay to thech#ve in a lump sum in cash an amount equalreettimes, the sum of (A) the
Executive’s Base Salary in effect at the Termimafate and (B) the highest bonus paid to the Exezfor any of the immediately preceding three Eis¢tears, not including any premium received inroaction with the
Executive’s participation in any restricted stockgram offered by the Company;

(iii) The Company will pay or deliver, as appriate, all other benefits due the Executive pans to any employee benefit plans and incentimaphmaintained by the Company or its
affiliated companies with respect to services reedéy the Executive prior to the Termination Dated

(iv) For the Continuation Period, the Compahall at its expense maintain and administettfercontinued benefit of Executive the benefitsvted for under Article IV, Section 2
(d).
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(d) Resignation from Board of Directorsf the Executive is a director of the Companyl &iis status as an officer and employee is terrachfdr any reason other than death, the Execulia8,
if requested by the Company, immediately resiga dsector of the Company and its subsidiariesutth resignation is not received within 20 bussrdesys after the Executive actually receives writtetice from the
Company requesting the resignation, the Executied forfeit any right to receive any payments puanst to this Agreement.

(e) Nondisclosure, Noncompetition and Pietary Rights. The rights and obligations of the Company amdERecutive contained in Article VI hereof shalhtiaue to apply after a Change of
Control.
5. Excise Tax Provision.
(a) Notwithstanding any other provisionghi§ Agreement, if a Change of Control occurs miyithe original or extended term of this Agreemanmthe event that any of the payments or benefits

received or to be received by or attributable smHExecutive in connection with the Change of Cdrdrdghe Executive’s termination of employment (wher pursuant to the terms of this Agreement orathgr plan,
arrangement or agreement with the Company, anyReviose actions result in a Change of ControhgrRerson affiliated with the Company or such Peygall such payments and benefits, including tagnpents and
benefits under Article V, Section 4(c) hereof, butluding any payment to be made pursuant to thtislé V, Section 5, being hereinafter referrecsothe “Initial Payments”) will be subject (in wkadr in part) to an excise
tax imposed by section 4999 of the Code or anylairtax (the “Excise Tax”), the Company shall payhe Executive an additional amount (the “GrossRagment”) such that the net amount retained byEttexutive, after
deduction of (i) any Excise Tax on the Initial Pats, (i) any federal, state and local income emgloyment taxes on the Gross-Up Payment, (iii) Megicare tax on the Gross-Up Payment, and (iv)Bkase Tax on the
Gross-Up Payment, shall be equal to the Initialffenyts. Notwithstanding the foregoing provisionshi$ Article V, Section 5(a), if it shall be deteined that the Executive is entitled to a GrossRagment, but that the
present value as of the date of the Change of Glpnlietermined in accordance with Sections 280@fli)Y and 280G(d)(4) of the Code (the “Presentuéd), of the Initial Payments does not exceed 110%e greatest
Present Value of Initial Payments that could bie paithe Executive such that the receipt thereodilél not give rise to any Excise Tax (the “SafehtarCap”), then no Gross-Up Payment shall be madleet Executive and
the amounts payable to the Executive under thié&ment shall be reduced to the maximum amountthad be paid to the Executive such that the Ptégalue of the Initial Payments does not exceed3hte Harbor
Cap. The reduction of the amounts payable hereuifdgplicable, shall be made by reducing thedfitnas elected by the Executive. For purposesaiicing the Initial Payments to the Safe Harbap,®nly amounts
payable under this Agreement (and no other InR&@ments) shall be reduced. If the reduction efatmounts payable hereunder would not result @daation of the Present Value of the Initial Payta¢a the Safe Harbor
Cap, no amounts payable under this Agreement Bhatduced pursuant to this provision.

(b) For purposes of determining whether afhe Initial Payments will be subject to the BecTax and the amount of such Excise Tax, (ipfdhe Initial Payments shall be treated as
“parachute payments” (within the meaning of the €adhless, in the opinion of
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tax counsel (“Tax Counsel”) reasonably acceptablbé Executive and selected by the accountingfiith was, immediately prior to the Change of Gointhe Company’s independent auditor (the “Auditosuch
payments or benefits (in whole or in part) do mmistitute parachute payments, (ii) all “excess gauge payments” within the meaning of the Codeldi®treated as subject to the Excise Tax unled$ig opinion of Tax
Counsel, such excess parachute payments (in whatepart) represent reasonable compensation foices actually rendered (within the meaning of @wle) in excess of the “Base Amount” (within theaming set forth in
the Code) allocable to such reasonable compensati@re otherwise not subject to the Excise Ta#, @@i) the value of any noncash benefits or arfedred payment or benefit shall be determinecheyAuditor in accordan
with the principles of the Code. For purposesetednining the amount of the Gross-Up PaymentEtkecutive shall be deemed to pay federal incomataixe highest marginal rate of federal incomeatax in the calendar
year in which the Gro-Up Payment is to be made and state and local indases at the highest marginal rate of taxatiahénstate and locality of the Executive’s resigean the date of termination of the Executive’s
employment (or if there is no date of terminatitiign the date on which the Gross-Up Payment isilzkd for purposes of this Article V, Section 8t of the maximum reduction in federal income sawéich could be
obtained from deduction of such state and locadgax

(c) In the event that the Excise Tax islfiyndetermined to be less than the amount takEnancount hereunder in calculating the Gross-Umfeat, the Executive shall repay to the Company,
within ten business days following the time that #mount of such reduction in the Excise Tax ialljndetermined, the portion of the Gross-Up Paynagmibutable to such reduction (plus that portidithe Gross-Up
Payment attributable to the Excise Tax and fedstate and local income and employment taxes imtposehe Gross-Up Payment being repaid by the Exexuo the extent that such repayment resulesrieduction in the
Excise Tax and a dollar-for-dollar reduction in teecutive’s taxable income and wages for purpo$ésderal, state and local income and employneexes, plus interest on the amount of such repayatet20% of the rate
provided in section 1274(b)(2)(B) of the Code).tHe event that the Excise Tax is determined te@est¢he amount taken into account hereunder inilegicg the Gross-Up Payment (including by reasioany payment the
existence or amount of which cannot be determinelestime of the Gross-Up Payment), the Compamyl shake an additional Gross-Up Payment in respestich excess (plus any interest, penalties oitiads payable by
the Executive with respect to such excess) withimtiusiness days following the time that the amofistich excess is finally determined. The Exeeutind the Company shall each reasonably coopeitit¢he other in
connection with any administrative or judicial peeclings concerning the existence or amount ofliialior Excise Tax with respect to the Initial Fagnts.

(d) Subject to the six-month delay setHant Article VIII, Section 14, if applicable, ther@s-Up Payment provided in this Article V, Sect®shall be made not later than the “Payment
Day.” The Payment Day shall be the tenth busidegsfollowing the date of termination, or, if thedeutive becomes entitled, before the Executiveipleyment is terminated, to a Gross-Up Payment utide Article V,
Section 5, then not later than the tenth businagdalowing the date as of which the present vafithe Initial Payments is calculated for purposkdetermining the amount of such Gross-Up Paymalutwithstanding the
preceding provisions of this Article V, Section j(idl the amount of the Gross-Up Payment
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cannot be finally determined on or before the Payribay, the Company shall pay to the Executiveh@nRayment Day an estimate, as determined in amecedwith Article V, Section 5(b), of the minimumaunt of the
Gross-Up Payment to which the Executive is cleariiitled and shall pay the remainder of the GropsPdyment (together with interest on the unpaidaiader at 120% of the rate provided in section 18)}2)(B) of the
Code) as soon as the amount thereof can be det=rirt in no event later than the thirtieth dagrafhe Payment Day. In the event that the amofititecestimated Gross-Up Payment so made exceedstbunt
subsequently determined to have been due, suclssball constitute a loan by the Company to thecHtive, payable on the tenth business day afteadd by the Company (together with interest at 120%e rate
provided in section 1274(b)(2)(B) of the Code). th¢ time that any Gross-Up Payment is made putsoahrticle V, Section 5(a) (and at the time thay additional Gross-Up Payment is made pursuahttiole V, Section 5
(c)), the Company shall provide the Executive veitivritten statement setting forth the manner inclvkiiny such payment was calculated and the basssifth calculations including, without limitaticamy opinions or other
advice the Company has received from Tax CourtselAuditor or other advisors or consultants (angsuch opinion or advice which is in writing shiadl attached to the statement). Notwithstandingodingr provision
hereof, the Gross-Up Payment (including any additi@sross-Up Payment made pursuant to Article \¢tiSe 5(c)) must be paid no later than the enchefdalendar year following the year in which theé&tive remits the
related taxes, as required by Treasury Regulaf@usion 1.409A-3(i)(1)(v).

Article VI
Nondisclosure, Noncompetition and Proprietary Righs
1. Certain Definitions. For purposes of this Agreement, the followingrtemwill have the following meanings:

(a) “Confidential Information” means any infieation, knowledge or data of any nature and infany (including information that is electronicalifansmitted or stored on any form of magnetic or
electronic storage media) relating to the pastesuror prospective business or operations of thm@any and its subsidiaries, that at the timeresi concerned is not generally known to personagedin businesses similar
to those conducted or contemplated by the Compadyta subsidiaries (other than information knowrshch persons through a violation of an obligatboonfidentiality to the Company), whether prodddy the Compar
and its subsidiaries or any of their consultanggenas or independent contractors or by Executive,vehether or not marked confidential, includingheut limitation information relating to the Compasor its subsidiaries’
products and services, business plans, businesssaims, processes, product or service researdidavelopment ideas, methods or techniques, migiimiethods and materials, and other operationaiedstor techniques,
quality assurance procedures or standards, opgnratotedures, files, plans, specifications, profspstawings, charts, graphs, support data, tradeets, supplier lists, supplier information, pasing methods or practices,
distribution and selling activities, consultantsports, marketing and engineering or other techsicalies, maintenance records, employment or peedalata, marketing data, strategies or technjdinsscial reports,
budgets, projections, cost analyses, price listsnfilae and analyses, employee lists, customerdscoustomer lists, customer source lists, prégmyecomputer software, and internal notes and manta relating to any of
the foregoing.
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(b) “Mining Business” means the explorationining, production, marketing and sale of metaid ore containing metals.

2. Nondisclosure of Confidential Information. Executive will hold in a fiduciary capacity fdre benefit of the Company all Confidential Inforinatobtained by Executive during Executive’s
employment (whether prior to or after the Agreent@ate) and will use such Confidential Informatiatedy within the scope of his employment with and the exclusive benefit of the Company. For aqueof five years
after the Termination Date, Executive agrees (dymeommunicate, divulge or make available to pegson or entity (other than the Company) any sLmhfidential Information, except upon the prior tten authorization of
the Company or as may be required by law or legatgss, and (b) to deliver promptly to the Company Confidential Information in his possessionjuding any duplicates thereof and any notes orratheords Executive
has prepared with respect thereto. In the evexttite provisions of any applicable law or the omfeany court would require Executive to disclasetherwise make available any Confidential Infation, Executive will
give the Company prompt prior written notice oflsuequired disclosure and an opportunity to corttestequirement of such disclosure or apply fpratective order with respect to such Confideritiérmation by
appropriate proceedings.

3. Limited Covenant Not to Compete. For a period of six monthsafter the Termination Date, Executive agrees thih respect to each State of the United Statextheer jurisdiction, or specified
portions thereof, in which the Executive regulgdy makes contact with customers of the Compargngrof its subsidiaries, (b) conducts the busimésse Company or any of its subsidiaries, or (g)esvises the activities of
other employees of the Company or any of its sudsés, and in which the Company or any of its slibsies engages in Mining Business as of the Teatvn Date, including without limitation the coigt of Yavapai, Gila,
Greenlee, Graham and Pima, all in the State ofohaz Grant, New Mexico, Clear Creek, Colorado, #wedcountries of Indonesia, Spain, Peru, ChiletardDemocratic Republic of the Congo (collectivehe “Subject
Areas”), Executive will restrict his activities wih the Subject Areas as follows:

(a) Executive will not, directly or indiregtlfor himself or others, own, manage, operatefrobrbe employed in an executive, managerial @esvsory capacity by, consult with, assist or
otherwise engage or participate in or allow hidl sknowledge, experience or reputation to be usezbnnection with, the ownership, management, atp@r or control of, any company or other busirergerprise engaged in
the Mining Business within any of the Subject Argamvided, however, that nothing contained hevéihprohibit Executive from making passive investnts as long as Executive does not beneficially mene than 2% of
the equity interests of a business enterprise exjagthe Mining Business within any of the Subjartas. For purposes of this paragraph, “bendffjotavn” will have the same meaning ascribed ta team in Rule 13d-3
under the Exchange Act;

(b) Executive will not call upon any custenof the Company or its subsidiaries for the pagpof soliciting, diverting or enticing away thesiness of such person or entity, or otherwise
disrupting any previously established relationshifsting between such person or entity and the Gmyppr its subsidiaries;
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(c) Executive will not solicit, induce, Inénce or attempt to influence any supplier, lesiessee, licensor, partner, joint venturer, pdéacquiree or any other person who has a business
relationship with the Company or its subsidiar@swho on the Termination Date is engaged in disicuns or negotiations to enter into a businessioalship with the Company or its subsidiaries, iszdntinue or reduce or
limit the extent of such relationship with the Caanp or its subsidiaries;

(d) Without the consent of the Company, d&xire will not make contact with any of the empgesg of the Company or its subsidiaries with whorhde contact during the course of his
employment with the Company for the purpose ofcitiig such employee for hire, whether as an emgdayr independent contractor, or otherwise disngpiich employee’s relationship with the Companigsosubsidiaries;
and

(e) Without the consent of the Company,dixiee further agrees that, for a period of oneryean and after the Termination Date, Executivéi mot hire any employee of the Company or its
subsidiaries as an employee or independent coatraehether or not such engagement is solicite&xsgcutive.

4. Nondisparagement. During and after the Employment Term, the Exiveuagrees to refrain from making any statementgsfeom taking any actions that disparage or coalikonably be expected to
harm the reputation of the Company and its subsédiar any of their directors, officers or emplegeand agrees that he will not voluntarily assisitherwise participate in any action or procegdindertaken by any other
person that disparages or could reasonably be tg&r materially harm the reputation of the Conypand its subsidiaries or any of their directofficers or employees. Similarly, the Company agrémt its directors and
officers shall refrain from making any statememntd &om taking any actions that disparage or coessonably be expected to harm the reputationeoExecutive and agrees that its directors andexfigvill not voluntarily
assist or otherwise participate in any action ocpeding undertaken by any other person that digearor could reasonably be expected to matehaliy the reputation of the Executive.

5. Injunctive Relief; Other Remedies. Executive acknowledges that a breach by Execuati@ections 2, 3 or 4 of this Article VI would caiimmediate and irreparable harm to the Compamnyificch
an adequate monetary remedy does not exist; hEmeeptive agrees that, in the event of a breathreatened breach by Executive of the provisionSeaftions 2, 3 or 4 of this Article VI, the Compamyl be entitled to
injunctive relief restraining Executive from suciohation without the necessity of proof of actuahthage or the posting of any bond, except as redjbiyenon-waivable, applicable law. Nothing heréiawever, will be
construed as prohibiting the Company from pursiaing other remedy at law or in equity to which them®any may be entitled under applicable law ineent of a breach or threatened breach of this éxgent by
Executive, including without limitation the recoyesf damages and/or costs and expenses, suchsamadde attorneys’ fees, incurred by the Comparg/rasult of any such breach or threatened brelchddition to the
exercise of the foregoing remedies, the Companlyhaile the right upon the occurrence of any sueladin to offset the damages of such breach as deestiiny the Company, against any unpaid salaryuforommissions ¢
reimbursements otherwise owed to Executive. ltiqdar, Executive acknowledges that the paymenisiged under Atrticle 1V are conditioned upon Exeee fulfilling any
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noncompetition and nondisclosure agreements caddamthis Article V1. If Executive at any time teaially breaches any noncompetition or nondisalesigreements contained in this Article VI, thea @ompany may
offset the damages of such breach, as determirely §y the Company, against payments otherwisetdixecutive under Atrticle IV or, at the Compangfstion, suspend payments otherwise due to Exexutider Article
IV during the period of such breach. Executiveramkledges that any such offset or suspension ahpays would be an exercise of the Company’s rigloffset or suspend its performance hereunder &xecutive’s breach
of this Agreement; such offset or suspension ofgeyts would not constitute, and shall not be charexed as, the imposition of liquidated damages.

6. Requests for Waiver in Cases of Undue Hardship.If the Executive should find that any of the liations in this Article VI impose a severe hardshiphis ability to secure other employment, then
the Executive may ask the Company to waive theifipddimitations before accepting employment thtierwise would be a breach of Executive’s obliyagiunder this Agreement. Such request must teiiimg and set
forth the name and address of the organization witith employment or another prohibited relatiopshisought and the position, duties or other #igivthat Executive seeks to perform, and thetlonaof performance. Tt
Company will consider the request and, in its slideretion, decide whether and on what conditiongrant such waiver.

Governing Law of this Article VI; Consent to Jurisdiction. Any dispute regarding the reasonableness ofdlerants and agreements set forth in this Artidlenthe territorial scope or duration
thereof, or the remedies available to the Compaonwany breach of such covenants and agreemetitbevgioverned by and interpreted in accordanch thie laws of the State of the United States oemjlrisdiction in
which the alleged prohibited competing activitydisclosure occurs, and, with respect to each sisghute, the Company and Executive each hereby obts¢he jurisdiction of the state and federalrt®sitting in the releval
State (or, in the case of any jurisdiction outdlt United States, the relevant courts of suclsgliction) for resolution of such dispute, and aghee service of process may be made upon himioraiy legal proceeding
relating to this Article VI by any means allowedden the laws of such jurisdiction.

8. Executive’s Understanding of this Article. Executive hereby represents to the Company thal read and understands, and agrees to be bputhé terms of this Article VI. Executive
acknowledges that the geographic scope and duratitire covenants contained in Article VI are theult of arm’s-length bargaining and are fair asasonable in light of (a) the importance of thections performed by
Executive and the length of time it would take @@mpany to find and train a suitable replacemémtti{e nature and wide geographic scope of theatipes of the Company and its subsidiaries, (c)chttee’s level of contrc
over and contact with the business and operatibtfteedCompany and its subsidiaries in various flicsons where same are conducted and (d) thelatall facets of the Mining Business are condditig the Company and
its subsidiaries throughout the geographic areaevbempetition is restricted by this Agreementis lthe desire and intent of the parties that tioeipions of this Agreement be enforced to theeftliextent permitted under
applicable law, whether now or hereafter in effaud, therefore, to the extent permitted by appletdw, the parties hereto waive any provisionmflecable law that would render any provision agtArticle VI invalid or
unenforceable.
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Article VII
Binding Arbitration

1. Binding Agreement to Arbitrate. Any claim or controversy arising out of any prsion of this Agreement (other than Article VI hefjeor the breach or alleged breach of any suchigian, will be
settled by binding arbitration administered by freerican Arbitration Association (the “AAA”) undéts National Rules for the Resolution of EmploymBiigputes as in effect at the time of the claincantroversy (the
“Rules”), and judgment on the award rendered byatiétrator(s) may be entered in any court havimgsgliction thereof.

2. Selection and Qualifications of Arbitrators. If no party to the arbitration makes a claim xcess of $1.0 million, exclusive of interest aniateys’ fees, the proceedings will be conductedrieea
single neutral arbitrator selected in accordandh thie Rules. If any party makes a claim that edse$1.0 million, the proceedings will be condudietbre a panel of three neutral arbitrators seteat accordance with the
Rules.

3. Location of Proceedings. The place of arbitration will be in Phoenix, Asiza.

4. Remedies. Any award in an arbitration initiated under tAigicle VII will be limited to actual monetary dames, including if determined appropriate by theteator(s) an award of costs and fees to the
prevailing party. “Costs and fees” mean all reade pre-award expenses of the arbitration, inolgidirbitrator’s fees, administrative fees, travglenses, out-of-pocket expenses such as copyieghtene, witness fees and
attorneys’ fees. The arbitrator(s) will have nohauity to award consequential, punitive or otheméges not measured by the prevailing party’s Adarmages, except as may be required by statute.

5. Opinion. The award of the arbitrators will be in writingill be signed by a majority of the arbitratorsdawill include findings of fact and a statementloé reasons for the disposition of any claim.

Article VIII

Miscellaneous

1. Binding Effect.
(a) This Agreement will be binding upon andre to the benefit of the Company and any o$ifscessors or assigns.
(b) This Agreement is personal to the Exigeuand will not be assignable by the Executivehaiit the consent of the Company (there being figation to give such consent) other than such

rights or benefits as are transferred by will @ Baws of descent and distribution.
(c) The Company will require any successor to or agg@f (whether direct or indirect, by purchase,gegrconsolidation or otherwise) all or substahtiall of the assets of the Company (i)

assume unconditionally and expressly this Agreeraedt(ii) to agree to perform all of the obligasaimder this Agreement in the same manner ancetsatme extent as would have been required of thgp@oy had no
assignment or succession occurred, such
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assumption to be set forth in a writing reasonahlysfactory to the Executive. In the event of angh assignment or succession, the term “Compasiyised in this Agreement will refer also to suattessor or assign.

(d) The Company shall also require alltegithat control or that after the transactiorl waintrol (directly or indirectly) the Company amyasuch successor or assignee to agree to cabse to
performed all of the obligations under this Agreetsuch agreement to be set forth in a writingoeably satisfactory to the Executive.

2. Notices. All notices hereunder must be in writing and ssletherwise specifically provided herein, willdeemed to have been given upon receipt of delibgry(a) hand (against a receipt theref
(b) certified or registered mail, postage prepegtlirn receipt requested, (c) a nationally recogphiavernight courier service (against a receiptetiog) or (d) telecopy transmission with confirneatiof receipt. All such notices
must be addressed as follows:

If to the Company, to:
Freeport-McMoRan Copper & Gold Inc.
One North Central Avenue
Phoenix, Arizona 85004
Attention: Chairman of Corporate Personnel Conemsitt
If to the Executive, to:
Kathleen L. Quirk
One North Central Avenue
Phoenix, Arizona 85004
or such other address as to which any party henegohave notified the other in writing.

3. Governing Law. This Agreement will be construed and enforceddeordance with and governed by the internal lawkenState of Delaware without regard to principdé conflict of laws, except
as expressly provided in Article VI above with respto the resolution of disputes arising undetherCompany’s enforcement of, Article VI of thigrieement.

4. Withholding. The Executive agrees that the Company has thétagnithhold, from the amounts payable pursuarthis Agreement, all amounts required to be wikthluieder applicable income
and/or employment tax laws, or as otherwise statefbcuments granting rights that are affectedniy Agreement.

5. Severability. If any term or provision of this Agreement or #ygplication thereof to any person or circumstaméi at any time or to any extent be invalid, di& or unenforceable in any respect as

written, Executive and the Company intend for aoyrt construing this Agreement to modify or limitch provision temporally, spatially or otherwiseasoto render it valid and enforceable to the &tilextent allowed by
law. Any such provision that is not susceptiblesoth reformation will be ignored so as to noteifeny other term or
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provision hereof, and the remainder of this Agreetner the application of such term or provisiorp&rsons or circumstances other than those asitdthis held invalid, illegal or unenforceableilvnot be affected thereby
and each term and provision of this Agreement bellvalid and enforced to the fullest extent peexitby law.

6. Waiver of Breach. The waiver by either party of a breach of anwjsion of this Agreement will not operate or be soned as a waiver of any subsequent breach thereof

7. Remedies Not Exclusive. Except as provided in Article VII hereof, no resgespecified herein will be deemed to be such paexclusive remedy, and accordingly, in additiorali of the rights and
remedies provided for in this Agreement, the paniél have all other rights and remedies provittethem by applicable law, rule or regulation.

8. Legal Fees.

(a) Except as otherwise provided hereia,Gompany agrees to pay all legal fees and expénaethe Executive may reasonably incur as atre$alny contest by the Company, the Executive
or others with respect to the validity or enfordégbof, or liability under, any provision of thisdgreement (including as a result of any contesthisyExecutive about the amount or timing of anymnpent pursuant to this
Agreement), provided that the Executive prevailsop material claim.

(b The Company agrees to pay, as incurietegal fees and expenses that the Executive maganably incur in connection with any tax audiprceeding to the extent attributable to the
application of section 4999 of the Code to any paynor benefit provided under this Agreement.

(c The payment of or reimbursement for Idgak under this Article VIII, Section 8, shall cpiypwith the requirement that non-qualified defermmpensation be paid on a specified date or
pursuant to a fixed schedule, which requires thati{e amount of benefits or reimbursements pravidiering one calendar year shall not affect thewarhof benefits or reimbursements to be providedrip other calendar
year, (2) the reimbursement of any eligible expeste®| be made no later than the last day of tfendar year following the year in which the expewss incurred, and (3) the right to reimbursemeritemefits hereunder
not subject to liquidation or exchange for anothemefit.

9. Company'’s Reservation of Rights. The Executive acknowledges and understands éhatitves at the pleasure of the Board and tha@ahegpany has the right at any time to terminatehange the
Executive’s status as an officer and employee @@bmpany, subject to the rights of the Executivelaim the benefits conferred by this Agreement.
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. Jury Trial Waiver. THE PARTIES HEREBY WAIVE TRIAL BY JURY IN ANY JUDCIAL PROCEEDING TO WHICH THEY ARE PARTIES INVOLVIIG, DIRECTLY OR INDIRECTLY,
ANY MATTER IN ANY WAY ARISING OUT OF, RELATED TO, R CONNECTED WITH THIS AGREEMENT.

11. Survival. The rights and obligations of the Company andch#ee contained in Article VI of this Agreementlinsurvive the termination of the Agreement. Fualing the Termination Date, each
party will have the right to enforce all rights,dawill be bound by all obligations, of such paryat are continuing rights and obligations undes fgreement.

12. Prior Change of Control Agreement. This Agreement contains the entire agreementédmmivthe parties with respect to the subject mhgezof and supersedes all prior agreements and
understandings, oral or written, between the patiereto with respect to the subject matter her8pkcifically, the Change of Control Agreemeninein the Executive and the Company dated Febry&9as!, shall
automatically terminate as of the effectivenesthisf Agreement. This Agreement may not be amended orally, but bglpn agreement in writing by the parties hereto.

13. Counterparts. This Agreement may be executed in one or moreteoparts, each of which shall be deemed to beigmal but all of which together shall constitudee and the same instrument.
14. Section 409A of the Internal Revenue Code.
(a) It is the intention of the parties thayments or benefits payable under this Agreemenbe subject to the additional tax imposed purstmSection 409A, and the provisions of this

Agreement shall be construed and administereddardance with such intent. To the extent any p@kepayments or benefits could become subjecteittiBn 409A, the parties shall cooperate to ambisd&greement with
the goal of giving the Executive the economic biésefescribed herein in a manner that does nottriessuch tax being imposed. If the parties amahle to agree on a mutually acceptable amenditren€ompany may,
without the Executives consent and in such manner as it deems appmpaiaend or modify this Agreement or delay the paynof any amounts hereunder to the minimum extenessary to meet the requirements of Se
409A.

(b) If Executive is a “specified employeeyily payments payable as a result of Executivesitation of employment (other than as a resutlezth) shall not be payable before the earlief)of (
the first business day that is more than six moaftes Executive’s Termination Date, (ii) the dafeExecutive’s death, or (jii) the date that othisevcomplies with the requirements of Section 4098pecified employee”
shall mean the Executive if the Executive is a &mployee under Treasury Regulations Section 1.4D@Mecause of final and binding action taken liy Board or its Corporate Personnel Committeeyaperation of law
or such regulation.

(c) No acceleration of payments and besigfibvided for in this Agreement shall be permittextept that the Company may accelerate paynigrgrmitted by Section
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409A, as necessary to allow the Executive to p&ARiaxes on amounts payable hereunder and additaxes resulting from the payment of such FICA antpor as necessary to pay taxes and penaltEsgeds a result of
the payments provided for in this Agreement failiogneet the requirements of Section 409A.

[remainder of page intentionally blank]
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IN WITNESS WHEREOF, the Company and the Executiaeehcaused this Agreement to be executed as dfgreement Date.
Freeport-McMoRan Copper & Gold Inc.

By: /s/_H. Devon Graham, Jr.
H. Devon Graham, Jr.
Director and Chairman of the
Corporate Personnel Committee ef th
Board of Directors

Executive

/sl Kathleen L. Quirk
KathleenQuirk

Signature Page of Executive Employment Agreement
between Freeport-McMoRan Copper & Gold Inc.
and Kathleen L. Quirk
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Exhibit A to
Executive Employment Agreemer

FREEPORT-McMoRan COPPER & GOLD INC.

FORM OF
PERFORMANCE-BASED
RESTRICTED STOCK UNIT AGREEMENT
UNDER THE 2006 STOCK INCENTIVE PLAN

AGREEMENT dated as of January 29, 2008 (the “GEzate”), between Freeport-McMoRan Copper & Gold lacDelaware corporation (the “Company”), and Kenl L. Quirk (the “Executive” or the
“Participant”).

1. (a) The Executive and the Camphave entered into an Executive Employment Agege effective as of January 29, 2008 (the “EmplegtrAgreement”). As set forth in Article Il, Seati@
of the Employment Agreement and pursuant to tleeport-McMoRan Copper & Gold Inc. 2006 Stock IneenPlan (the “Plan”), the Executive is hereby geaeffective the Grant Date 75,000 restrictedistouts
(“Restricted Stock Units” or “RSUs”) on the termsdaconditions set forth in this Agreement and ie Ban.

(b) Defined terms not otherwise defined hestiall have the meanings set forth in Section hefRlan.

(c) Subject to the terms, conditions, and restrictigetsforth in the Plan and herein, each RSU grameeeunder represents the right to receive fronCibrpany, on the respective scheduled vesting
for such RSU set forth in Section 2(a) of this Agrent or on such earlier date as provided in Se@fb) of this Agreement or Section 5(b) of thisségment (the “Vesting Date”), one share (a “Shapéommon stock of tt
Company (“Common Stock”), free of any restrictioa,amounts notionally credited to the Participamividend Equivalent Account (as defined in Set#oof this Agreement) with respect to such RSUd, alhsecurities an
property comprising all Property Distributions @efined in Section 4 of this Agreement) depositedtich Dividend Equivalent Account with respecstich RSU.

(d) Provided the condition of Section 6 oftligreement has been meas soon as practicable after the Vesting Dater(buiater than 2 ¥2 months from such date) for anyf@ranted hereund:
the Participant shall receive from the Companyriheaber of Shares to which the vested RSUs relage,df any restrictions, a cash payment for all amt® notionally credited to the Participant’s Diefatl Equivalent Account
with respect to such vested RSUs, and all secsidiiel property comprising all Property Distribusiateposited in such Dividend Equivalent Accounhwéspect to such vested RSUs.

2. (a) Provided the conditiorSafction 6 of this Agreement has been méte RSUs granted hereunder shall vest in instalisnes follows:
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Scheduled Vesting Date Number of RSUs

Grant Date 15,000
January 1, 2009 15,000
January 1, 2010 15,000
January 1, 2011 15,000
January 1, 2012 15,000
(b) Notwithstanding Section 2(a) of this Agneent, at such time as there shall be a Changeritr@ of the Company, all unvested RSUs shalldmekerated and shall immediately vest.

(c Until the respective Vesting Date forR8U granted hereunder, such RSU, all amounts raitjocredited in any Dividend Equivalent Accountated to such RSU, and all securities or
property comprising all Property Distributions dsjted in such Dividend Equivalent Account relatectich RSU shall be subject to forfeiture as predioh Section 5 of this Agreement.

3. Except as provided in Section 4 of thiseement, an RSU shall not entitle the Particigar@ny incidents of ownership (including, withdmitation, dividend and voting rights) in any Skarntil the
RSU shall vest and the Participant shall be isshe®hare to which such RSU relates nor in anyrisuor property comprising any Property Disttibn deposited in a Dividend Equivalent Accoungtet! to such RSU un
such RSU vests.

4. From and after the Grant Date of an R@til the issuance of the Share payable in resplesiich RSU, the Participant shall be creditedfabe payment date therefor, with (i) the amouramy cash
dividends and (ii) the amount equal to the Fair kéaivalue of any Shares, Subsidiary securitiesoglecurities, or other property distributed otriisitable in respect of one share of Common Stoakhich the Participant
would have been entitled had the Participant beeeard holder of one share of Common Stock dtraéts from the Grant Date to such issuance dater@perty Distribution”). All such credits shalebmade notionally to a
dividend equivalent account (a “Dividend Equivaléetount”) established for the Participant withpest to all RSUs granted hereunder with the sanstiMeDate. All credits to a Dividend Equivalentddunt for the
Participant shall be notionally increased by thedmt Rate (as hereinafter defined), compoundedeylyg from and after the applicable date of creuiitil paid in accordance with the provisionshistAgreement. The
“Account Rate” shall be the prime commercial lemdiate announced from time to time by JPMorgan E€ligemnk, N.A. or by another major national bank lygmdtered in New York, New York designated by the
Committee. The Committee may, in its discretiogpakit in the Participant’s Dividend Equivalent Aoat the securities or property comprising any BrgpDistribution in lieu of crediting such DividdrEquivalent Account
with the Fair Market Value thereof.

5. (a) Except as set forth int®ec5(b) of this Agreement, all unvested RSUs fed for in this Agreement, all amounts creditedh® Participant’s Dividend Equivalent Accountstwiespect to
such RSUs, and all securities and property conmgiBiroperty Distributions deposited in such Dividéguivalent Accounts with respect to such RSU4 sha
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immediately be forfeited on the date the Particigaases to be an Eligible Individual (the “Terntioa Date”).

(b) Notwithstanding the foregoing, andyaded the condition of Section 6 of this Agreemieas been met, if the Participant ceases to bdigiblE Individual (the “Termination”) by reason tie
Participant’s death or Disability, all the unves®R8Us granted hereunder, all amounts creditedet®#rticipant’s Dividend Equivalent Accounts widspect to such RSUs, and all securities and piypperhprising Property
Distributions deposited in such Dividend Equival@etounts with respect to such RSUs shall vest éiseoParticipant’s Termination Date.

6. The other provisions of this Agreemenwititstanding, no unvested RSU granted hereundéins¥et on its scheduled Vesting Date under Se@i@) of this Agreement or upon the Participant’s
Termination pursuant to Section 5(b) of this Agreemmunless the average of the Return on Investfoeite five calendar years preceding the yearhictvsuch event occurs is at least 6% and, if requdr deemed necess.
to satisfy the requirements to qualify such RSUpasformance-based compensatianider Section 162(m), the appropriate memberseo€ibmmittee shall have certified that such condilias been met. Any unvested R:
that do not vest upon the occurrence of any of sweimts as a result of the failure to meet the itimmdof this Section 6, all amounts credited te fParticipans Dividend Equivalent Accounts with respect to sRSUs, and a
securities and property comprising Property Disttitns deposited in such Dividend Equivalent Acdsuwith respect to such RSUs shall immediatelydréefted.

7. The RSUs granted hereunder, any amoutisnadly credited in the Participant’s Dividend Eegalent Accounts, and any securities and propestypprising Property Distributions deposited in such
Dividend Equivalent Accounts are not transferalylehe Participant otherwise than by will or by thers of descent and distribution or pursuant tomeistic relations order, as defined in the Code.

8. All notices hereunder shall be in writaugd, if to the Company, shall be delivered perdprialthe Secretary of the Company or mailed to ®peth Central Avenue, Phoenix, Arizona, 85004, radged
to the attention of the Secretary; and, if to thetieipant, shall be delivered personally or matiethe Participant at the address on file with@uenpany. Such addresses may be changed at ampyimotice from one party
to the other.

9. This Agreement is subject to the Bions of the Plan. The Plan may at any time beratad by the Board, except that any such amendofiéime Plan that would materially impair the rigbfshe
Participant hereunder may not be made without #réd®ant’s consent. The Committee may amendAlgieement at any time in any manner that is noomsistent with the terms of the Plan and that mali result in the
application of Section 409A(a)(1) of the Code. Witiistanding the foregoing, no such amendment materially impair the rights of the Participant hemder without the Participant’s consent. Excepetdorth above, any
applicable determinations, orders, resolutionstibeactions of the Committee shall be final, casitle and binding on the Company and the Partitipan
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10. The Participant is required to satesfiy obligation in respect of withholding or ottpayroll taxes resulting from the vesting of any R@dnted hereunder or the payment of any securidash, or property
hereunder, in accordance with procedures establlishehe Committee, as a condition to receiving segurities, cash payments, or property resultiog fthe vesting of any RSU or otherwise.

11. Nothing in this Agreement shall farupon the Participant any right to continuehia employ of the Company or any of its Subsidiagedo interfere in any way with the right of t@@mpany or any of
its Subsidiaries to terminate the Participant’s lEyiment relationship with the Company or any ofStsbsidiaries at any time.
12. As used in this Agreement, the followtegns shall have the meanings set forth below.
(a) “Change in Control” shall have the mieagrset forth in Article V, Section 2 of the Emplognt Agreement.

(b) “Disability” shall have occurred if tharticipant is (i) unable to engage in any sulihgainful activity by reason of any medicallytdeminable physical or mental impairment which can
be expected to result in death or can be expeotst for a continuous period of not less thamtihths, or (i) by reason of any medically deterahile physical or mental impairment which can beeetgd to result in death
or can be expected to last for a continuous pesfawbt less than 12 months, receiving income repteent benefits for a period of not less than 3 im®onder an accident and health plan covering grepof the Participarst’
employer.

(c) “Fair Market Value” shall, with respecta share of Common Stock, a Subsidiary secwitgny other security, have the meaning set forthe Freeport-McMoRan Copper & Gold Inc.
Policies of the Committee applicable to the 200gcktincentive Plan, and, with respect to any ofiteperty, mean the value thereof determined bybtieed of directors of the Company in connectiorhwiéclaring the
dividend or distribution thereof.

(d) “Manabhlet Income”shall mean, with respect to any year, the sum)dhé net income (or net loss) of the Company amddnsolidated subsidiaries for such year as wedeby thi
Company'’s independent auditors and released bZdmepany to the public; plus (or minus) (ii) the ity interests’ share in the net income (or nesjoof the Compang’consolidated subsidiaries for such year as read
by the Companys independent auditors and released by the Compatiye public; plus (or minus) (iii) the effect ohanges in accounting principles of the Company iemdonsolidated subsidiaries for such year par
minus) the minority interests’ share in such charigeaccounting principles as reviewed by the Camgisaindependent auditors and released by the Coynfmathe public.

(e) “NetsPaProvided by Operating Activitieshall mean, with respect to any year, the net pastided by operating activities of the Company #sdonsolidated subsidiaries for such
as reviewed by the Company’s independent auditmdis@eleased by the Company to the public.
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U] “Net Interest Expense” shall mean, wigispect to any year, the net interest expendeea€ompany and its consolidated subsidiaries foh gear as reviewed by the Company’s independent
auditors and released by the Company to the public.

(9) “Return on Investment” shall mean, wiélspect to any year, the result (expressed as amiege) calculated according to the following folau

a+(b-c
d

in which “a” equals Managed Net Income for suchry#a’ equals Net Interest Expense for such yeealtgguals Tax on Net Interest Expense for such,yaat “d” equals Total Investment of Capital fockyear.

(h) “Tax on Net Interest Expense” shall meaith respect to any year, the tax on the nerédt expense of the Company and its consolidatesidiaries for such year calculated at the
appropriate statutory income tax rate for such ysareviewed by the Company’s independent auditors.

@) “Total Investment of Capital” shall meawith respect to any year, the sum of (i) theghieed average of the stockholders’ equity in then@any and its consolidated subsidiaries for such
year, (ii) the weighted average of the minorityenests in the consolidated subsidiaries of the Goypor such year, (iii) the weighted average eftedeemable preferred stock of the Company fdr gaar and (iv) th:
weighted average of the long-term debt of the Caom@and its consolidated subsidiaries for such yalags shown in the quarterly balance sheetsefbmpany and its consolidated subsidiaries fon gear.

IN WITNESS WHEREOF, the parties hereto have exetthiss Agreement as of the day, month, and yesr dibove written.
FREEPORT-McMoRan COPPER & GOLD INC.

By:

(Participant)

(Street Address)

(City) (State) (Zip Code)
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Exhibit 12.1

FREEPORT-McMoRan COPPER & GOLD INC.

Computation of Ratios of Earnings to Fixed Charges
(In millions, except ratios)

For the years ended December

2007 2006 2005 2004 2003

Income from continuing operations before incomet

minority interests in net income of consolida

companies, equity in affiliated compar’ net

earnings and cumulative effect of account

change $ 6,111 $ 2,81¢ $ 2,02¢ $ 572 $ 57¢
Amortization of previously capitalized intere 17 18 18 18 18
Less: capitalized intere (147) (11 @ (€] (€]
Earnings from continuing operations before fixedrgfes 5,981 2,82¢ 2,04z 587 593
Fixed charges

Interest expense, net of capitalized inte 49€ 71 124 14C 181

Capitalized interes 147 11 4 3 3

Amortization of debt expenses, premiums and distx 17 5 8 8 16

Interest portion of rental expen 12 1 1 1 1

Total fixed charge 672 88 137 152 201
Adjusted earning $ 6,658 $ 2,91« $ 2,17¢ $ 73¢ $ 794

Ratio of earnings to fixed chargds 9. 33.1 15.¢ 4.3 4.C
Preferred stock dividend requiremer

Total fixed charge $ 672 $ 88 $ 137 $ 152 $ 201

Preferred stock dividenc 34C 11€ 12¢ 108 60
Combined fixed charges and preferred stock divisk $ 1,012 $ 204 $ 265 $ 25E $ 261
Ratio of earnings to combined fixed charges anfepred

stock dividend$ 6.6 142 82 2.8 3.C

a. For purposes of computing the consolidated ratieashings to fixed charges, earnings consist afrime from continuing operations before income taresprity interests in net income of consolidatetsidiaries, equity
in affiliated companies' net earnings and cumudagffect of accounting changes. Minority interéstmajority-owned subsidiaries were not deductednflearnings as all such subsidiaries had fixedgesaFixed charges
from continuing operations consist of interest Iiéing capitalized interest) of all indebtednesapatization of debt discounts, premiums and experesed that portion of rental expense that FCXevels to be
representative of interest. For purposes of calitijahe ratio of earnings to combined fixed charged preferred stock dividends, the preferreckstdddend requirements were assumed to be equhktpretax earning:
that would be required to cover such dividend rezraents. The amount of |-tax earnings required to cover such preferred stiddkends was computed using the effective tag fat each applicable ye:
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OUR PRINCIPLES OF BUSINESS CONDUCT

Freeport-McMoRan Copper & Gold Inc. is committedtie highest level of ethical and legal conduailirof its business operations; that commitmentlyeen key to our history of success. Our PrincipfeBusiness Conduct
are simply a reaffirmation of our commitment toeigitity. They define how we work and the behavigrested of all of us.

Across the globe, each one of us—our engineersrock drivers, our accountants, our plant opemstour executives, our maintenance staff, our aitnative assistants, our safety managers, ourisgstaff—represent
FCX. We are all the face of FCX in our local comiities. Anyone who does business on behalf of FreddoMoRan Copper & Gold Inc. or its subsidiarigsadfiliates is covered by our Principles.

FCX believes in doing business only with suppliemtractors, consultants and other business panwigo demonstrate high standards of ethical besinenduct. We seek to establish mutually benéficiag-term
relationships with business partners who demoresthatir commitment to our Principles.

Compliance with the Principles of Business Conduct
Our Principles of Business Conduct are designédxtta tool we can all use. FCX expects all of ugéal, understand, and follow the Principles in gieng we do. However, the PBC does not list evavy or policy that may
apply to us; there are far too many regulatiortaasions and laws to talk about them all. It is yesponsibility to learn about additional requiests that apply to your job. Visit our website, yéluman Resources (HR)
manager or local HR office to view the policies gmdcedures referenced throughout.
Managers and supervisors are additionally resptenfib ensuring that the employees who report émtlunderstand these Principles and all applicatilieigs, procedures and laws.
We conduct business in many countries. Many laseallcustoms and social standards differ greatisnfone place to the next. Our policy is to abideHgylaws of the countries in which we operateyel as to conduct
business according to our Principles and our valdiéscal customs or practices differ from therstards contained in the PBC, we must follow thedtpies. If there is a serious conflict in locapegtations, consult with the
Compliance Department to determine the proper wayhduct business in that location.

You will also receive training on the Principlesdanay be requested to certify your understandirncampliance with the PBC from time to time.
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Questions about the Principles

For more information, or if you have questionsitbe Principles:

Talk to your supervisor or local Human Resourceesentative

Talk to your local Legal Departme

Call or visit your site Compliance representative

Go to the Compliance website www.tobedetermined.com

Call the Corporate Human Resources or Legal Depzant

Call our internal PBC Question Line at 602-366-xxa@kone of our designated compliance officers:iDealgoust 504-582-4206 (email: dean_falgoust@fmm)cor Cathy Hardwick 602-366-8363 (email:
cathy_hardwick@fmi.com

For more details read the policies referencedenRBC, which can be found on the Compliance welosite your local Human Resources Department

.

.

.

OUR COMPANY
Accurate and Complete Books and Records
Financial Reporting

A company’s credibility is judged in many ways; orexry important way is the integrity of its bookscords and accounting. FCX is committed to praxgdbur shareholders with full, accurate, timely anderstandable
information about the Company’s financial transawsi and results of operations in accordance wigicgble securities laws.

Every one of us, regardless of our position withie Company, has an obligation to make sure tteginflormation we contribute to FCX's financial reds is complete, accurate and timely. Whatever daais you create—
time cards, expense reports, inventory recordsthr business reportssrake sure that you include all of the necessagrinétion and that the information is accurate. fisuee that our financial records are correct, folil
internal control procedures, such as providingipser backup documentation. Under no circumstamace off-the-books accounts or false or incompieterds allowed.

The fundamental rule for financial reporting is: Bathing that would mislead or misinform anyonewhmur finances or business operations.

Records Management

A variety of laws and regulations require FCX toael and preserve business information. In additiem Company needs to manage records effectinetyder to make business decisions and meet oal; kegulatory and
contractual obligations.




The Company has established records retentionigslénd procedures to meet these objectives.

The Company’s business records include all docusnereipared in the course of business regardlesedia type. FCX’s business records may likewistugte information maintained on laptops, cell phoi3As, or other
devices used outside the Company’s Information felkdyy infrastructure if that information relatesthe Company’s business.

From time to time, a government investigation, aditor a legal proceeding may require that cente@ords be held and preserved. You will be natifi€any such hold notice. If you receive a holda® do not continue to
follow the records retention policies and proceduFllow only the instructions on the hold noticil you receive further instructions from the laé@epartment.

Destroying, shredding, concealing or otherwiserimigedocuments or records potentially relevant gpaernmental investigation, an audit or a legatpeding is prohibited and may lead to criminatioil liability for the
Company and for the individuals involved. If yoweamsure whether records under your control océmerol of employees who report to you should besprved, you should always err on the side of pratien and
immediately contact the Corporate Records Departrioerguidance.
For additional information, please see our corpoRecords Retention Policy.

Confidential Information and Intellectual Property

Our strategic thinking, creativity and innovatideas make significant contributions to the Compsegntinued success in the marketplace. We mustgirand leverage our confidential information atdllectual property,
which include, but are not limited to:

Exploration plans

Business objectives and strategies

Unpublished financial information

Computer programs and related documentation
Customer, supplier and pricing information

Mine plans

Reserve information that has not been made public
Research, processes, formulas and technical data
Trade secrets and patent applications

Salary and benefits da

Employee information

.

.

.

.




Each one of us that has access to FCX confidenf@imation and intellectual property is obligatedsafeguard it from unauthorized access. Follag¢hbest practices to safeguard proprietary anfidemtial information:

.

.

Do not disclose proprietary or confidential infortioa to persons outside FCX

Exercise caution when discussing Company busimegshlic places where conversations can be ovetheach as restaurants, elevators and airplanes
Recognize the potential for eavesdropping on aalltdlephones

Do not use proprietary or confidential informatifmn personal benefit or the benefit of personsidetsf FCX

Do not share proprietary or confidential informatigith other employees except on a legitin“neec-to-know” basis

Never provide your password(s) to anyone for ampoe except as provided by the Enterprise MIS Esef Bolicy

Please refer to the FCX Disclosure Policies torese to get approval before releasing any FCX carftdl information or third-party information FCXa& received in confidence outside the Company. ifiblsdes
information in speeches, technical papers for pabiin, Company references and endorsements aof ptbeucts and services.

Any information created in the course of your emypient belongs to the Company. When leaving the Gmypyou must return all Company proprietary infatimn in your possession and must not take anyrpapeother
information. Your obligation to protect FCX propdey and confidential information continues evetemjou leave the Company.

Respect for Intellectual Property of Others

While we have a responsibility to protect our owantpany data, it is also important that we respterocompanies’ confidential information and ingetual property. If we have authorized accessdastomer’s or supplier's
confidential information, we must protect it as weuld protect our own confidential information.

We may, however, access and use information sheitbdhe public, such as media releases and pratsems. We can also use other publicly availabllermation, such as best practices. Even when we trarright to use
proprietary information or intellectual propertyldeging to another, we need to respect trademarétapyrighted material, including information pight available on websites and software. If we asing the intellectual
property of another, we need to carefully followagplicable license terms carefully.

Requesting or accepting the confidential informratid another company without its consent is prabiband may have legal consequences.
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Protecting Company Assets

FCX’s money, facilities, equipment, real propenygather Company assets have been acquired thiarghvork and investment by all of us. We all haweobligation to be prudent about spending Compaoyey and
protect all of our Company’s assets from loss, dgamanisuse, theft, unauthorized or improper useaste. We also have a responsibility to report almisur property by others to management.

We must use good judgment when using any Compameduesources, including computers, telephonesiriat access, photos, email, voicemail, copierssyatems, vehicles, tools and other equipmentacitities. For
example, we cannot remove Company-owned propesty fFCX work locations for personal use, use FCXialeh in unauthorized ways, or use Compaayd contractors to perform work at home or foreothersonal benef
If we have portable Company equipment that we tis®me (such as a cell phone, a laptop or a vehigie must take all reasonable steps so thanibislamaged, abused, wasted, lost or stolen.

While we are at work, we are all expected to blyfehgaged in our work and not undertaking persanttities. Incidental and infrequent personal es€ompany telephones and computers is accepaatiEng as this
privilege is not abused. Local calls may be madeekample, to deal with family emergencies, cbédde and other calls that need to be made duringalovorking hours. Personal use is not acceptélitlsignificantly
reduces the value of our Company’s assets, addgisant costs to our Company, interferes with pretilzity of our work day or places our Companyisk of liability.

Electronic messages, whether e-mail, instant messag text messages, are a recoverable, forwardahd potentially permanent record of your commations. These messages are FCX property whensiegt any aspect
of Company technology or are pertaining to Compaunginess. Take the same care composing any elecin@ssage that you would when you write a lette€ompany letterhead. As a general rule, nevesinérvia
electronic formats information that you do not wanttividuals other than your intended recipiensee.

Any use of Company technology that violates ouuga] these Principles, or Company policies, inclgdiur Enterprise MIS End User Policy, is prohiiitBor example, using the Companyneil or computer network to se
or access discriminatory, offensive, defamatorypamographic messages or materials at any timey@wingly posting or transmitting any software taining a virus, is a violation of these Principles

FCX specifically reserves the right to permit Compapproved representatives to review use of therieteany electronic communications and telephooerds. All such data and records are the propdrtiygeopCompany ar
may be used and disclosed by the Company as ifise¥eu should not have any expectation of privadth respect to any communications made or dmt@d on the Company’s electronic systems.
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For additional information, please see our EntegpNIS End User Policy.
Conflicts of Interest

We have an obligation to each other, our shareh®laled our business partners to make all busiresgsidns solely on the basis of our sound busijueggment. A conflict of interest may occur if wevieaa bias or personal
interest that interferes with our ability to makeabjective business decision in the best inteskfte Company. We should avoid any actions ottigriahips that create, or even appear to createnflict of interest.

It is impossible to present an exhaustive listaifams and relationships that might result in afiictnof interest or the appearance of a conflicinterest. The following guidelines should helglitate areas in which conflicts of
interest are most likely to occur. More specifiédgunce is available in the FCX Conflicts of Intedr@uiidelines.

Competing EmploymenA conflict of interest may arise if you take a sedgob working for a customer, supplier, vendomeetitor or government body with regulatory auttyodver the Company or if your outs
employment or other activities are so demandingttiey interfere with your ability to fulfill youresponsibilities to FCX

InvestmentsEach one of us must be careful that our investmenthose of our close relatives, do not impair &hility to make objective decisions on behalbaf Company.

Doing Business with Family and Friendsconflict of interest may exist if a close relatior friend buys, sells or leases any kind of pryper equipment from or to the Company, provides/ges to the Company
if we direct Company purchases or sales to or tjincaiclose relative or frien

Applicants for EmploymentA conflict of interest may exist if a close relatior friend applies for employment with the Compadiiy close relative or friend applies for emplagmhto a position for which you make
have input into hiring decisions you should declgoer relationship with the applicant and removergelf from the hiring process. If you are employediuman Resources and a close relative or fraglies fo
employment, you should declare your relationshignhe applicant to your Manager. Your manager arlange for another Human Resources employee tagezthe filling of the positiot

Personal RelationshipBCX recognizes and respects our employeght to associate freely and to pursue personatiomships with those we encounter in the workiEemment. In return, we must use good judgr
to ensure that those relationships do not neggtivééct our job performance, our ability to supsevothers, or the work environme

Receiving Gifts and Entertainmefit’e have many suppliers who are vital to our sucaekih is why relationships with suppliers mustidased entirely on sound business decisions anddaling. Business gifts a
entertainment can build goodwill, but they can atsake it harder to be objective about the persoa priovides them. None of us should accept gifts emertainment from any organization or individifaloing sc
might impair, or appear to impair, our abil

.

.

.




to perform Company duties or to exercise judgmerat fair and unbiased manner. Many departmentsranitig operations have specific guidelines abooepting gifts and entertainment, so be sure tolcheal site
policies as well as the FCX Conflicts of Interesti®lines, or talk to your supervisor, for moreoimhation.

e Corporate Opportunitie®one of us should compete with the Company. We Ishoot benefit personally from business opportesitihat are discovered through the use of Compeaopepty, information or position.
Similarly, we should not take personal advantagiefofmation learned as a result of our positiothWECX.

The best way to avoid embarrassing conflicts ddrient is to disclose any situation that has theniial to be misinterpreted by others, includinigestemployees, customers, suppliers, shareholdertha public. If you have
questions about a conflict of interest situatioryou want to disclose a potential conflict of irtet; talk to your supervisor. You may also refeoto Company’s Conflicts of Interest Guidelines.
OUR WORKPLACE
Health and Safety

At FCX, nothing is more important than the healtld aafety of our employees and our families. Oyeaibve is for zero workplace injuries and occupadil illnesses. We are committed to providing & safd healthy
workplace and adequate resources through traimiogy@ms, safety incentive programs and occupatioealth programs.

Safety and health issues must not be compromisedwiiVall be provided with the training, equipmetuols and resources necessary to perform eackgjielly. If at any time you do not feel that youacro-worker can
perform a job in a safe manner, stop immediatetytatk to your supervisor. If a safety incident o be sure it is reported promptly.

Each of us has an individual responsibility to ntaiim a safe working environment that eliminatesrisk behaviors as well as occupational healthsafety hazards whenever possible. If a hazardatdre eliminated, then
employees must work together to ensure that itfésgvely controlled. It is our custom to sharesbpractices, "near miss" and other safety relatiEimation throughout the organization to leamwnfreach other and improve
safety practices. Safety is a key metric of Compagryormance.

We consider safety and health programs, both oroéfrttle job, to be an investment in our most vhleaesource — our employees.

For additional information, please see our Corpo&afety and Health Policy Statement.




Fair Treatment of Employees
The Company believes in treating each employedyfaird with respect.
Diversity

We strive to maintain an all-inclusive work cultunewhich every employee is respected. The Compéaws the diverse perspectives and backgroundadif ef us as a corporate asset. We continually teegéersify our
employee population at the local and internatideatls. As part of that goal, we make all employtraaTisions on the basis of merit and the essefti@tions of the position, and not on any illegaHiscriminatory basis.

Harassment

The Company promotes a positive and productive weorkronment in which every employee feels respkated valued. Harassing behavior works againsete#éerts and will not be tolerated. Harassmeniuites
derogatory, degrading or demeaning words or gessueh as making comments to a co-worker basethaicity, age, religion or other protected clasar&ssment also includes violent or threatening \iehaVe must
exercise caution when making off-hand commentskeg and be sensitive to the fact that they conidtentionally hurt another person.

Sexual harassment includes unwelcome physical comtlemanding sexual favors in exchange for jokebies) threatening penalties if sexual favors aregranted and any conduct of a sexual naturestitagtantially interfere
with an individual’s work performance or createsoffiensive work environment. Sexual harassmentasipited and will not be tolerated.

If you experience any kind of harassment or obsharassing behavior in the workplace, you shoulthdpthe matter to the attention of the Companyamsas possible by contacting your local Human Besss manage
The Company is committed to maintaining a positivek environment and can do this only with the stasice of its employees.
Drug and Alcohol Abuse

In order to do our jobs safely and efficiently, mest be able to think clearly and react quicklyaflis why we each must report to work free fromitifience of any substance that could impair guexte our work
performance, or create an unsafe working envirotmen




The use, possession, purchase or sale of illeggkds not permitted on Company premises, on Cognpare, or while using Company equipment. lllegalgs include prescription drugs that are used witlaovalid doctor’s
prescription or used inconsistent with the doctor&ructions.

Consuming alcohol or being under its influence migivork hours, on Company premises or in Compaimcles is prohibited. In limited circumstances, éoypes may consume alcohol at Company-sponsoredseeewhen
conducting business, such as customer or suppgetings, trade association events, investment camtes or other similar events. In these situafiemgployees must exercise good judgment and arpenotitted to be
impaired from alcohol consumption.
To maintain a safe work environment, the Company reguire pre-employment, for cause, and/or randong testing. All drug testing will be performedancordance with local law.

Employee Privacy and Personal Activities
Employee Personal Information
FCX respects employee personal information and despith all applicable laws that protect the pigy and confidentiality of employegsérsonal, medical and financial records and inféionaAccess to records containi
personal information is limited to Company persdiwieo have appropriate authorization and a cleairtass need for that information. Employee persmiatmation will only be used or disclosed to thent authorized by
the employee or permitted or required under applectaw. If you have access to personal informatymu must treat it appropriately, similar to owr@any confidential information and intellectuabperty.
Company Premises Not Private

We should not expect privacy when using Companyigesl equipment, services and while on Company jzesn The Company reserves the right to inspecseatth its facilities and property, including carnegs, vehicles,
telephone records, lockers, e-mail, Internet ushgsiness documents, and other workspace, as svpimonal containers on Company property suchreIpails and toolboxes, to the extent permitteeplicable law.

Personal Activities
FCX understands the need for and strongly encosragmlance between work and personal and farfélydnd we encourage employees to get involveddir tommunities. However, employees should nobiseptheir

personal beliefs or opinions on other employeagpresent their personal opinions as those of FEiXilarly, we should respect each other's privawy aur right to keep our personal activities owgsite workplace
confidential. Because we respect employee privB€X does not normally take an interest in persepabuct outside work unless such conduct impairs
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your work performance or affects the reputatiotegitimate business interests of the Compi
Workplace Violence / Site Security

We should feel safe at our place of work at allesmif you are ever in fear of or are in dangék, tayour supervisor immediately. We will work ®iher to find a solution. As always, we all musheenber to be aware of our
surroundings. If you feel uncomfortable with anation, please contact your local security depantm

OUR COMMUNITY
FCX recognizes that, as a responsible corporaienijtwe have social and environmental obligatiorthe countries and communities in which we ogerAs a member of the International Council on Mgnand Metals
(ICMM), we are implementing the ICMM SustainableM@bpment Framework. In addition, the Company talantarily assumed obligations under other extestehdards, such as the Global Reporting Initiative
Voluntary Principles on Security and Human Rights] certain obligations under the InternationabRize Corporation Social and Environmental Perfomaa8tandards.
The Company’s policies and practices with respecbrporate social responsibility and sustainableestbpment continue to develop and evolve and F&Cébimmitted to continuous improvement in our penfance.

Environmental Obligations

We believe that it is our duty to minimize the inapaur operations have on the environment by ussigmanagement strategies based on valid datas@unitd science and, where practicable, we attemggiliance the quality
of the environment in areas where we operate.

The Company is committed not only to complying vatpplicable environmental statutes and regulatiodl countries where we operate, but also toiooeiusly improving our environmental performancel&of our
operations. We conduct environmental audits refutarassess environmental compliance, managergsteras and practices. Goals and benchmarks atdiskeal at each operation to measure environmpetérmance.
We also work with governmental agencies, the Ipoglulation and responsible nongovernmental orgénizeto enhance our environmental performance.

For additional information, please see our corpoEaivironment Policy.
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Human Rights

We believe in promoting the rule of law and proiegthuman rights. We are committed to conductingaperations in a manner that respects the UnitibNs’ Universal Declaration of Human Rights, Yr@untary
Principles on Security and Human Rights, the Idmak and regulations and the culture of the indigsnpeoples in every area we operate. In additieripok for opportunities to promote broader untierding of human
rights values, especially where such initiativesisigshe Company’s local communities.
We are all expected to respect human rights priesignd to report any acts that may violate hunigirts, including acts by Company contractors oeaghinvolved with the Company’s operations.
For additional information, please see our corpokfiman Rights Policy.

Social Responsibility and Community Relations
FCX has long been a contributor to the economicsauiil development of the communities in whichoperate. We believe that, as a responsible comaeititen, it is our duty to develop positive r@aships in our
communities. Countries and communities in whichoperate should properly benefit from our presendeedgh the wealth and jobs created, the skills el within the local population and the investtn&our time and
money in people.

From malaria treatment and control programs in Bapuwater treatment plants in Peru, from collegfeolarships for engineering students in Arizoonanicrobusiness loans in the Congo, we are wortdrfzelp our
communities thrive.

For additional information, please see our corgo&xcial Responsibility Policy.
Fighting Corruption and Bribery

Our reputation was built on the quality of our pkeognd not through improper, unethical or questidadusiness practices. We abide by all internatiand local laws and regulations that forbid brybef foreign officials and
others, including the U.S. Foreign Corrupt Practiéet.

We do not offer or pay bribes, kickbacks, illegedtgities or other similar payments to any perswganization or government official to secure ing@oadvantages for our business. Likewise, wenwillaccept any bribe,
kickback, illegal gratuity or similar payment. Iddition, no payments, transfers or offers of Conypfamds, assets or anything of value shall be ntlaatare not consistent with our policies and aylie laws, properly
authorized according to our internal proceduresperly accounted for and clearly and accuratelptified on the Company’s books. If you are askethttke an improper payment or account for a traiwaot an incorrect
manner or become
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aware of any transaction that may involve an imprggayment you should report it promptly to theeZi@ompliance Officer.

Keep in mind that payments can mean gifts, promisethorization of gifts or offering anything oflue on behalf of the Company to a government cffior others. It also includes payments or gifta third party such as a
consultant, contractor, partner, agent or supphn, in turn, is likely to make a gift, paymentaifer anything of value to a government officialathers.

The Company has adopted a comprehensive anti-c@mnupompliance program, which includes detailetigies and procedures regarding authorizationsrandrdkeeping for specific categories of transastioncluding
travel expenses, charitable contributions, gift$ antertainment and other payments to foreign gowents and government officials. Before you inauwy af these types of expenses, please be sureetk cur anti-corruption
compliance policies, as well as local approval pthoes.
Our Company discourages facilitating payments. |Fatihg payments are payments made to help erteatepublic officials perform non-discretionary kaghey are supposed to perform as part of theinabjob function
(such as visa processing, utility service and rgguoutine licenses or permits to which you araitjelegally entitled). All facilitating paymentsust be reviewed and approved in accordance withpaom policy and local
procedures and must be properly recorded on thep@oy’s books.
For additional information, please see our corpoFaireign Corrupt Practices Act Policy.

Political Activities and Contributions
FCX does not contribute to any individual candidatepolitical office, official of a political payt, committee or organization for the election gfaaticular candidate to any political office in gayisdiction.

This policy does not prevent you individually frdrelping or donating to individual candidates, poéit committees or political parties. If you chodeeparticipate in such activities, you must usarymwn time and resources
and not the Company'’s. For example, you may notenpaitical contributions in the Company’s namegel a sign or banner on Company property or haliticabposters in Company workspaces.

This policy does not preclude the Company fromkeistaing programs, permitted by applicable lawsjemwhich it may make:
« Contributions to any Compamglated political committee, such as a politicaiat committee, so as to match, in whole or in partontribution voluntarily made to that committeean eligible employee or ott

individuals
« Contributions to any political committee sponsobgdan industry or trade association of which weraegnbers
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e Other contributions permitted by law and speaeificauthorized by executive management after legeew
e Candidate site visits as permitted by
« Contributions to nc-partisan voter registration, education and votardut program:
Lobbying is subject to specific rules and disclesand includes many types of activities. You magbgaged in lobbying if your work involves contawi¢h legislators, regulators, executive branchoidfs or their staffs or

efforts to influence legislative or administratiaetion. You must disclose any of these types a¥isiess to the Chief Compliance Officer or the Lé@eepartment to determine whether there are anigdtions or if disclosure
rules apply.

FCX may, from time to time, express its opinionlocal and national issues affecting our businekese types of messages will come only from the Comcations Department or other specifically authed personnel.

OUR MARKET
Fair Competition
Antitrust Regulation

The United States, the European Union, countrigBémsia-Pacific region and many other nationsehatitrust laws that are designed to ensure trapetition is fair and honest. These laws typicplighibit agreements or
actions among competitors that might restrain t@deduce competition. We compete fairly and iocdance with the highest ethical standards anapallicable antitrust laws.

Some situations that can lead to potential antitrisdations include:

« Dealing with competitorsPrice-fixing, bid-rigging, market allocation, predey pricing and customer or supplier boycottsatéorbidden by antitrust laws. It is crucial teaad even the appearance of an agreement to
engage in any prohibited activity with a competi

« Participation in industry associatiofmtitrust laws can apply to even casual informagachanges, so if you are active in industry traskociations, you must be aware of the law anddasitiations in which there
discussion of future pricing, competitive initisgtv and other information that might appear to agistrade. Contact the Legal Department if you hewe questions, but particularly regarding any pssul association
activity that would have a potential effect on catifion, such as the development of product staislar an industry code or practi
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« Dealing with customergnsulting or misrepresenting competitors or theaducts, price discrimination and tying (providioge product to a customer only if they buy a seasdell) can all be antitrust violations. It
is important to remember that we must deal withi@uers on fair and equal footin

« Collecting competitive informatiotinformation about our competit¢ activities must be collected in accordance withléve It is appropriate for the Company to keepith competitive developments and to revi
all pertinent public information about our compertit However, we cannot attempt through impropeamséo acquire a competitor’s trade secrets or @itaprietary or confidential information, inclugjinformation
about facilities, manufacturing capacity, technidavelopments, bids or custome

Because violations can result in severe penalbiethe Company and fines and imprisonment for iiutlials, it is not enough to avoid taking specifitians that violate antitrust laws. You must dohiiog that even gives the
appearancef taking actions or making agreements that redocepetition. The safest rule for everyday busirsisgtions is not to discuss prices, costs or costs with a competitor.

Antitrust laws are complex and some provisionsdiffecult to interpret and apply. For that reaserg have adopted a Fair Competition Policy that goesmore detail regarding the requirements ofowas antitrust
regulations. If you regularly deal with competit@rscustomers or attend trade association meetygsshould be familiar with the Fair Competitioaliey and will receive additional antitrust traigifirom time to time.

For additional information, please see our corgoFatir Competition Policy.
Unfair Business Practices

The Company conducts business fairly and with inite@nd does not participate in unfair businespices. Unfair business practices include any ridireg, type of advertising, or any manner of sitlig business that is
likely to deceive any customer or unreasonablyyglieg any customer.

Corporate Communications
External Communications
As a public company, we have the responsibilitgamply with laws regarding fair and timely discloswf Company information, including the requirerseset forth in applicable securities laws. Iigpbrtant that only

authorized individuals speak or provide informatiorthe media and investors regarding the Compigplans, projects and strategies and financfarimation. None of us may comment on or resporiddairies or rumors
concerning any transactions involving our Compailyinquiries must be forwarded to our local autized spokesperson.
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Investors, Analysts and the Media

Only our Chief Executive Officer, Chief Financiaffoer, or individuals authorized by them may disstFCX matters with investors, analysts, mediagrersl or other persons outside of the Company. iay not respond to
inquiries about or discuss matters related to the@ny with representatives of the investment conitpwr media without direct authorization to do so

None of us may use Company equipment to distriaoteinformation about our Company other than asired in the performance of our duties in the oadjncourse of business. It is not appropriate ®@smpan-provided
computers to post messages to Internet chat ranessage boards, news groups or any other simiiamf® anonymously or under our own name, withorgadiauthorization to do so.

External communications with any of these audiemegsires careful consideration and a unique utaleding of the laws and regulations surrounding e of disclosure. Consequently, the Companwestor Relations
Department handles these types of disclosurestlyingith the CEO and CFO.

For additional information, please see FCX DisctesRolicies.

Inadvertent Disclosures

If confidential Company information is inadvertgntlisclosed to certain members of the investmentraanity, FCX will take appropriate, reasonable stepprovide broad, non-exclusive distributiontud tnformation. This
must be done as soon as reasonably practicafaey I6f us should make an inadvertent disclosumnfidential Company information, we must immediateport it to our supervisor, who will contacetinvestor Relations
or Legal Department.

Insider Trading

We each have access to information about the Coynma result of our daily responsibilities. Oft#rat information, also called material, non-puldic‘inside” information, is something an investeould consider when
making investment or trading decisions. Examplemaferial, non-public information include:

« Information that we are about to acquire a comparsell a business ur

« Information that we are about to announce a mdjange in strategy

« Information that we are going to open, or clospagicular mine

« Information that we are expanding, or reducing,rapens at a particular mir

« Information regarding the Company’s explorationngland non-public reserves

All of us and anyone in our immediate or closelated family or household are prohibited from buyor selling Company stock or the stock of our bess partners while in possession of material, judic information.
We may not disclose material,

-15-




non-public information to anyone or even suggesirtgone that it might be a good time to buy or BEIX stock, based on inside information.
Any of us who have access to inside informatioruthoonsult with a member of the Legal Departmesibbe making any trades or sharing information.

Window Period Policy

FCX will periodically issue detailed guidance amdgedures to certain personnel that are subjemtit€Company’s window period recommendations faditrg FCX securities. Window periods occur on a tgréy basis and
typically last 30 business days after the releddmancial results. Employees covered by the wimgweriod policy generally include our executive agement team, officers and management and fingoeiabnnel who
create or receive certain financial reports. Trgdinring a window period minimizes the potentiailation of insider trading laws because materizficial information has just been released to thi@ If, however, you
possess actual material, non-public informatiorirdpya window period, do not trade!

Trade Restrictions

Trade Bans and Restrictions on Exports

We are a global company, working in communitiesuatbthe world. That global focus requires us tovkrmmd comply with laws that restrict internatiotralde. The export of goods and technology is $frietgulated. A
number of countries periodically impose restricti@m exports and other dealings with certain caesitentities and individuals. Serious penaltiesiesi revocation of permits to export, and imprisenta-can apply when
these laws are broken.

Examples of trade bans and restrictions include:

Exports or re-exports to a prohibited country

Imports from, or dealings in property originatimgrh, a sanctioned country

Assisting another company or person in doing bissivgth or in a sanctioned country

Financial transactions incident to travel to, witbr from a sanctioned country

New investments and other dealings in a sancticoedtry or with designated individue

Transfer of restricted software, technical dataeohnology by -mail, download, service work, meetings or visit$-@X facilities
Export of articles or services designed or adaptédsl military application

.

.

.

.

The list of prohibited countries and restrictioasubject to frequent change.
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International trade laws are complicated. If yourkvinvolves the sale or shipment of products, bedbgies or services across international bordeeke sure you keep up to date with the rules thalyaand check with your
manager or the Legal Department if you are eveurens

lllegal Boycotts

U.S. law also prohibits companies from complyinghadoycotts that are not sanctioned by the UnitdeS, such as the Arab League boycott of IsraajuBsts for boycott cooperation may be oral ort@miand often appear
in bid or proposal materials from countries thaimrt a boycott. The requests are often not obvious business associates may be soliciting inftionahat only suggests that the associate is cgimphith the boycott.
Even letters of credit and shipping instructiong/rantain such requests. Any employee receivinggaest to participate in an illegal boycott or othibited trade practice, however it is commated, should immediately
contact the FCX Legal Department. We are requisetaw to report requests to participate in an unganed boycott or for information supportive of amsanctioned boycott, even if such requests arknde. Please note tt
merely ignoring a request is not sufficient andfien treated in the same way as if you had agieéd

Money Laundering

Money laundering is the process by which individual entities try to conceal illicit funds, or othése enter into transactions to make these fuod legitimate. FCX does not condone, facilitatessopport money launderin
Few of us will ever personally be in the positiorviolate money laundering laws, but there are &neas we all need to watch out for:

« Irregularities in the way payments are made, indgdarge cash payments or transactions that magrbetured in unusual wa
« Customers who appear to lack integrity in theirrafiens or whose profiles do not fit the transaudithat they are seeking to enter into

If you become concerned about any payments omtiegiiity of any customers or suppliers, pleaseamntour local controller.

Terrorist Organizations

None of us should conduct business with any suppliestomer, contractor, consultant or other bussirentity that we know to be a part of or to prevsdipport to, any terrorist organization. Be sure know your loca
policies and procedures regarding reviewing newdeesiand do not overlook any “red flags” that magicate potential ties to terrorist organizationsier concerns.
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OUR COMPLIANCE RESPONSIBILITIES
Reporting Possible Violations and Getting Help

All suspected violations of our policies, proceduoe the law should be reported to appropriatequersl| as quickly as possible. This ensures thaissues are addressed and resolved in a timely enawe have an opeteor
culture; we should all feel free to openly discasg questions or concerns about the way we cormlisibess. This open communication is vital to aemgh as employees, a team and a company.

So if you ever suspect that a policy has been tdd|ehave a question about a policy or practicame a suggestion on how to improve things, ds@usith your supervisor.
If you are not comfortable going to your supervjsau have other options. You may also discus=sstith or report concerns to:

The next level of manageme

The manager responsible for the area concerned

Your local Human Resources or Compliance repreteata
Corporate Human Resources, Legal or Compliance ifrepats

Our internal PBC Question Line at 602-366-xxxx, are of our designated compliance officers: Deargdadt 504-582-4206 (email: dean_falgoust@fmi.com)Cathy Hardwick 602-368363 (emai
cathy_hardwick@fmi.com

Our Compliance Line via phone (country code + 896-8783)

.

.

.

We encourage you to discuss any concerns with gpervisor or local HR person first. They are uguhle best individuals to deal with the issues ailtigather all the information from you, staretiprocess to ensure it is
investigated appropriately and should report backotu.

If you have questions, or want to discuss a pderassue or incident, you can call our PBC Questime or designated compliance officers (localfyabcorporate headquarters). Advisors are avait@btalk you through any
questions you may have.

You may also make an anonymous report to the FCx@iance Line. These calls are taken by an indegeiniirm outside FCX and there is no way to trawk ¢all or determine where the call originated. Toenpany
established the Compliance Line to allow anonymepsrting to ensure we learn about incidents oeotioncerns that raise legal or ethical issueiodigh you can remain anonymous, if we do not receiough
information, your concern may not be able to beprly investigated. When you make the report, épeesentative will make note of all your informatiand repeat it back to you for clarification. Ywill also receive a repo
number and personal identification number with stineated time to call back for updates or to previdore information.
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Resolving and Investigating Concerns

Investigation Process

FCX takes each report seriously no matter howéipent is received. We strive to review and resel@eh issue quickly and at a local level unlessituation requires otherwise. Human Resource nzatél be referred to the
local HR manager, accounting issues will be reteteethe local controller, safety issues will béereed to the local safety manager and conflictmrest will be reviewed by local management.

How Long Does the Investigation Process Take?

Our goal is to respond to concerns as quickly asipte. However, please keep in mind that the lenfitime required to investigate and resolve atenaaries depending on the nature of the repartedern, the amount of
information available and the number and availgbdf the witnesses.

Participating in an Investigation Process
You may be asked to participate in an investigatiban incident that has been reported by a febawployee. You must comply with all reasonable retgiand provide all requested information promjtign open and
forthright manner. Participating in an investigatioes not mean that you are in trouble or thabaeyas reported a concern about you directlymiply may mean that you were a witness to an esenmay, because of the
nature of your position, have information requitednvestigate a reported concern.

Our Non-Retaliation Policy
Anyone making a report in good faith or participating in investigations involving these Principles of Business Conduct will not be subject to retaliation of any kind.
FCX will not tolerate retaliation against any emy#le who raises a question or concern about FCXsgbas practices in good faith or who utilizesF@X Compliance Line. Even if the concern is detewi to be

unsubstantiated, retaliation will not be tolerasdong as the report was made in good faith. wegliation that occurs will result in disciplinaagtion of the individual seeking retaliation. by believe you have experienced
any retaliation because you participated in anstigation involving the PBC, you should immediategport that concern in accordance with the procedescribed above.
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Discipline

FCX is committed to doing what is right, and as=&X employee, you are responsible for upholding dimmitment. If you fail to follow the PBC and thelicies that apply to your job, you put yoursgliur co-workers and
FCX at risk. Also, you will be subject to discipdiry action up to and including termination of enypfent.

Reporting a violation of our Principles, Companyipoor the law does not absolve you from accouititglfor personal involvement in any wrongdoingnhay, however, be considered as a factor in yaworfwhen reviewin:
possible disciplinary action.
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For more information, or if you have questions ahibe Principles:

Talk to your supervisor or local Human Resourceesentative

Talk to your local Legal Departme

Go to the Compliance website www.tobedetermined.com

Call or visit your site Compliance Representa

Call the Corporate Human Resources or CompliangaBbaent

Call our internal PBC Question Line at -36€-xxxx, or one of our designated compliance offic&san Falgoust 5(-582-4206 (email: dean_falgoust@fmi.com) or Cathy Haodw0z-36€-8363 (email
cathy_hardwick@fmi.com

Read the referenced policies for more details
You can file a report by:
« Contacting your supervisor or local Human Resouvepeesentativ:

« Call our internal PBC Question Line at 602-366-xxaxone of our designated compliance officers:Diealgoust 504-582-4206 (email: dean_falgoust@fmi)cor Cathy Hardwick 602-366-8363 (email:
cathy_hardwick@fmi.com

« Calling the FCX Compliance Line a-80(-295-6783

Anyone making a report in good faith or participating in investigations involving these Principles of Business Conduct will not be subject to retaliation of any kind.
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Entity

List of Subsidiaries of
Freeport-McMoRan Copper & Gold Inc.

Jurisdiction of Organizatio

Name Under Which It Does Busine

Exhibit 21.1

Ajo Improvement Compan

Amax Arizona, Inc

Amax de Chile, Inc

Amax Energy Inc

Amax Exploration (Ireland), Inc

Amax Exploration, Inc

Amax Metals Recovery, Int

Amax Nickel Overseas Ventures, It
Amax Realty Development, In

Amax Research & Development, Ir
Amax Specialty Coppers Corporati
Amax Specialty Metals (Driver), In:
Amax Zinc (Newfoundland) Limite:
American Metal Climax, Inc

Ametalco Limited

Ametalco, Inc

Annavas Development Co., Lt

Arizona Community Investment Corporati
Atlantic Copper, S.A.U

Bisbee Queen Mining Compal
Blackwell Zinc Company, Inc

Capital Gestédo de Negdcios L

Cates Douglas Corporatic

Chino Acquisition Inc

Chino Mines Compan

Climax Canada Ltc

Climax Engineered Materials, LL
Climax Molybdenum Asia Corporatic
Climax Molybdenum B.V

Climax Molybdenum China Corporatic
Climax Molybdenum Compan

Climax Molybdenum Gmbt

Climax Molybdenum Marketing Corporatic
Climax Molybdenum U.K. Limitec
Cobre Mining Compan

Compania Contractual Minera Candele
Compania Contractual Minera Ojos del Sal
Copper Market, Inc

Cyprus Amax Chile Holdings, In:
Cyprus Amax Minerals Compar
Cyprus Climax Metals Compat

Cyprus Copper Marketing Corporati
Cyprus EIl Abra Corporatio

Cyprus Exploration and Development Corpora
Cyprus Metals Compar

Cyprus Minera de Chile, In

Cyprus Mines Corporatio

Cyprus Specialty Metals Compa
Cyprus Tohono Corporatic

Dodge & James Insurance Company, |
FM Services Compan
Freepor-McMoRan Copper & Gold China Corporati
Freepor-McMoRan Exploration Corporatic
Habirshaw Cable and Wire Corporati
Hidalgo Mining, LLC

James Douglas Insurance Company,
Kinetics Climax, Inc

Makilala Holding Limited

Metallic Ventures, Inc

Minera Aurex (Chile) Limitad:

Minera Cyprus Amax Chile Limitad
Minera Cyprus Chile Limitad

Missouri Lead Smelting Compai

Mt. Emmons Mining Compan

Pacific Western Land Compal

PD Bermuda Finance Company L

PD Candelaria, Inc

PD Cayman Corporatic

PD Chile Finance Compat

PD Chile Holding Company Limitac
PD Chile Investments, LL!

PD Cobre, Inc

PD Ojos del Salado, In

PD Peru, Inc

PDM Energy, L.L.C

Phelps Dodge Ajo, Inc

Phelps Dodge Australasia, Ir

Phelps Dodge Bagdad, Ir

Phelps Dodge Chicago Rod, It

Phelps Dodge Chino, In

Phelps Dodge Corporatic

Phelps Dodge Corporation of Canada, Lim
Phelps Dodge Development Corporat
Phelps Dodge Energy Services, L

Phelps Dodge High Performance Conductors of NJ,

Phelps Dodge Industries, Ir

Phelps Dodge Katanga Corporat

Phelps Dodge Magnet Wire (Austria) Gm
Phelps Dodge Mercantile Compa

Phelps Dodge Miami, In(

Phelps Dodge Mining (Zambia) Limite
Phelps Dodge Mining Services, Ir

Phelps Dodge Molybdenum Corporati
Phelps Dodge Morenci, In

Phelps Dodge of Africa, Ltc

Phelps Dodge Overseas Capital Corpora
Phelps Dodge Power Marketing, LL
Phelps Dodge Refining Corporati

Phelps Dodge Safford, In

Phelps Dodge Sales Company, Incorpori
Phelps Dodge Sierrita, In

Phelps Dodge South Africa (Proprietary) Limi

Arizona
Nevade
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
United Kingdom
New York
Delaware
Arizona
Spain
Delaware
New York
Brazil
Delaware
Delaware
New Mexico
Delaware
Colorado
Delaware
The Netherland
Delaware
Delaware
Germany
Delaware
United Kingdom
New Mexico
Chile

Chile
Arizona
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Bermude
Delaware
Cayman Island
Delaware
New York
New Mexico
Bermude
Delaware
British Virgin Islands
Nevade
Chile

Chile

Chile
Delaware
Delaware
California
Bermude
Delaware
Cayman Island
Delaware
Chile
Delaware
Delaware
Delaware
Delaware
Arizona
Delaware
Delaware
Delaware
Delaware
Delaware
New York
Delaware
Delaware
Delaware
New Jerse!
Delaware
Delaware
Austria
New York
Delaware
Zambia
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New York
Delaware
Delaware
Delaware
South Africa

Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Freepor-McMoRan Copper & Gol- Bagdac
Freepor-McMoRan Copper & Gol- Chicago
Same
Freepor-McMoRan Copper & Gol- Phoenix
Same
Same
Same
Same
Same
Same
Same
Same
Freepor-McMoRan Copper & Goli- Miami
Same
Same
Same
Freepor-McMoRan Copper & Goli- Morenci
Same
Same
Same
Same
Freepor-McMoRan Copper & Gol- Safford
Freepol-McMoRan Sale:
Freepol-McMoRan Copper & Golr- Sierrita
Same



Phelps Dodge Tyrone, In

PT Freeport Indones

PT Irja Eastern Mineral

PT Puncakjaya Pow

Silver Springs Ranch, In

Sociedad Contractual Minera EI At
Sociedad Minera Cerro Verde S.
Soner, Inc

Tenke Fungurume Mining SAR.P@

TF Holdings Limited®

The Morenci Water & Electric Compal
Tyrone Mining, LLC

United States Metals Refining Compe
Western Nuclear Australia Limite
Western Nuclear, Inc

(a) 17.5% owned by La Générale des Carriéres et dessy

(b) 30% owned by Tenke Holdings Lt

Delaware
Indonesia & Delawar
Indonesie
Indonesie
Colorado
Chile

Peru

New Jerse)
Congo
Bermuda
Arizona
New Mexico
Delaware
Delaware
Delaware

Freepor-McMoRan Copper & Gol- Tyrone
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same

Omitted from this listing are subsidiaries thatmsidered in the aggregate as a single subsidiayldanot constitute a significant subsidiary.



Exhibit 23.1
Consent of Independent Registered Public Accouriing
We consent to the incorporation by reference inRbgistration Statements of Freeport- McMoRan Cogp&old Inc. on Form S-8 (Registration Nos. 33-63233-63269, 33-63271, 333-85803, 333-105535, BIER92,

333-136084, 333-141358 and 333-147413), Form Segifation Nos. 333-104564, 333-114430 and 33334Pand Form S-4 (Registration Nos. 333-1142173884139252), of our reports dated February 2982a0th
respect to the consolidated financial statemerdssahedule of Freeport-McMoRan Copper & Gold Ind ¢he effectiveness of internal control over ficiahreporting of Freeport-McMoRan Copper & Gold Inincluded in

this Annual Report (Form 10-K) of Freeport-McMoR@apper & Gold Inc. for the year ended December2807.
/sl Ernst & Young LLP

Phoenix, Arizona
February 29, 2008







Exhibit 23.2

[Independent Mining Consultants, Inc. Letterhead]

February 29, 2008

Pat Prejean

Assistant Controller - Financial Reporting
Freeport-McMoRan Copper & Gold Inc.
1615 Poydras Street

New Orleans, LA 7011

Dear Mr. Prejean,
We hereby consent to the incorporation by referericair reports included herein or incorporateddfgrence in this Form 10-K for the year ended Dewmer 31, 2007, into Freeport-McMoRan Copper & Géid,'s
previously filed Registration Statements on Forr® @&egistration Nos. 333-104564, 333-114430, argB8997) and on Form S-8 (Registration Nos. 3368333-63269, 33-63271, 333-85803, 333-105535, 333-
115292, 333-136084, 333-141358, and 333-147418parForm S-4 (Registration Nos. 333-114217 and BB®52).
INDEPENDENT MINING CONSULTANTS, INC.
Date: February 29, 2008

By: /s/ Michael G. Hester

NenMichael G. Hester
tl€i Vice President







Exhibit 23.3

[Pincock, Allen & Holt Letterhead)]

February 29, 2008

Pat Prejean

Assistant Controller - Financial Reporting
Freeport-McMoRan Copper & Gold Inc.
1615 Poydras Street

New Orleans, LA 7011

Dear Mr. Prejean,
We hereby consent to the incorporation by referericair reports included herein or incorporateddfgrence in this Form 10-K for the year ended Dewmer 31, 2007, into Freeport-McMoRan Copper & Géid,'s
previously filed Registration Statements on Forr® @&egistration Nos. 333-104564, 333-114430, arg#B8997) and on Form S-8 (Registration Nos. 3366333-63269, 33-63271, 333-85803, 333-105535, 333-
115292, 333-136084, 333-141358, and 333-147418parForm S-4 (Registration Nos. 333-114217 and BER52).
PINCOCK, ALLEN & HOLT
Date: February 29, 2008

By: /s/ Raja P. Upadhyay

NenRaja P. Upadhyay
tl€i President







Exhibit 23.4

[Chlumsky, Armbrust & Meyer, LLC Letterhead]

February 29, 2008

Pat Prejean

Assistant Controller - Financial Reporting
Freeport-McMoRan Copper & Gold Inc.
1615 Poydras Street

New Orleans, LA 7011

Dear Mr. Prejean,
We hereby consent to the incorporation by referericair reports included herein or incorporateddfgrence in this Form 10-K for the year ended Dewmer 31, 2007, into Freeport-McMoRan Copper & Géid,'s
previously filed Registration Statements on Forr® @&egistration Nos. 333-104564, 333-114430, argB8997) and on Form S-8 (Registration Nos. 3368333-63269, 33-63271, 333-85803, 333-105535, 333-
115292, 333-136084, 333-141358, and 333-147418parForm S-4 (Registration Nos. 333-114217 and BB®52).
Chlumsky, Armbrust & Meyer, LLC
Date: February 29, 2008

By: /s/ Greg Chlumsky

NenGreg Chlumsky
tl€i Principal







Exhibit 24.1

Freeport-McMoRan Copper & Gold Inc.
Secretary’s Certificate

1, Douglas N. Currault Il, Secretary of Freeporti¥twRan Copper & Gold Inc. (the “Corporation”), a poration organized and existing under the lawsefState of Delaware, do hereby certify that thiedidng
resolution was duly adopted by the Board of Directaf the Corporation at a meeting held on DecertiBefi988, and that such resolution has not beemdetd, modified or rescinded and is in full foroel &ffect on the date
hereof:

RESOLVED, That any report, registration statemerdtber form filed on behalf of this corporationrpuant to the Securities Exchange Act of 1934 ngraanendment to such report, registration
statement or other form, may be signed on behahgfdirector or officer of this corporation puratito a power of attorney executed by such direatafficer.

IN WITNESS WHEREOF, | have hereunto signed my name: affixed the seal of the Corporation on Febr@ar3008.

/sl Douglas N. Currault Il
Douglas N. Currault 11
Secretary
Seal







Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his aejty or capacities as an officer and/or a membéneBoard of Directors of Freeport-McMoRan CopfeGold Inc., a Delaware corporation (the “Companyloes
hereby make, constitute and appoint JAMES R. MOFF&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-fagith power to act without the other and with futiyer of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capaocitgapacities as aforesaid, an Annual Report orapany on Form 10-K for the year ended Decembge@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneykeach of them, full power and authority to do pedorm each and
every act and thing whatsoever that said attormettorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cdtyeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl Robert A. Day
Robert A. Day




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his aejty or capacities as an officer and/or a membéneBoard of Directors of Freeport-McMoRan CopfeGold Inc., a Delaware corporation (the “Companyloes
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otmapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedorm each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the ciyeor capacities as
aforesaid, hereby ratifying and confirming all aat&l things which said attorney or attorneys magprdeause to be done by virtue of this Power obétey.

EXECUTED on January 29, 2008.

/sl J. Bennett Johnston
J. Bennett Johnston




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capaocitgapacities as aforesaid, an Annual Report oCiv@pany on Form 10-K for the year ended Decembeg2@07 and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl Bobby Lee Lackey
Bobby Lee Lackey




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint RICHARD C. AREON, his true and lawful attorney-in-fact withlfpbwer of substitution, to execute, deliver arid,ffor and on behalf of him, in his name and is ¢tapacity or
capacities as aforesaid, an Annual Report of the@my on Form 10-K for the year ended DecembeBQ27, and any amendment or amendments theretongnatizer document in support thereof or suppleni¢héaeto,
and the undersigned hereby grants to said attdtiigyower and authority to do and perform each awnery act and thing whatsoever that said attomay deem necessary or advisable to carry out foélyintent of the
foregoing as the undersigned might or could dogueatly or in the capacity or capacitiesasresaid, hereby ratifying and confirming all aatsl things which said attorney may do or causeetdone by virtue of this Power

Attorney.

EXECUTED on January 29, 2008.

/sl James R. Moffett
James R. Moffett




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFRHils true and lawful attorney-ifact with full power of substitution, to executeslider and file, for and on behalf of him, in hiame and in his capacity or capacitie
aforesaid, an Annual Report of the Company on FbrK for the year ended December 31, 2007, anchamgndment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thad
undersigned hereby grants to said attorney fullggaand authority to do and perform each and evetrprad thing whatsoever that said attorney may deeressary or advisable to carry out fully therintef the foregoing as
the undersigned might or could do personally chincapacity or capacities as aforesaid, herelfyirgf and confirming all acts and things whichdattorney may do or cause to be done by virtuaisfPower of Attorney.

EXECUTED on January 29, 2008.

/s/ Richard C. Adkerson
Richard C. Adkerson




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

s/ B. M. Rankin, Jr.

B. M. Rankin, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl J. Taylor Wharton
J. Taylor Wharton




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in her capacitycapacities as an officer and/or a member oBtbard of Directors of Freeport-McMoRan Copper & Ginc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, her true and lawful attorney-in-faetth power to act without the other and with futier of
substitution, to execute, deliver and file, for amdbehalf of her, in her name and in her capawityapacities as aforesaid, an Annual Report o€iv@pany on Form 10-K for the year ended Decembe2307, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedorm each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the ciyeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magpdeause to be done by virtue of this Power ob#iey.

EXECUTED on January 29, 2008.

/sl Kathleen L. Quirk
Kathleen L. Quirk




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in her capacitycapacities as an officer and/or a member oBtbard of Directors of Freeport-McMoRan Copper & Ginc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, her true and lawful attorney-in-faetth power to act without the other and with futier of
substitution, to execute, deliver and file, for amdbehalf of her, in her name and in her capawityapacities as aforesaid, an Annual Report o€iv@pany on Form 10-K for the year ended Decembe2307, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedorm each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the ciyeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magpdeause to be done by virtue of this Power ob#iey.

EXECUTED on January 29, 2008.

/sl Gabrielle K. McDonald
Gabrielle K. McDonald




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl C. Donald Whitmire, Jr.

C. Donald Whitmire, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/s/ H. Devon Graham, Jr.

H. Devon Graham, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl Gerald J. Ford
Gerald J. Ford




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl Robert J. Allison, Jr.

Robert J. Allison, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl J. Stapleton Roy
J. Stapleton Roy




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl Stephen H. Siegele
Stephen H. Siegele




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

Is/ Charles C. Krulak
Charles C. Krulak




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/s/ Jon C. Madonna
Jon C. Madonna




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBib&rd of Directors of Freeport-McMoRan Copper & éGinc., a Delaware corporation (the “Company”)edo
hereby make, constitute and appoint JAMES R. MOFFE&iid RICHARD C. ADKERSON, and each of them actimgjvidually, his true and lawful attorney-in-faeith power to act without the other and with fuller of
substitution, to execute, deliver and file, for amdbehalf of him, in his name and in his capacitgapacities as aforesaid, an Annual Report otiapany on Form 10-K for the year ended Decembe2@07, and any
amendment or amendments thereto and any other @mtumsupport thereof or supplemental thereto,thedindersigned hereby grants to said attorneyseach of them, full power and authority to do pedform each and
every act and thing whatsoever that said attormeftorneys may deem necessary or advisable tg oatrfully the intent of the foregoing as the urgigned might or could do personally or in the cityeor capacities as
aforesaid, hereby ratifying and confirming all aatsl things which said attorney or attorneys magprdeause to be done by virtue of this Power ob#tey.

EXECUTED on January 29, 2008.

/sl Dustan E. McCoy
Dustan E. McCoy







Exhibit 31.1
CERTIFICATION

I, Richard C. Adkerson, certify that:

1.

2.

| have reviewed this annual reporform 10-K of Freeport-McMoRan Copper & Gold Inc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéte a material fact necessary to make the s¢atisrmade, in light of the circumstances under wbiech
statements were made, not misleading with respetiet period covered by this repc

Based on my knowledge, the financial statements adiner financial information included in this repdairly present in all material respects theafisial condition, results of operations and caswil of the registrant
as of, and for, the periods presented in this ite

The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contawid procedures (as defined in Exchange Act Rule-15(e) and 15-15(e)) and internal control ov
financial reporting (as defined in Exchange Actéaul3-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries ¢esigned under our supervision, to ensurenthgrial information relating to the registranglimding
its consolidated subsidiaries, is made known tbyusthers within those entities, particularly dgritme period in which this report is being prepa

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gorting to be designed under our supervisiomrovide reasonable assurance regarding the itiiadf
financial reporting and the preparation of finahstatements for external purposes in accordantregeinerally accepted accounting princip

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimethort our conclusions about the effectivenésbedisclosure controls and procedures, as efetid of
the period covered by this report based on suchuatian; anc

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrant’s most recent figearter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, aeasonably likely to materially affect, the regist’s internal control over financial reporting; &

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarierhal control over financial reporting, to tregistrant's auditors and the audit committee efrémgistrant’s board
of directors (or persons performing the equivafenttions):

(a) All significant deficiencies and material weaknessethe design or operation of internal controdiofimancial reporting which are reasonably likedyadversely affect the registramgbility to record, proces
summarize and report financial information; ¢

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s internal control over financial reportir

Date: February 29, 2008

/sl Richard C. Adkerson
Richard C. Adkerson
President and Chief Executive Officer







Exhibit 31.2
CERTIFICATION

1, Kathleen L. Quirk, certify that:

1.

2.

| have reviewed this annual reporform 10-K of Freeport-McMoRan Copper & Gold Inc.;

Based on my knowledge, this report does not cormjnuntrue statement of a material fact or omgtéte a material fact necessary to make the seatisrmade, in light of the circumstances under wbigch
statements were made, not misleading with respetiet period covered by this repc

Based on my knowledge, the financial statements adiner financial information included in this repdairly present in all material respects theafisial condition, results of operations and caswil of the registrant
as of, and for, the periods presented in this ite

The registrant’s other certifying officer and | assponsible for establishing and maintaining disate controls and procedures (as defined in Exggh&ct Rules 13a-15(e) and 15d-15(e)) and intezoatrol over
financial reporting (as defined in Exchange Acté®&ul3-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduries ¢esigned under our supervision, to ensurenthgrial information relating to the registranglirding
its consolidated subsidiaries, is made known tbyusthers within those entities, particularly dgritme period in which this report is being prepa

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gorting to be designed under our supervisiomrovide reasonable assurance regarding the itiiadf
financial reporting and the preparation of finahstatements for external purposes in accordantregeinerally accepted accounting princip

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimethort our conclusions about the effectivenésbedisclosure controls and procedures, as efetid of
the period covered by this report based on suchuatian; anc

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrant’s most recent figearter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, aeasonably likely to materially affect, the regist’s internal control over financial reporting; &

The registrar's other certifying officer and | have disclosedsdzhon our most recent evaluation of internal amiver financial reporting, to the registr’s auditors and the audit committee of the regi¢'s boarc
of directors (or persons performing the equivafenttions):

(a) All significant deficiencies and material weaknessethe design or operation of internal controdiofimancial reporting which are reasonably likedyadversely affect the registramgbility to record, proces
summarize and report financial information; ¢

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s internal control over financial reportir

Date: February 29, 2008

/sl Kathleen L. Quirk
Kathleen L. Quirk
Executive Vice President,
Chief Financial Officer and Treasurer







Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350
(Adopted Pursuant to Section 906 of the Sarbanes-@y Act of 2002)

In connection with the Annual Report on Form 10fK-ceeport-McMoRan Copper & Gold Inc. (the “Comp&nfpr the year ending December 31, 2007, as filétth the Securities and Exchange Commission on the
date hereof (the “Report”), Richard C. AdkersonPassident and Chief Executive Officer of the Compdiereby certifies, pursuant to 18 U.S.C. § 1380adopted pursuant to § 906 of the Sarb@&ndsy Act of 2002, that, t
the best of his knowledge:
(1) The Report fully complies with the requiremsenf Section 13(a) or 15(d) of the Securities ExcjgaAct of 1934; and
(2) The information contained in the Report faphgesents, in all material respects, the finarmaldition and results of operations of the Company.
Date: February 29, 2008
/sl Richard C. Adkerson

Richard C. Adkerson
President and Chief Executive Officer

A signed original of this written statement reqdiley Section 906 has been provided to the Compadyéll be retained by the Company and furnishetheSecurities and Exchange Commission or it$ stafn
request.

This certification shall not be deemed filed by @empany for purposes of § 18 of the SecuritieshBrge Act of 1934, as amended.







Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350
(Adopted Pursuant to Section 906 of the Sarbanes-@y Act of 2002)

In connection with the Annual Report on Form 10{fKceeport-McMoRan Copper & Gold Inc.(the “Compahnfdr the year ending December 31, 2007, as filét the Securities and Exchange Commission on the
date hereof (the “Report”), Kathleen L. Quirk, agEutive Vice President, Chief Financial Officedafreasurer of the Company, hereby certifies, pansto 18 U.S.C. § 1350, as adopted pursuant @6$9the Sarbanes-
Oxley Act of 2002, that, to the best of her knovged

(1) The Report fully complies with the requirensenf Section 13(a) or 15(d) of the Securities ExcjgaAct of 1934; and

(2) The information contained in the Report faphgesents, in all material respects, the finarmaldition and results of operations of the Company.

Date: February 29, 2008

/sl Kathleen L. Quirk
Kathleen L. Quirk
Executive Vice President,
Chief Financial Officer and Treasurer

A signed original of this written statement reqdiley Section 906 has been provided to the Compadyéll be retained by the Company and furnishetheSecurities and Exchange Commission or it$ stafn
request.

This certification shall not be deemed filed by @empany for purposes of § 18 of the SecuritieshBrge Act of 1934, as amended.







