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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 2054¢

FORM 10-K

(Mark One)
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 20:

OR
[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 00-11307-01

Freeport-McMoRan Copper & Gold Inc.
(Exact name of registrant as specified in its @ra

Delaware 74-2480931
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organizatior

333 North Central Avenue
Phoenix, Arizona 850042189
(Address of principal executive office (Zip Code)

(602) 36(-8100
(Registrant's telephone number, including area)

Securities registered pursuant to Section 12(b) ohe Act:

Title of each class Name of each exchange on which register¢
Common Stock, par value $0.10 per st New York Stock Exchang

Securities registered pursuant to Section 12(g) dfie Act: None
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edBéturities Act R Yes 0 No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the Act. 0 Yes R No
Indicate by check mark whether the registrant @ filed all reports required to be filed by Secti® or 15(d) of the Securities Exchange Act of4L88ring the preceding 12 months (or for such
shorter period that the registrant was requirdiilésuch reports), and (2) has been subject tb §iling requirements for the past 90 days. R Yes 0
No
Indicate by check mark whether the registrant dsrstted electronically and posted on its corpokeb site, if any, every Interactive Data File riegd to be submitted and posted pursuant to Rule
405 of Regulation S-T (8 232.405 of this chaptieming the preceding 12 months (or for such sihqréeiod that the registrant was required to sulamit post such files). R Yes 0 No
Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K (§2®% of this chapter) is not contained herein, wilidhot be contained, to the best of the regidfign

knowledge, in definitive proxy or information statents incorporated by reference in Part Ill of fhism 10-K or any amendment to this Form 10-K. R

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, aaccelerated filer or a smaller reporting comp&@se the definitions of “large accelerated filer,”
“accelerated filer” and “smaller reporting compariy’Rule 12b-2 of the Exchange Act. R Large &reged filer 0 Accelerated filer 0 Non-accelerafiegt 0 Smaller reporting company

Indicate by check mark whether the registrantsell company (as defined in Rule 12b-2 of the Act) 0 Yes R No
The aggregate market value of common stock heldonyaffiliates of the registrant was $50.2 billiom February 11, 2011, and $27.6 billion on June28a.

Common stock issued and outstanding was 946,498/2&®s on February 11, 2011, and 940,810,756ssbardune 30, 2010 (amounts have been adjusteél@otrthe February 1, 2011, two-for-one
stock split).

DOCUMENTS INCORPORATED BY REFERENCE
Portions of our proxy statement for our 2011 anmo@éting of stockholders aincorporated by reference into Part Ill (Iitems 10, 12, 13 and 14) of this repc
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P ART |
| tems 1. and 2. Business and Properties.

All of our periodic reports filed with the Secueisi and Exchange Commission (SEC) pursuant to 8ek3i@) or 15(d) of the Securities Exchange Adt9#¥4, as amended, are available, fret
charge, through our web site, www.fcx.com, inclgdimr annual reports on Form 10-K, quarterly repodn Form 10-Q, current reports on Form 8-K and anyendments to those reports. These
reports and amendments are available through ouy 8ite as soon as reasonably practicable after letenically file or furnish such material to tIBEC.

References t‘we,” “us” and “our” refer to Freeport- McMoRan Copper & Gold Inc. (FCX) and its consol@dsubsidiaries, including, except as otherwistestaPhelps Dodge Corporation (Phe
Dodge) and its subsidiaries, which we acquired aard¥t 19, 2007. In 2008, we changed Phelps D’s legal name to Freeport-McMoRan Corporation (FM@)erefore, references to “FMC” and
“Phelps Dodge” represent the same entity. Refersrioé'Notes” refer to the Notes to Consolidated &icial Statements included herein (see Item 8. dRioial Statements and Supplementary
Data”).

GENERAL

We are a leading international mining company Wigadquarters in Phoenix, Arizona. We are one oivibréd’s largest copper, gold and molybdenum mirgpgipanies in terms of reserves and
production. Prior to the March 2007 acquisitiorPielps Dodge, our principal asset was the Grashererals district in Indonesia, which contains ldmgest single recoverable copper reserve and the
largest single gold reserve of any mine in the dibdsed on the latest available reserve data pd\bg third-party industry consultants. Followihg &cquisition of Phelps Dodge, our portfolio of
assets also includes significant mining operatinri$orth and South America and the Tenke Fungurmimerals district in the Democratic Republic of @or(DRC).

We have significant reserves, resources and futewelopment opportunities within our portfolio afsats. At December 31, 2010, consolidated recolepabven and probable reserves totaled 120.5
billion pounds of copper, 35.5 million ounces ofdyd.39 billion pounds of molybdenum, 325.0 mitliounces of silver and 0.75 billion pounds of cabapproximately 35 percent of our copper
reserves are in North America, 31 percent are irtfB&merica, 27 percent are in Indonesia and 7guerare in Africa. Approximately 95 percent of @ald reserves are in Indonesia, with our
remaining gold reserves primarily in South Ameriéaproximately 81 percent of our molybdenum ressraee in North America, with our remaining molybdemreserves in South America. Refer to
“Ore Reserves” for further discussion.

We currently operate seven copper mines in Nortledea — Morenci, Bagdad, Safford, Sierrita and MiamArizona, and Tyrone and Chino in New Mexicoolybdenum concentrate is also
produced by Bagdad and Sierrita.

We operate four copper mines in South America +d¢éerde in Peru, and El Abra, Candelaria and @gsSalado in Chile. In addition to copper, ther6a&ferde mine also produces molybdenum
concentrate and the Candelaria and Ojos del Satauies produce gold and silver.

In Indonesia, PT Freeport Indonesia operates thesrin the Grasberg minerals district. In additmeopper, the Grasberg minerals district also pced gold and silver. PT Freeport Indonesia also
owns 25 percent of PT Smelting, a smelting andhire§i company in Gresik, Indonesia.

In Africa, Tenke Fungurume S.A.R.L. (TFM) operaties Tenke Fungurume (Tenke) mine. In addition topew, the Tenke mine produces cobalt hydroxide.

During 2010, 60 percent of our consolidated cogpeduction was from our Grasberg, Morenci and C¥eade mines. The Grasberg minerals district atsmanted for 95 percent of our consolide
gold production for 2010.

We produce molybdenum at our Henderson molybdenume m Colorado. During 2010, 56 percent of oursminiated molybdenum production was from the Hesalemolybdenum mine, 34
percent was produced at our Bagdad and Sierritpezapines and 10 percent was produced at our Glemae copper mine.

For information about our operating segments amahitial data by geographic area refer to Note h8.l@cations of our operating mines are shown enap below.
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Horth)
America

Marenci
Bagdad
Safford
Sierrita
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Chino
Tyrone
Henderson

FCX Operating Mine Locations

Sputh America
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El Abra ®
Candelaria L
Ojos del Salado
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Tenke Fungurume
The diagram below shows our ownership interesuimoperating mines at December 31, 2010.
100% 90.64%
Freeport-McMoRan PT Freeport
Corporation Indonesia
100% Varying 57.75%0
Interests
North America: South America: Africa: Grasberg
Morenci (85%0) Cerro Verde (53.50%10) Tenke
Bagdad El Abra (51%0) Fungurume
Safford Candelaria (80%4)
Sierrita Ojos del Salado (80%0)
Miami
Tyrone
Chino
Henderson
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COPPER, GOLD AND MOLYBDENUM

Our mines primarily produce copper, gold and moéigdn. A brief discussion of these metals appedeswb&or further discussion of the markets andgwiof these metals refer to Item 7.
“Management’s Discussion and Analysis of Finan@ahdition and Results of Operations.”

Copper

Copper is an internationally traded commodity, #agrices are determined by the major metals exgési— New York Mercantile Exchange (COMEX), thatdlon Metals Exchange (LME) and the
Shanghai Futures Exchange (SHFE). Prices on thesmeges generally reflect the worldwide balanceogiper supply and demand and can be volatile gelital. During 2010, LME spot copper
prices averaged $3.42 per pound and ranged frofi6 $&r pound to $4.42 per pound.

In general, demand for copper reflects the ratgnarlying world economic growth, particularly imdustrial production and construction. Accordindtook Hunt, a widely followed independent
metals market consultant, copper’s end-use mat&atstheir estimated shares of total consumpticer) a

Constructior 33%
Electrical application 33%
Industrial machiner 13%
Transportatior 13%
Consumer product 8%

Gold
Gold is used for jewelry, coinage and bullion adl &e various industrial and electronic applicasioGold can be readily sold on numerous marketautirout the world. Benchmark prices are
generally based on London Bullion Market Associatijpiotations. During 2010, London gold prices ageda$1,225 per ounce and ranged from $1,058 perediort1,421 per ounce.

Molybdenum

Molybdenum is a key alloying element in steel dmeltaw material for several chemical-grade produsesi in catalysts, lubrication, smoke suppressiompsion inhibition and pigmentation.
Molybdenum, as a high-purity metal, is also useel@ttronics such as flat-panel displays and iresaploys used in aerospace. Molybdenum’s end-ws&ets (and their estimated shares of total
consumption) are:

Construction stee 35%
Stainless ste¢ 25%
Chemicals 14%
Tool and higl-speed stee 9%
Cast iron 6%
Molybdenum meta 6%
Super alloys 5%

Reference prices for molybdenum are available werse publications, includinlyletals Week Ryan’s NotesindMetal Bulletin. During 2010, the weekly average price of molyhdemuoted by
Metals Weelaveraged $15.71 per pound and ranged from $1178qped to $18.60 per pound.

PRODUCTS AND SALES

FCX’s mining revenues for 2010 included sales qfpey (78 percent), gold (12 percent) and molybde(fipercent). PT Freeport Indonesia’s sales to iR&lthg represented 12 percent of our
consolidated revenues for 2010, 13 percent in 20@P8 percent in 2008. No other customer accouotetiore than 10 percent of our consolidated reesrin any of the past three years.

Copper Products
We are one of the world’s leading producers of esmmncentrate, cathode and continuous cast copgeburing 2010, 52 percent of our mined coppes a@ld in concentrate, 26 percent as cathodes
and 22 percent as rod (principally from our Nortimética operations).
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Our copper ores are generally processed eithemiejting and refining or by solution extraction agldctrowinning (SX/EW). Before being subject to simelting and refining process, ore is crushed
and treated to produce a copper concentrate wjtharocontent of approximately 20 to 30 percent.g@ogoncentrate is then smelted (subjected torertteeat) to produce copper anodes, which
weigh between 800 and 900 pounds each and haweeeanga copper content of 99.5 percent. The anaeesidher treated by electrolytic refining to puo@ copper cathodes, which weigh between
100 and 350 pounds each and have a copper corfit@®i9® percent. Our copper cathodes are usedeasthmaterial input for copper rod, brass millgarots and for other uses.

For ore subject to the SX/EW process, copper iseted from the ore by dissolving it with a weakpburric acid solution. The copper content of thieison is increased in two additional solution-
extraction stages and then the copper-bearingisnluhdergoes an electrowinning process to prodatigode that is 99.99 percent copper.

Copper Concentrate We produce copper concentrate at seven of ovesnof which PT Freeport Indonesia is our largestiucer. In North America, copper concentraterdglpced at our Morenci,
Bagdad and Sierrita mines, and is generally shippedir Miami smelter in Arizona. In South Ameriege produce copper concentrate at our Cerro Vé&adadelaria and Ojos del Salado mines.

Copper Cathode We produce copper cathode at two electrolyfioeeies (located in El Paso, Texas, and Huelvajigmnd at ten of our mines. In North America/BW cathode is produced from
our Morenci, Bagdad, Safford, Sierrita, Miami, Tyeoand Chino mines; in South America from our C&teede and El Abra mines; and from our Tenke mmAfrica. PT Smelting also produces
copper cathode.

Continuous Cast Copper RodWe manufacture continuous cast copper rod afamilities in El Paso, Texas; Norwich, Connectjard Miami, Arizona, primarily using copper catleqatoduced at
our North America mines.

Other Copper Products We produce specialty copper products at our Bgywperations in Elizabeth, New Jersey. These mtsdoclude specialty copper alloys in the formsaaf, bar and strip. We
manufacture electrode wire for use in welding stegls at our Norwich, Connecticut and El Paso, 3efeilities. We also produce copper sulfate geydeate for use in agricultural and industrial
applications at our facility in Sierrita, Arizonall of these facilities primarily use copper catleggroduced at our North America mines to manufactiveir end products.

Copper Sales

North Americe. The majority of the copper produced at our Ndxtherica copper mines and refined in our El Pagxas, refinery is consumed at our rod plants. Engainder of our North America
copper production is sold in the form of coppehode or copper concentrate to third parties. Gégecapper rod and cathode are sold to wire arddectabricators and brass mills under United St
(U.S.) dollardenominated, annual contracts. Cathode and rodaztrrices are generally based on the prevaill@%IEX monthly average spot price for the month apstent and include a premiu

South America Production from our South America mines is sold@sper concentrate or copper cathode to thirdgsauinder U.S. dollar-denominated, annual and rgalii-contracts. Our South
America mines sell approximately 60 percent ofrtkepper production in concentrate and the resag®de. During 2010, 16 percent of our South Araenines concentrate was sold at market |
to Atlantic Copper, our wholly owned copper smejtand refining unit in Spain.

Substantially all of South America’s copper concatat and cathode sales provide final copper pricireyspecified future period (generally one torfmonths from the shipment date) based on quoted
LME monthly average spot prices. Revenues fromtSAmerica’s concentrate sales are recorded neeafrhent and refining charges, which representga&ksto smelters and refiners that are
generally negotiated annually. In addition, becaupertion of the metals contained in copper cotraégs is unrecoverable from the smelting proaesgnues from South America’s concentrate sales
are also recorded net of allowances for unrecoVerabtals. These allowances are a negotiated teaura@ontracts and vary by customer.

Indonesia. PT Freeport Indonesia sells its production in trenfof copper concentrate, which contains significgguantities of gold and silver, under U.S. detlanominated, longerm contracts. F
Freeport Indonesia also sells a small amount opepponcentrates in the spot market.
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PT Freeport Indonesia and our South America minegigie Atlantic Copper with approximately 50 to @rcent of its current concentrate requiremenisaaket prices. PT Freeport Indonesia alsc
a contract to provide PT Smelting with the supdl{@0 percent of the copper concentrate requiresneatessary to produce 205,000 metric tons of eapprially on a priority basis (refer to
“Smelting Facilities” for further discussion).

During 2010, 57 percent of PT Freeport Indonesiaiscentrate was sold to PT Smelting and Atlantipg@s. We anticipate that PT Freeport Indonesibsell approximately 60 percent of its
concentrate to PT Smelting and Atlantic Copperd&2 A summary of PT Freeport Indonesia’s aggregateentage concentrate sales to PT Smelting, #tl@opper and to other third parties for the
last three years follows:

2010 2009 2008
PT Smelting 36% 32% 41%
Atlantic Coppet 21% 18% 15%
Third parties 43% 50% 44%
100% 100% 100%

Substantially all of PT Freeport Indonesia’s corie sales provide final copper pricing in a sfiedifuture period (generally one to four monthenirthe shipment date) based on quoted LME
monthly average spot prices. Revenues from PT Breépdonesia’s concentrate sales are recordedfmeyalties and treatment and refining chargesl(iling price participation charges, if
applicable, based on the market prices of metd&3) Freeport Indonesia’s concentrate sales arenalsof allowances for unrecoverable metals.

Africa . Production from our Tenke mine is sold as coma¢inode under U.S. dollar-denominated contractsst@ntially all of Tenke’s cathode sales providalfcopper pricing in the month after the
shipment date based on quoted LME monthly averpgemices. Revenues from Tenke'’s cathode saleseaoeded net of royalties and also include adjestsifor point-of-sale transportation cost
that are negotiated in customer contracts.

Europe. Atlantic Copper sells copper cathode directly td amd brass mills, primarily located in Europe.a#tic Copper has occasionally sold copper cathodeerchants. Copper cathode is
generally sold under annual contracts and priceédan the LME average spot price for the montiraéal at the buyer’s facilities.

Gold Products and Sales

We also produce gold, primarily at the Grasbergarafs district, which accounted for 95 percentwf consolidated gold production in 2010. Gold isnarily sold as a component of our copper
concentrate or in slimes, which are a by-produ¢hefsmelting and refining process. Gold geneiiallyriced at the average London Bullion Market Assation price for a specified month near the
month of shipment. Revenues from gold sold as gpoorant of our copper concentrate are recordedfriegatment and refining charges. Revenues frord gold in slimes are recorded net of refining
charges.

Molybdenum Products and Sales

We are the world’s largest producer of molybdenu molybdenum-based chemicals. In addition to pctido from our Henderson molybdenum mine, we preduolybdenum concentrate
primarily at our Bagdad and Sierrita copper mimeBlorth America, and at our Cerro Verde copper nmingouth America. During 2010, 56 percent of comanlidated molybdenum production was
from the Henderson molybdenum mine, 34 percentfreas the North America copper mines and 10 pereexst produced in South America.

The majority of our molybdenum concentrates areg@seed in our own conversion facilities. Techngralde oxide is produced from molybdenum concerdrat&ierrita, Arizona; Fort Madison, lov
and Rotterdam, the Netherlands. Ferromolybdenyroduced from technical-grade oxide in Stowmarldeited Kingdom, through a metallothermic reductmncess. High-quality molybdenum
concentrates are converted into molybdenum chemétdfort Madison and Rotterdam. Molybdenum geheisapriced based on the averagetals Weelprice for the month prior to the month of
shipment. Approximately 90 percent of our expe@@til molybdenum sales are expected to be pricecbabiling market prices.

Cobalt, Silver and Other Products and Sales

We produce cobalt hydroxide at the Tenke mine. @dtyaroxide is priced at a discount to the avenamgmthly low price published byletal Bulletinfor a specified month near the month of shipment.
We produce silver as a component of our copperargnate or in slimes. Silver generally is pricedhat average London Bullion Market Association @fiior a specified month near the month of
shipment. Sales of cobalt hydroxide, silver andpth
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metals, such as rhenium and magnetite, do notsepta significant component of our total revenues.
For an allocation of our consolidated revenuesdnggaphic area, refer to Note 18.

MINES

Following are maps and descriptions of our minipgrations in North America (including both coppedanolybdenum operations), South America, IndonasdAfrica.

North America

In the U.S., most of the land occupied by our cogmel molybdenum mines, concentrators, SX/EW téedlj smelter, refinery, rod mills, molybdenum tteas and processing facilities is generally
owned by us or is located on unpatented miningrdadwned by us. Certain portions of our Bagdadyi&e Miami, Tyrone, Chino, Cobre and Hendersoeragions are located on government-owned
land and are operated under a Mine Plan of Opestio other use permit. Various federal and statmijts or leases on government land are held fgyqaes incidental to mine operations.

Morenci

LOCATOR MAP

Morenci
Clifton
® Town
=== Rallway

We own an 85 percent undivided interest in Morewith the remaining 15 percent owned by affiliabdéSumitomo Corporation. Each partner takes in kisghare of Morenci's production.

Morenci is an open-pit copper mining complex thas been in continuous operation since 1939 andqusly was mined through underground workings. Marés located in Greenlee County,
Arizona, approximately 50 miles northeast of Saffon U.S. Highway 191. The site is accessible pgwaed highway and a railway spur.

The Morenci mine is a porphyry copper deposit tizet oxide and secondary sulfide mineralization,@idary sulfide mineralization. The predominanidexcopper mineral is chrysocolla. Chalcocite
is the most important secondary copper sulfide mingith chalcopyrite as the dominant primary capgafide.

The Morenci operation consists of a 50,000 metnizger-day concentrator, that produces copper aghdenum concentrate; a 68,000 metric ton-perelaghed-ore leach pad and stacking system;
a low-grade run-of-mine (ROM) leaching system; f8 plants; and three EW tank houses that prodopper cathode. Total EW tank house capacity isamrately 900 million pounds of copper
per year. Morenci’s concentrate leach, direct-etegnning facility was commissioned in third-quarB907 and processed copper concentrate until 289 when it was placed on care-and-
maintenance status. The available mining fleetistgef 102 235-metric ton haul trucks loaded bystidvels with bucket sizes ranging from 47 to SBicmeters, which are capable of moving over
750,000 metric tons of material per day.

In March 2010, we restarted the Morenci mill toqess available sulfide material currently beingedinMill throughput averaged 42,200 metric tonsmef per day in fourth-quarter 2010 and 26,000
metric tons of ore per day during the year 2010iarekpected to increase to approximately 50,000ic#@ns of ore per day in 2011. We have also cemeed a staged ramp up at the Morenci mine
from the 2009 rate of 450,000 metric tons of ore
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per day to 635,000 metric tons of ore per day. Mireng rate averaged 566,000 metric tons of oredpgrin fourth-quarter 2010 and over 480,000 medtnis of ore per day during the year 2010.
These activities are expected to enable Morenopper production to increase by approximately 128am pounds of copper per year in 2011.

Morenci’s copper production, including our jointntere partner’s share, totaled 514 million poumd2010, 504 million pounds in 2009 and 737 millwunds in 2008.

Morenci is located in a desert environment witifali averaging 13 inches per year. The highestbetevation is 2,000 meters above sea level andltimate pit bottom is expected to have an
elevation of 840 meters above sea level. The Ma@reration encompasses approximately 56,697 acoegprising 50,200 acres of patented mining clant other fee lands, 6,002 acres of
unpatented mining claims, and 495 acres of land bglstate or federal permits, easements and rifhigy.

Morenci receives electrical power from Tucson Hied®ower Company, Arizona Public Service Compamy the Luna Energy facility in Deming, New Mexidn (hich we own a one-third interest).
Although we believe the Morenci operation has sidfit water sources to support current operatioesare a party to litigation that may set legakcprents, which could adversely affect our water
rights at Morenci and at our other properties ifzdna. Refer to Item 3. “Legal Proceedings,” fdoimation concerning the status of these procesding

Bagdad

LOCATOR MAP
® Town
== Rallway
> Mine
;\
(o] 5 10
Arizona - e

Our wholly owned Bagdad mine is an open-pit coet molybdenum mining complex located in Yavapaii@y in west-central Arizona. It is approximately @iles west of Prescott and 100 miles
northwest of Phoenix. The property can be reaclyefirizona Highway 96, which ends at the town of Bad. The closest railroad is at Hillside, Arizoapproximately 24 miles southeast on Arizona
Highway 96. The open-pit mining operation has beegoing since 1945, and prior mining was condutiieaugh underground workings.

The Bagdad mine is a porphyry copper deposit coimtgiboth sulfide and oxide mineralization. Chalaite and molybdenite are the dominant primaryidel and are the primary economic minerals
in the mine. Chalcocite is the most common secgndapper sulfide mineral, and the predominant oxiolgper minerals are chrysocolla, malachite anditezu

The Bagdad operation consists of a 75,000 metnigotr-day concentrator that produces copper angbhdehum concentrates, an SX/EW plant that can pedp to 25 million pounds per year of
copper cathode from solution generated by low-gstdekpile leaching and a pressure leach plantdogss molybdenum concentrate. The available miitéeg has the capacity to move in excess of
180,000 metric tons of material per day using tydatr 235-metric ton haul trucks loaded by fiveegals with bucket sizes ranging from 40 to 56 cubgters.

Bagdad'’s production totaled 203 million pounds @fger and 7 million pounds of molybdenum in 20125 tnillion pounds of copper and 6 million poundsvadlybdenum in 2009, and 227 million
pounds of copper and 8 million pounds of molybderur2008.
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Bagdad is located in a desert environment withfadlinveraging 15 inches per year. The highest beahevation is 1,200 meters above sea level andltimeate pit bottom is expected to be 310 meters
above sea level. The Bagdad operation encompagpesxanately 21,743 acres, comprising 21,143 acfemtented mining claims and other fee lands,@0@lacres of unpatented mining claims.

Bagdad receives electrical power from Arizona RuBkrvice Company. Although we believe the Bagdaetation has sufficient water resources to supporent operations, we are a party to
litigation that may set legal precedents, whichld@dversely affect our water rights at Bagdad @inaur other properties in Arizona. Refer to ItenfiL®gal Proceedings,” for information concerning
the status of these proceedings.

Safford

LOCATOR MAP

Morenci
Clifton
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== Rallway
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Our wholly owned Safford mine has been in operasioge 2007 and is an open-pit copper mining coripleated in Graham County, Arizona, approximatgyht miles north of the town of Safford
and 170 miles east of Phoenix. The site is acdessjbpaved county road off U.S. Highway 70.

The Safford mine includes two copper deposits ltlhae oxide mineralization overlaying primary copgelfide mineralization. The predominant oxide ocapminerals are chrysocolla and copper-
bearing iron oxides with the predominant coppefidgeimaterial being chalcopyrite.

The property is a mine-for-leach project and presducopper cathodes. The operation consists of pea pits feeding a crushing facility with a cappacit 103,000 metric tons per day of crushed ore.
The crushed ore is delivered to a single leachiyyeal series of overland and portable conveyorsci.ealutions feed an SX/EW facility with a capa@fy240 million pounds of copper per year. The
available mining fleet consists of twenty 235-nmetdn haul trucks loaded by five shovels with budiees ranging from 31 to 34 cubic meters, whighcapable of moving an average of
approximately 285,000 metric tons of material pey.d

We are completing construction of a sulphur buate$afford, which will provide a more cost-effeetisource of sulphuric acid used in SX/EW operatand lower transportation costs. This project is
expected to be completed in second-quarter 2011.

Safford’s copper production totaled 143 million pdse in 2010, 184 million pounds in 2009 and 133iamlpounds in 2008.

Safford is located in a desert environment withfiell averaging 10 inches per year. The highestb@tevation is 1,250 meters above sea level andltimate pit bottom is expected to have an
elevation of 750 meters above sea level. The Shffperation encompasses approximately 24,957 amwegrising 20,994 acres of patented lands, 3,882eaf unpatented lands and 31 acres of land
held by federal permit.

The Safford operation’s electrical power is prodds The Morenci Water & Electric Company, a whallyned subsidiary of FCX, through the transmissigstems of Southwest Transmission
Cooperative, a subsidiary of Arizona Electric Po@eoperative, Inc., with most of the power sourfrech the Luna Energy facility. Although
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we believe the Safford operation has sufficientevagsources to support current operations, wa geety to litigation that may set legal precedewtsich could adversely impact the water rights at
Safford and at our other properties in Arizona.eRéd Iltem 3. “Legal Proceedings,” for informatiooncerning the status of these proceedings.

Sierrita
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Our wholly owned Sierrita mine has been in operesimce 1959 and is an open-pit copper and molylodenining complex located in Pima County, Arizoapproximately 20 miles southwest of
Tucson and seven miles west of the town of Gredleyand Interstate Highway 19. The site is actd#edly a paved highway and by rail.

The Sierrita mine is a porphyry copper deposit tzt oxide and secondary sulfide mineralizatiod, @imary sulfide mineralization. The predominaxide copper minerals are malachite, azurite and
chrysocolla. Chalcocite is the most important seleoy copper sulfide mineral, and chalcopyrite aradytmdenite are the dominant primary sulfides.

The Sierrita operation includes a 102,000 metmeger-day concentrator that produces copper angihdehum concentrates. Sierrita also produces cdppara ROM oxide-leaching system.
Cathode copper is plated at the Twin Buttes EWifgcivhich has a design capacity of approximat&ymillion pounds of copper per year. In 2004, ppso sulfate crystal plant began production,
which has the capacity to produce 40 million pouoidsopper sulfate per year. The Sierrita operadilso has molybdenum facilities consisting of aleag circuit, two molybdenum roasters and a
packaging facility. The molybdenum facilities preseSierrita concentrate, concentrate from our atiiees and concentrate from third-party sources. aVailable mining fleet has the capacity to
move an average of 200,000 metric tons of matpgaday using twenty-four 235-metric ton haul tsitdaded by four shovels with bucket sizes randiom 34 to 56 cubic meters.

Sierrita’s production totaled 147 million poundscopper and 18 million pounds of molybdenum in 2Q million pounds of copper and 19 million poarad molybdenum in 2009, and 188 million
pounds of copper and 20 million pounds of molybaderin 2008.

Sierrita is located in a desert environment wiihfedl averaging 12 inches per year. The highestheelevation is 1,160 meters above sea levellandIitimate pit bottom is expected to be 440 meters
above sea level. The Sierrita operation, includirggadjacent Twin Buttes site which we acquireBé@tember 2009, encompasses approximately 27,088,aamprising 13,282 acres of patented
mining claims and other fee lands, 11,694 acrasphtented mining claims and 2,024 acres of |ekzsets.

Sierrita receives electrical power through longrteontracts with the Tucson Electric Power Compaithough we believe the Sierrita operation hadisieiht water resources to support current
operations, we are a party to litigation that metylsgal precedents, which could adversely affectater rights at Sierrita and at our other properin Arizona. Refer to Item 3. “Legal Proceedirig
for information concerning the status of these peatings.
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Our wholly owned Miami mine is an open-pit coppenimg complex located in Gila County, Arizona, apdmately 90 miles east of Phoenix and six milestve the city of Globe on U.S. Highway
60. The site is accessible by a paved highway smdib

The Miami mine is developed on a porphyry coppgrodé that has leachable oxide and secondary sufficieralization. The predominant oxide copper mafseare chrysocolla, copper-bearing clays,
malachite and azurite. Chalcocite and covellieethe most important secondary copper sulfide raleer

Since about 1915, the Miami mining operation haatpssed copper ore using both flotation and legdigichnologies. Currently, operations consist sidcheal leaching of stockpiles with copper
recovered (from solution) by the SX/EW process. @sign capacity of the SX/EW plant is 200 millipounds of copper per year. We initiated limited imgnactivities at the Miami mine to improve
efficiencies of ongoing reclamation projects asated with historical mining operations at the sidering an approximate 5-year mine life, we exgeaamp up production to approximately 100
million pounds of copper per year by 2012. The laté mining fleet consists of twenty-four 2&¥etric ton haul trucks loaded by 3 shovels withKatisizes ranging from 31 to 34 cubic meters, w
are capable of moving an average of approximat&yaD0 metric tons of material per day.

Miami’s copper production totaled 18 million pourid2010, 16 million pounds in 2009 and 19 millipounds in 2008.

Miami is located in a desert environment with ralh&wveraging 18 inches per year. The highest betelation is 1,390 meters above sea level, andltimeate pit bottom will have an elevation of €
meters above sea level. The Miami operation encesgssapproximately 9,058 acres comprising 8,7 25saxfrpatented mining claims and other fee lands3@3 acres of unpatented mining claims.

Miami receives electrical power through long-teromiracts with the Salt River Project and natural tygough long-term contracts with El Paso Nat@as$ as the transporter. Although we believe the

Miami operation has sufficient water resourcesujpp®rt current operations, we are a party to littgathat may set legal precedents, which couldeeshly affect our water rights at Miami and at our
other properties in Arizona. Refer to Item 3. “LEBaoceedings,” for information concerning the ssadf these proceedings.
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Tyrone and Chino

LOCATOR MAP

Silver City X Cobre

Tyrone
Our wholly owned Tyrone mine is an open-pit coppéming complex which has been in operation sindg71% is located in southwestern New Mexico in @r@ounty, approximately 10 miles south
of Silver City, New Mexico, along State Highway 9e site is accessible by paved road and will maif@ccess in 2011.

The Tyrone mine is a porphyry copper deposit. Mafization is predominantly secondary sulfide catirsisof chalcocite with leachable oxide minerali@aatconsisting of chrysocola.

Copper processing facilities consist of an SX/EVéragion with a maximum capacity of 168 million pasrof copper cathodes per year. The available mifiéet has the capacity to move an average
of 130,000 metric tons of material per day usin@40-metric ton haul trucks loaded by three showtls bucket sizes ranging from 17 to 42 cubic mete

Tyrone’s copper production totaled 82 million posrid 2010, 86 million pounds in 2009 and 76 millpunds in 2008.

Tyrone is located in a desert environment withfediraveraging 16 inches per year. The highest befevation is 2,000 meters above sea level andltineate pit bottom is expected to have an
elevation of 1,500 meters above sea level. Therlg/aperation encompasses approximately 35,200, ameprising 18,755 acres of patented mining claamd other fee lands, and 16,445 acres of
unpatented mining claims (including 1,116 acreglayeng federal minerals on previously counted léaels).

Tyrone receives electrical power from the Luna Bwéacility and from the open market. Tyrone alss the ability to self-generate power. We belidveTyrone operation has sufficient water
resources to support current operations.

Chino
Our wholly owned Chino mine is an open-pit coppéming complex located in southwestern New Mexic&Girant County, approximately 15 miles east of tvert of Silver City off of State Highway
180. The mine is accessible by paved roads andibyChino has been in operation since 1910.

The Chino mine is a porphyry copper deposit witfaeeht copper skarn deposits. There is leachaltle @nd secondary sulfide mineralization, and riégrimary sulfide mineralization. The
predominant oxide copper minerals are chrysocaithazurite. Chalcocite is the most important seaondopper sulfide mineral, and chalcopyrite andyimdenite the dominant primary sulfides.

The Chino operation consists of a 39,000 metriegerrday concentrator that produces copper andbdelyum concentrates, and a 150 million pound-par-8&/EW plant that produces copper
cathode from solution generated by ROM leaching.
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We have initiated a restart of mining and millirgiaties at Chino, which were suspended in laté®0rhe ramp up of mining and milling activitieslvgignificantly increase copper production at
Chino, which is currently producing small amourftsapper from existing leach stockpiles. Planneding and milling rates are expected to be achiéyethe end of 2013. Incremental annual copper
production is expected to be 100 million pound20d2 and 2013 and 200 million pounds in 2014.

Chino’s copper production totaled 34 million poumd2010, 36 million pounds in 2009 and 155 milljpounds in 2008.

Chino is located in a desert environment with @irdveraging 16 inches per year. The highest beferation is 2,250 meters above sea level, andltimate pit bottom is expected to be 1,500
meters above sea level. The Chino operation encesepapproximately 118,024 acres comprising 1132&8s of patented mining claims and other feedaandd 4,804 acres of unpatented mining
claims (including 22,907 acres overlaying federal atate minerals on previously counted fee lands).

Chino receives power from the Luna Energy Facdityl from the open market. It also has the abititydif-generate power. We believe Chino has sefiicivater resources to support current
operations.

Henderson
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Our wholly owned Henderson molybdenum mine has lreeperation since 1976 and is located approxilypat2 miles west of Denver, Colorado, off U.S. Higly 40. Nearby communities include
the towns of Empire, Georgetown and Idaho Sprifige. Henderson mill site is located approximatelyriiles west of the mine and is accessible from @alo State Highway 9. The Henderson mine
and mill are connected by a 10-mile conveyor tummeler the Continental Divide and an additionatfimile surface conveyor. The tunnel portal is leddtve miles east of the mill.

The Henderson mine is a porphyry molybdenum depdgitmolybdenite as the primary sulfide mineral.

The Henderson operation consists of a large blasleeinderground mining complex feeding a concetrsaith a current capacity of approximately 29,00€tric tons-per-day. Henderson has the
capacity to produce approximately 40 million pounfisholybdenum per year. The majority of the molghdm concentrate produced is shipped to our Fodidda, lowa, processing facility. The
available underground mining equipment fleet cdasi$ 13 nine-metric ton load-haul-dump (LHD) uratsd seven 36- and 73-metric ton haul trucks, wféeld a gyratory crusher feeding a series of
three overland conveyors to the mill stockpiles.

As a result of weakened molybdenum markets, Hendesperated at reduced rates during 2009; howsubstantially improved market conditions have reslin an increase in Henderson’s
operating rates during 2010. Henderson’s molybdeproduction totaled 40 million pounds in 2010, 2iflion pounds in 2009 and 40 million pounds in 2008
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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 2,200 and 2,350 meters above
sea level. This region experiences significant gathduring the winter months.

The Henderson mine and mill operations encompgs®zimately 11,878 acres, comprising 11,843 acfgmtented mining claims and other fee lands, aB8-acre easement with the U.S. Forest
Service for the surface portion of the conveyoridor.

Henderson operations receive electrical power tjftrdang-term contracts with Xcel Energy and natges through long-term contracts with Anadarko Bp&ervices Company, with Xcel Energy as
the transporter. We believe the Henderson operatisrsufficient water resources to support curmgstations.

Other North America Mines
In addition to the currently operating mines ddsedi above, we have four non-operating copper mies Bisbee and Tohono in Arizona, and Cobre imNéexico; and the Climax molybdenum
mine in Colorado.

Our four non-operating copper mines have been orraad-maintenance status for several years antiweguire significant capital investment to rettinem to operating status.

Construction activities are ongoing at our Climaalybdenum mine, which was placed on care-and-mémtee status in 1995. Recent activities includectimpletion of concrete foundations for
various equipment installations and commencemetiteoball mill shell assembly. We plan to advaneestruction and conduct mine preparation activitesng 2011. The timing for start up of
mining and milling activities is dependent on marnenditions. The Climax molybdenum mine would hawenitial annual design capacity of 30 millionypals with significant expansion options.
Total estimated costs for the project approxima@@million, of which $254 million has been incudras of December 31, 2010.

South America
At our operations in South America, mine properéied facilities are controlled through mining claior concessions under the general mining lawseofélevant country. The claims or concessions
are owned or controlled by the operating compainieghich we or our subsidiaries have a controllimgnership interest. Roads, power lines and aqueduetcontrolled by easements.

Cerro Verde

X Cerro Verde
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We have a 53.56 percent ownership interest in Céerde, with the remaining 46.44 percent held byMs®erro Verde Netherlands B.V. (21.0 percent), Cafii@ de Minas Buenaventura S.A.A.
(29.3 percent) and other stockholders whose slaaeegublicly traded on the Lima Stock Exchange4 @ércent).

Cerro Verde is an open-pit copper and molybdenumingicomplex that has been in operation since Hitbis located 20 miles southwest of Arequipa, PEne site is accessible by paved

highway. Approximately one-third of Cerro Verde@pper cathode production is sold locally and #reaining copper cathodes and concentrate produat®transported approximately 70 miles by
truck and rail to the Pacific Port of Matarani ffripment to international markets.
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The Cerro Verde mine is a porphyry copper depbsitfhas oxide and secondary sulfide mineralizaton, primary sulfide mineralization. The predominaxide copper minerals are brochantite,
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, concentrator and SX/EW leachamilities. Leach copper production is derived frar89,000 metric ton-per-day crushed leach
facility and a ROM leach system. This leaching aien has a capacity of approximately 200 milli@upds of copper per year. A 108,000 metric tongarconcentrator was completed and began
processing of sulfide ore in 2006. During 2010,asmpleted a project to increase throughput of treentrator to approximately 120,000 metric tonsrefper day. The available fleet consists of
twenty-eight 180-metric ton and 23@etric ton haul trucks loaded by five shovels vhtitket sizes ranging in size from 21 to 53 cubitemse which are capable of moving an average ofcequpately
308,000 metric tons of material per day.

Cerro Verde's production totaled 668 million pourdsopper and 7 million pounds of molybdenum ii@0662 million pounds of copper and 2 million pderf molybdenum in 2009, and 694
million pounds of copper and 3 million pounds oflyl@enum in 2008.

Cerro Verde is located in a desert environment véthfall averaging 1.5 inches per year and isnraetive seismic zone. The highest bench elevigi@P00 meters above sea level and the ultimé
bottom is expected to be 2,000 meters above seh @erro Verde has a mining concession coveripgagmately 157,007 acres plus 24 acres of ownegegaty and 79 acres of rights-of-way outside
the mining concession area.

Cerro Verde receives electrical power under lomgrteontracts with Kallpa Generacion SA and Empres&eneracion Eléctrica de Arequipa. Water for@emro Verde processing operations comes
from renewable sources through a series of staesggvoirs on the Rio Chili watershed that colleater primarily from seasonal precipitation. Cevierde’s participation in the Pillones Reservoir
Project has secured water rights that we belielldbeisufficient to support Cerro Verde's currepecations. For a discussion of risks associateld thi¢ availability of water, see Item 1A. “Risk
Factors.”
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We own a 51 percent interest in El Abra, and tineaiaing 49 percent interest is held by the stateemicopper enterprise Corporacién Nacional del €dbrChile (CODELCO).

El Abra is an open-pit copper mining complex thas been in operation since 1996 and is locatedi&s morth of Calama in Chile’s El Loa province, grm II. The site is accessible by paved
highway and by rail.

The El Abra mine is a porphyry copper deposit tret sulfide and oxide mineralization. The predomimaimary sulfide copper minerals are bornite ehdicopyrite. There is a minor amount of
secondary sulfide mineralization
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as chalcocite. The oxide copper minerals are clepleband pseudomalachite. There are lesser amotintpper-bearing clays and tenorite.

The EI Abra operation consists of an open-pit coppi@e and an SX/EW facility with a capacity of 5@@lion pounds of copper cathode per year froni§,@00 metric ton-per-day crushed leach
circuit and a similar-sized, ROM leaching operatidhe available fleet consists of thirty-five 22@imic ton haul trucks loaded by four shovels witltkets ranging in size from 26 to 41 cubic meters,
which are capable of moving an average of 223,080iatons of material per day.

We are completing construction activities assodiatéh the development of a large sulfide depaosklaAbra to extend its mine life by over 10 yea@®nstruction activities for the initial phase bét
project are approximately 80 percent complete. #etdn from the sulfide ore, which is projectedamp up to approximately 300 million pounds of cepper year, is expected to replace the current
depleting oxide copper production. The aggregapétalanvestment for this project is expected tmt&725 million through 2015, of which approximgt#565 million is for the initial phase of the
project that is expected to be completed in secpradter 2011.

El Abra’s copper production totaled 320 million pais in 2010, 358 million pounds in 2009 and 368iomlpounds in 2008.

El Abra is located in a desert environment witfali averaging less than one inch per year arml @ active seismic zone. The highest bench etavit 4,180 meters above sea level and the uk
pit bottom is expected to be 3,410 meters abovéeseh El Abra controls a total of 110,268 acrémining claims covering the ore deposit, stockgilerocess plant, and water wellfield and pipeline.
In addition, EI Abra has acquired land surfacetsdbr the road between the processing plant amdnihe, the water wellfield, power transmissiore$irand for the water pipeline from the Salar de
Ascotan.

El Abra currently receives electrical power undeoatract with Electroandina. Water for our El Alpracessing operations comes from pumping of graater from the Salar de Ascotan pursuant to
regulatory approval. We believe El Abra has suffitiwater rights to support current operations.adiscussion of risks associated with the avditalif water, see Item 1A. “Risk Factors.”

Candelaria and Ojos del Salado
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Candelaria

We have an 80 percent ownership interest in Caridelsith the remaining 20 percent interest owngafiiliates of Sumitomo Corporation.
Candelaria’s open-pit copper mine has been in tiperaince 1993 and the underground mine has lreepération since 2005. The Candelaria copper mioamplex is located approximately 12

miles south of Copiap6 in northern Chile’s Atacgmnavince, Region Ill. The site is accessible by twaintained dirt roads, one coming through ther@iémarilla community and the other off of
Route 5 of the International Pan-American Highw@gpper concentrates are transported by truck t&timta Padrones port facility located in Caldeppraximately 50 miles northwest of the mine.
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The Candelaria mine is an iron oxide, copper ard deposit. Primary sulfide mineralization consistghalcopyrite.

The Candelaria operation consists of an open-pipepmine and a 6,000 metric ton-per-day undergt@apper mine, which is mined by sublevel stopfegding a 75,000 metric ton-per-day
concentrator. The available fleet consists ofyféour 225-metric ton haul trucks loaded by sixatle with bucket sizes ranging from 13 to 43 cubiters, which are capable of moving 235,000
metric tons of material per day.

Candelaria’s production totaled 300 million poundsopper and 76 thousand ounces of gold in 2096 ,n2illion pounds of copper and 74 thousand ounée®ld in 2009, and 383 million pounds of
copper and 98 thousand ounces of gold in 2008.

Candelaria is located in a desert environment waithfall averaging less than one inch per yeariar an active seismic zone. The highest benchagten is 675 meters above sea level and the
ultimate pit bottom is expected to be 30 meterswedea level. The Candelaria property encompaggeeximately 13,390 acres, including approximaftep acres for the port facility in Caldera. The
remaining property consists of mineral rights owbgdis in which the surface is not owned but cdletdoby us, which is consistent with Chilean law.

Candelaria receives electrical power through largatcontracts with Empresa Eléctrica Guacolda $iAocal energy company. Candelaria’s water suppiyes from well fields in the area of Tierra
Amarilla and Copiapé that draw water from the Cppi&iver aquifer. Because of rapid depletion of #guifer in recent years, Candelaria is expandgources of water supply. We have recently
completed construction of a pipeline to bring wdttem a nearby water treatment facility, and halge atarted engineering for a desalination plaat will supply all of Candelaria’s longer term wate
needs. The plant is expected to be completed bgritleof 2012 at an aggregate capital investmeappfoximately $280 million. For further discussiafirisks associated with the availability of wa
see Item 1A. “Risk Factors.”

Ojos del Salado
We have an 80 percent ownership interest in OjbSakado, with the remaining 20 percent interestesvby affiliates of Sumitomo Corporation.

The Ojos del Salado operation began commercialyatazh in 1929 and consists of two underground eoppines (Santos and Alcaparrosa) and a 3,800anetriper-day concentrator. The operation
is located approximately 10 miles east of Copiapddrthern Chile’s Atacama province, Region llidas accessible by paved highway. The Ojos deld®afaines are iron oxide and copper and gold
deposits. Primary sulfide mineralization considtstmlcopyrite.

The Ojos del Salado operation has a capacity @0BpBetric tons per day of ore from the Santos wrdeind mine and 4,000 metric tons of ore per damfthe Alcaparrosa underground mine. The
from both mines is mined by sublevel stoping sinoth the ore and enclosing rocks are competentbidieen ore is removed from the stopes using scangdoaded into an available fleet of twenty-
six 28-metric ton trucks, which transport the arétte surface. The ore from the Santos mine isgldadirectly to the Ojos del Salado mill for proégegsand the ore from the Alcaparrosa mine is
reloaded into six 54-metric ton trucks and haukexes miles to the Candelaria mill for processinge Djos del Salado concentrator has the capacjiyoduce over 30 million pounds of copper and
9,000 ounces of gold per year. Tailings from thesGjel Salado mill are pumped to the Candelarimgaifacility for final deposition. The Candelafecility has sufficient capacity for the remaining
Ojos del Salado tailings.

Ojos del Salads production totaled 66 million pounds of copped & thousand ounces of gold in 2010, 74 millioonus of copper and 18 thousand ounces of gold@,28nd 63 million pounds
copper and 16 thousand ounces of gold in 2008.

Ojos del Salado is located in a desert environm#htrainfall averaging less than one inch per y@ad is in an active seismic zone. The highestigndend level is at an elevation of 500 meters

above sea level, with the lowest underground lav@50 meters above sea level. The Ojos del Sataderal rights encompass approximately 15,815 awre&h includes approximately 6,784 acres
of owned land in and around the Ojos del
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Salado underground mines and plant site. The réngaproperty consists of mineral rights owned byrushich the surface is not owned but controllgdib, which is consistent with Chilean law.

Ojos del Salado receives electrical power throegigiterm contracts with Empresa Eléctrica Guac8lda Ojos del Salado’s water supply comes from fieldls in the area of Tierra Amarilla and
Copiap6 that draw water from the Copiap6 River feguFor a discussion of risks associated withaeilability of water, see Item 1A. “Risk Factors.”
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Ownership. PT Freeport Indonesia is a limited liability coamy organized under the laws of the Republic obivasia and incorporated in Delaware. We directly 84.28 percent of PT Freeport
Indonesia, 9.36 percent indirectly through our Wholvned subsidiary, PT Indocopper Investama, &ed3overnment of Indonesia owns the remaining pe36ent.

We have established certain unincorporated jointures with Rio Tinto plc (Rio Tinto). Pursuanttke joint venture agreement, Rio Tinto has a 4@qu@rinterest in certain assets and future
production exceeding specified annual amounts ppen gold and silver through 2021 in Block A of Pieeport Indonesia’s Contract of Work, and, 2821, a 40 percent interest in all production
from Block A (refer to Note 2 for further discuss)o

Contract of Work (COW) Through a COW with the Government of IndonesiFreeport Indonesia conducts its current exploreéind mining operations in Indonesia. The COW gmveur rights
and obligations relating to taxes, exchange cositrolyalties, repatriation and other matters, aad @oncluded pursuant to the 1967 Foreign Capitestment Law, which expresses Indonesia’s
foreign investment policy and provides basic gusses of remittance rights and protection againsonalization, a framework for economic incentiva®l basic rules regarding other rights and
obligations of foreign investors. Specifically, tB©W provides that the Government of Indonesia moli nationalize or expropriate PT Freeport Ind@igsnining operations. Any disputes regarding
the provisions of the COW are subject to intermalarbitration. We have experienced no disputgsirieg arbitration during the more than 40 yeaeshave operated in Indonesia.

PT Freeport Indonesia’s original COW was enteréal im 1967 and was replaced by a new COW in 1998g.ifitial term of the current COW expires in 20B(t can be extended for two 10-year
periods subject to Indonesian government apprevabh cannot be withheld or delayed unreasonaliy. COW allows us to conduct exploration, mining anatuction activities in the 24,700-acre
Block A area, which is where all of PT Freeportdndsia’s proven and probable mineral reserves amdrit mining operations are located. Under the CBWFreeport Indonesia also conducts
exploration activities in the approximate 500,0@@eaBlock B area.

17




Table of Content

As further discussed in Note 14, PT Freeport Ind@npays copper royalties under its COW, and hesegigio pay additional royalties to the Governnwérihdonesia that are not required under its
COW. The additional royalties provide further sugigo the local governments and to the people efitidonesian province of Papua. PT Freeport Indaiseshare of the combined royalties totaled
$156 million in 2010, $147 million in 2009 and $1@lion in 2008.

PT Irja Eastern Minerals (Eastern Minerals), of ethive own 100 percent, conducts exploration thraugiint venture agreement, under a separate COAMN area covering approximately 450,000
acres in Papua.

Under a joint venture agreement through PT NabaktiBViining (PTNBM), we conduct exploration actieis under a separate COW in an area covering aippately 500,000 acres in five parcels
contiguous to PT Freeport Indonesia’s Block B and of Eastern Minerals’ blocks.

In 2008, Indonesia enacted a new mining law, whitthoperate under a licensing system as opposé¢deOW system that applies to PT Freeport Indan&astern Minerals and PTNBM. In 2010,
the Government of Indonesia promulgated regulatiorder the 2008 mining law and certain provisiosdrass existing COWs. The regulations provide @@ws will continue to be honored until
their expiration. However, the regulations attetopapply certain provisions of the new law to érigtCOWSs and to convert any existing COWs to liesnf®r any extension periods provided by the
applicable COW even though our COWSs provide for t@eyear extension periods under the existing terhearr COWs.

Grasberg Minerals District.PT Freeport Indonesia operates in the remotddrigs of the Sudirman Mountain Range in the pravioicPapua, Indonesia, which is on the westerndfalfe island of
New Guinea. We and our predecessors have condexpdaration and mining operations in Block A sid@67 and have been the only operator of these tipesaThe Grasberg minerals disti
currently has three mines in operation: the Grasbpen pit, the Deep Ore Zone (DOZ) undergroundkbtave and the Big Gossan open stoping mine. elave significant development projects
in the Grasberg minerals district, which are disedsin more detail in “Development Projects andl@gtion” and in Item 7. “Management’s Discussand Analysis of Financial Conditions and
Results of Operations.”

PT Freeport Indonesia’s production, including ain{ venture partner’s share, totaled 1.3 billimupds of copper and 2.0 million ounces of goldGd@, 1.6 billion pounds of copper and 3.0 million
ounces of gold in 2009 and 1.1 billion pounds gfper and 1.2 million ounces of gold in 2008.

Our principal source of power for all our Indones@perations is a coal-fired power plant that wi ruconjunction with our fourth concentrator fréixpansion. Diesel generators supply peaking and
backup electrical power generating capacity. A cioiaton of naturally occurring mountain streams asmder derived from our underground operations joles/water for our operations. Our
Indonesian operations are in an active seismic andeexperience average annual rainfall of apprateiy 200 inches.

Grasberg Open Pit

We began open-pit mining of the Grasberg ore bady990. Open-pit operations are expected to coatihrough mid 2016, at which time underground ngroperations are scheduled to begin at our
Grasberg Block Cave mine, which is currently inelepment. Production in the open-pit is currently at the 328 3,940- meter elevation level and totaled 5lan metric tons of ore in 2010 and
57 million metric tons of ore in 2009, which progi@i63 percent of our 2010 mill feed and 70 peroéour 2009 mill feed. Remaining mill feed comesnfrour DOZ and Big Gossan mines.

The current equipment fleet consists of over 506suiihe larger mining equipment directly assodatéth production includes an available fleet oBIaul trucks with payloads ranging from
approximately 215 metric tons to 330 metric tond 48 shovels with bucket sizes ranging from 30 cuféters to 42 cubic meters, which during 2010 rdareaverage of 701,000 metric tons per

Grasberg crushing and conveying systems are integtlae mine and provide the capacity to transpprto 225,000 metric tons per day of Grasbergmtiee mill and 135,000 metric tons per day of
overburden to the overburden stockpiles. The reimgiore and overburden is moved by haul trucks.
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Deep Ore Zone (DO:Z

The DOZ ore body lies vertically below the now agptl Intermediate Ore Zone. We began productian firee DOZ ore body in 1989 using open stope minieghods, but suspended production in
1991 in favor of production from the Grasberg dép&soduction resumed in September 2000 usindplivek-cave method. Production is at the 3,110-melration level and totaled 29 million
metric tons of ore in 2010 and 26 million metriasdn 2009. Production at the DOZ mine is expetterbntinue through 2019. Beginning in 2015, wengaramp up production at our Deep Mill
Level Zone (DMLZ) block cave mine, which is curdgninder development.

During 2010, we completed over 10,000 meters oéigament drifting in support of the block-cave migimethod for the DOZ mine. The expansion of theZwPeration to 80,000 metric tons of ore
per day is complete. The success of the developafehe DOZ mine, one of the world’s largest undeumnd mines, provides confidence in the future tpraent of PT Freeport Indonesia’s large-
scale undeveloped underground ore bodies.

The DOZ mine fleet consists of over 195 pieces obite heavy equipment, which in 2010 moved an ayeef 80,000 metric tons of ore per day. The prinmaining equipment directly associated
with production and development includes an avé&l#leet of 52 LHD units and 25 haul trucks. Ouogluction LHD units typically carry approximately tietric tons of ore. Using ore passes and
chutes, the LHD units transfer ore into 55-ton cityehaul trucks. The trucks dump into two gyrateryshers and the ore is then conveyed to thecusf@ckpiles.

Big Gossar

The Big Gossan mine lies underground and adjaoethietcurrent mill site and is a skarn hosted copyEd and silver deposit. It is a tabular, neartical ore body with approximate dimensions of
1,200 meters along strike and 800 meters down dipwarying thicknesses from 20 meters to 120 nsetdthe mine utilizes a blasthole stoping methati welayed paste backfill. Stopes of varying
sizes are mined and the ore dropped down passesuok haulage level. Trucks are chute loadedtmmsport the ore to a jaw crusher. The crushedsahen hoisted vertically via a two skip
production shaft to a level where it is loaded cantmnveyor belt. The belt carries the ore toafitbe main underground conveyors where the oteisferred and carried to the surface mill stoekpi
for processing.

Production began in fourth-quarter 2010 and isgfesi to ramp up to 7,000 metric tons per day k#2812, which will result in average annual aggregecremental production of 125 million
pounds of copper and 65 thousand ounces of gotti @i Freeport Indonesia receiving 60 percent e¢hramounts).

Description of Ore BodiesOur Indonesia ore bodies are located within andraddwo main igneous intrusions, the Grasberg mdiozibe and the Ertsberg diorite. The host rocktheke ore bodies
include both carbonate and clastic rocks that fireridge crests and upper flanks of the Sudirmang®, and the igneous rocks of monzonitic to doocibmposition that intrude them. The igneous-
hosted ore bodies (the Grasberg open pit and lalaek, and portions of the DOZ block cave) occureas stockworks and disseminations of copper sedfiglominated by chalcopyrite and, to a much
lesser extent, bornite. The sedimentary-rock hostedodies (portions of the DOZ and all of the Bigssan) occur as “magnetite-rich, calcium/magneskarn” replacements, whose location and
orientation are strongly influenced by major faaltsl by the chemistry of the carbonate rocks atbhegnargins of the intrusions.

The copper mineralization in these skarn depositminated by chalcopyrite, but higher bornitecaamrations are common. Moreover, gold occursgnificant concentrations in all of the district’'s

ore bodies, though rarely visible to the naked @yese gold concentrations usually occur as inehssivithin the copper sulfide minerals, thoughsame deposits, these concentrations can also be
strongly associated with pyrite.
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The following diagram indicates the relative elémas (in meters) of our reported ore bodies.
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Africa

We currently own an effective 57.75 percent inteireshe Tenke Fungurume minerals district. Theaimg ownership interests are held by Lundin Min@orporation (Lundin) (currently an
effective 24.75 percent interest) and La GénérateGarrieres et des Mines (Gécamines), which idlywbaned by the Government of the DRC (currentfySLpercent non-dilutable interest).

We are entitled to mine in the DRC under the Ameraled Restated Mining Convention (ARMC) between T&M the government of the DRC. The original Min@anvention was entered into in
1996 and was replaced with the ARMC in 2005. Aghierr discussed in Note 14, in October 2010, theegowent of the DRC announced the conclusion ofélkiw of TFM's contracts, and
confirmed that the existing mining contracts argaod standing and acknowledged the rights andfiteigeanted under those contracts. In connectiith the review, TFM made several commitme
that have been reflected in amendments to its mio@mtracts (refer to Note 14 for further discusgion December 2010, the addenda to TFM’s ARMC Anmended and Restated Shareholders’
Agreement were signed by the parties and are pgradresidential Decree. TFM'’s existing mining cacts will be in effect until the Presidential Deeris obtained. After giving effect to the
amendments and obtaining approval of the modificettd TFM’s bylaws, our effective ownership interiesthe project will be 56.0 percent.

TFM pays a royalty of 2 percent of net revenuesentidle ARMC, which totaled $20 million in 2010 a$id million in 2009.

The Tenke Fungurume deposits are located in tharigat province of the DRC approximately 110 mileghwest of Lubumbashi. The deposits are accesBiblenpaved roads and by rail. The Tenke
Fungurume deposits are sediment-hosted copperadadt cleposits with oxide, mixed oxide-sulfide audfide mineralization. The dominant oxide minerale malachite, pseudomalachite and
heterogenite. Important sulfide minerals considtahite, carrollite, chalcocite and chalcopyrite.

Initial copper production commenced at the Tenkegemume mine in late March 2009. Targeted coppedymstion rates were achieved in September 200%hendobalt and sulphuric acid plants w
commissioned in third-quarter 2009. Copper and k@lva recovered through an agitation-leach plahe milling facilities at Tenke, which were desigrte produce at a capacity rate of 8,000 metric
tons of ore per day, have been performing aboveaigp with mill throughput averaging 10,300 metidais of ore per day in 2010. The current equiprfieet includes one twelve-cubic meter front-
end loader, ten 5-cubic meter front-end loadens; 8d-metric ton haul trucks, twenty-nine 45-metan haul trucks, surface miners, production dréempling machines and crawler dozers.

We are planning a second phase of the project,hwhauld include optimizing the current plant andrgmsing capacity. As part of the second phasengerof near-term expansion options are being

considered, which have the potential of adding h@iion to 200 million pounds of copper per yearothe next two to three years. Future expansionsubject to a number of factors, including
economic and market conditions and the businessnaedtment climate in the DRC.
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Tenke’s production totaled 265 million pounds opper and 20 million pounds of cobalt in 2010 and tSllion pounds of copper in 2009.

Tenke Fungurume is located in a tropical regionyéner, temperatures are moderated by its highitudats. Weather in this region is characterize@ loyy season and a wet season, each lasting about
six months with average rainfall of 47 inches peary The highest bench elevation is expected th480 meters above sea level and the ultimateopivin is expected to be 1,270 meters above sea
level. The Tenke Fungurume deposits are locatduimibur concessions totaling 394,455 acres.

Tenke Fungurume has entered into long-term powgplgand infrastructure funding agreements withSlogiété Nationale d’Electricité, the state-owneztelc utility company serving the region.

The results of a recent water exploration prograsnyell as the regional geological and hydro-geo&dgonditions, indicate that adequate water &lakble for the project, and for hydro-electric
generation during the expected life of the operatio
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For comparative purposes, production and salessthatan below for the years ended December 31, 28872006, combines our historical data with PhBlpdge pre-acquisition data. As the pre-
acquisition operating data represent the resultsexfe operations under Phelps Dodge managemehtcsmbined data is not necessarily indicative lodtypast results would have been under FCX
management or of future operating results.

PRODUCTION DATA

Years Ended December 31
COPPER (millions of recoverable pounds) 2010 2009 2008 20072 20062

(FCX's net interest in %
North America

Morenci (85%)° 437 42¢ 62¢€ 687 69%
Bagdad (100% 202 22t 227 20z 165
Safford (100% 143 184 132 1 -
Sierrita (100%, 147 17C 18¢€ 15C 162
Tyrone (100% 82 86 76 50 64
Chino (100%, 34 36 15& 19C 18€
Miami (100%) 18 16 19 20 19
Other (100% 3 2 6 2C 16
Total North Americe 1,067 1,145 1,43( 1,32(¢ 1,30t
South Americe
Cerro Verde (53.56% 66¢ 662 694 594 22z
El Abra (51%) 32C 35¢ 36€ 36€ 482
Candelaria/Ojos del Salado (80%) 36€ 37C 44€ 45% 42¢
Total South Americ: 1,35¢ 1,39( 1,50€ 1,41% 1,13:
Indonesie
Grasberg (90.64%d 1,222 1,412 1,094 1,151 1,201
Africa
Tenke Fungurume (57.759 26¢ 154 - - .
Consolidated 3,00¢ 24,10 2,03 3,88¢ 3,63¢
Less noncontrolling interes 76€ 754 692 652 537
Net 3,142 3,34¢ 3,331 3,231 3,102

GOLD (thousands of recoverable ounc

(FCX's net interest in %

North America (100%P 7 4 14 15 19
South America (80% 93 92 114 11ee 112
Indonesia (90.64%¢ 1,78¢ 2,56¢ 1,16% 2,19¢ 1,732
Consolidated 1,88¢ 2,66¢ 1,291 2,32¢ 1,86:
Less noncontrolling interes 18¢ 25¢ 132 22¢ 184
Net 1,70C 2,40¢ 1,15¢ 2,10C 1,67¢

MOLYBDENUM _ (millions of recoverable pound

(FCX's net interest in %

Henderson (100% 40 27 40 39 37
North America copper mines (100¢ 25 25 30 3Cp 31°
Cerro Verde (53.56% 7 2 3 1 -
Consolidated 72 54 73 70 68
Less noncontrolling intere 3 1 1 - -
Net 69 53 72 70 68

a. For comparative purposes, operating data for thesyended December 31, 2007 and 2006, combindssiarical data with Phelps Dodge pre-acquisitiatadAs the pre-acquisition data
represent the results of these operations unddp®bedge management, such combined data is nessadly indicative of what past results would hagen under FCX management or of fu
operating results

b. Amounts are net of Morer’s 15 percent joint venture partner inter

c. Includes North America copper production of 258lioml pounds and South America copper productioR5& million pounds for Phelps Doc’'s pre-acquisition results

d. Amounts are net of Grasb('s joint venture partn’s interest, which varies in accordance with terfrth® joint venture agreemei

e. Includes gold production of 21 thousand ounce®fulps Dodc's pre-acquisition results

—

. Includes molybdenum production of 14 million pourilsPhelps Dodc's pre-acquisition results
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SALES DATA
Years Ended December 31
COPPER (millions of recoverable pounds) 2010 2009 2008 20072 20062
MINED COPPER (FCX's net interest in %
North America
Morenci (85%)° 434 45¢ 64€ 692 69z
Bagdad (100% 20€ 22t 22€ 20C 16t
Safford (100% IS5 17€ 107 - -
Sierrita (100%, 152 172 184 157 161
Tyrone (100% 83 85 71 53 64
Chino (100%; 35 52 174 18¢€ 18¢€
Miami (100%) 17 16 20 24 19
Other (100% 3 2 6 19 16
Total North Americe 1,08t 1,187 1,43¢ 1,33% 1,30%
South Americe
Cerro Verde (53.56% 654 667 701 587 214
El Abra (51%) 31E 361 365 365 487
Candelaria/Ojos del Salado (80%) 36€ 36€ 45E 447 42E
Total South Americi 1,33¢ 1,39¢ 1,521 1,39¢ 1,12¢
Indonesie
Grasberg (90.64%d 1,21¢ 1,400 1,111 1,131 1,201
Africa
Tenke Fungurume (57.75' 262 13C - - .
Consolidated 3,89¢ 4,111 4,06€ 3,86: 3,63(
Less noncontrolling interes 75€ 74¢€ 69¢ 6417 53¢
Net 3,14(C 3,36¢ 3,367 3,21¢ 3,09¢
Consolidated sales from min 3,89¢ 4,111 4,06€ 3,86: 3,63(
Purchased copp: 182 16€ 482 65( 73€
Total copper sales, including purchase 4,07¢ 4,27 4,54¢ 4,51% 4,36¢
Average realized price per pou $3.5¢ $2.6( $2.6¢ $3.22 $2.8(¢
GOLD (thousands of recoverable ounc
MINED GOLD (FCX's net interest in %
North America (100%P 5 6 16 21 19
South America (80% 93 90 11€ 114 111
Indonesia (90.64%4 1,76¢ 2,54: 1,182 2,18¢ 1,73¢
Consolidated 1,86: 2,63¢ 1,31/ 2,32( 1,86¢
Less noncontrolling interes 184 25€ 134 22¢ 18E
Net 1,67¢ 2,38¢ 1,18( 2,097 1,681
Consolidated sales from min 1,862 2,63¢ 1,31¢ 2,32( 1,86¢
Purchased gol 1 1 2 6 12
Total gold sales, including purchase 1,86¢ 2,64( 1,31¢ 2,32¢ 1,87¢
Average realized price per our $1,27: $99: $861 $68:2 $56€9
MOLYBDENUM (millions of recoverable pound
MINED MOLYBDENUM 67 58 71 6%h 69
Less noncontrolling interes 3 1 1 - -
Net 64 57 70 69 69
Consolidated sales from min 67 58 71 69 69
Purchased molybdenu 2 6 8 9 8
Total molybdenum sales, including purchase 69 64 79 78 17
Average realized price per pou $16.47 $12.3¢ $30.5¢ $25.81 $21.87

a. For comparative purposes, operating data for thesyended December 31, 2007 and 2006, combindssiarical data with Phelps Dodge pre-acquisitiatadAs the pre-acquisition data
represent the results of these operations unddp®bedge management, such combined data is nessadly indicative of what past results would hbeen under FCX management or of fu
operating results

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

c. Includes North America copper sales of 283 milljimunds and South America copper sales of 222 mifimunds for Phelps Dod’s pre-acquisition results

d. Amounts are net of Grasb('s joint venture partn’s interest, which varies in accordance with terfrth® joint venture agreemei

e. Before charges for hedging losses related to copiee protection programs, amounts were $3.27ppand for 2007 and $3.08 per pound for 2(

f. Includes gold sales of 18 thousand ounces for BH2duig' s pre-acquisition results

g. Amount was approximately $606 per ounce beforesa ém redemption of our G-Denominated Preferred Stock, Series

h. Includes molybdenum sales of 17 million poundsFbelps Dodc's pre-acquisition results
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DEVELOPMENT PROJECTS AND EXPLORATION

We are increasing near-term production at sevéraliocopper mines and also have several projextpatential opportunities to expand productiorunads, extend mine lives and develop lasgale
underground ore bodies. Major development projeateently include the development of the massiveenground ore bodies in the Grasberg mineralsicisthe El Abra sulfide reserves and the
development of the Climax molybdenum mine. Studiesunder way to evaluate a large-scale concengapmnsion at Cerro Verde, a major mill projedEbAbra, various mill projects to process
sulfide ore in North America and staged expansjatioas at Tenke. For further discussion of theskeaur other development projects and exploratidgividies, refer to ltem 7. “Management’s
Discussion and Analysis of Financial Condition &ebults of Operations.”

In addition to the development projects in progieske Grasberg minerals district, we also havadditional long-term underground mine developnpenject in the Grasberg minerals district for the
Kucing Liar ore body, which lies on the southeant of and underneath the southern portion of tresk@&rg open pit at the 2,605-meter elevation l&Wel expect to mine the Kucing Liar ore body
using the block-cave method. Aggregate capital essiates for development of the Kucing Liar coelypare expected to approximate $2 billion.

Over the next five years, we estimate aggregatiéatapending for underground mine developmenh&Grasberg minerals district to average approxaip&600 million per year. These costs will be
shared with Rio Tinto in accordance with our joiehture agreement. Considering the long-term natndelarge size of these projects, actual costkl abffer materially from these estimates.

In addition to the mine development costs abovecatrent mine development plans include approxétye#3 billion of capital expenditures at our prssiag facilities to optimize the handling of
underground ore types once Grasberg open-pit apesatease. Substantially all of these expenditwikde made between 2016 and 2030. We continuewigw our mine development and
processing plans to maximize the value of our reser

SMELTING FACILITIES
Atlantic Copper, S.AOur wholly owned Atlantic Copper smelter and refinis located on land concessions from the Huebgain port authorities, which expire in 2027.
The design capacity of the smelter is 290,000 métris of copper per year and the refinery curydmks a capacity of 265,000 metric tons of copeetypar. During 2010, Atlantic Copper treated
980,700 metric tons of concentrate and scrap anduged 255,000 metric tons of copper anodes and@83netric tons of copper cathodes. During 20G&nic Copper treated 1,000,700 metric 1
of concentrate and scrap and produced 269,000ametrs of copper anodes and 256,600 metric toospmier cathodes.

Atlantic Copper has a 21-day maintenance turnareschdduled in April 2011. Atlantic Copper’s laktidown was in 2007, when it completed a sched2Bday maintenance turnaround. Major
maintenance turnarounds typically occur approxityaeery 12 years for Atlantic Copper, with signéntly shorter term maintenance turnarounds ogmyin the interim.

During 2010, Atlantic Copper purchased 28 percéitsa@oncentrate requirements from PT Freeporoihedia and 25 percent from our South America mitesarket prices.

We made no capital contributions to Atlantic Copfstem 2005 through 2010. We loan funds to Atla@mpper from time to time, and at December 31, 2€idse loans totaled $411 million. Our net
investment in Atlantic Copper was approximately $#fion at December 31, 2010.

PT Smelting PT Freeport Indones®’1991 COW required us to construct or cause tmhstructed a smelter in Indonesia if we and tliehesian government determined that such a prejecid be
economically viable. In 1995, following the compdet of a feasibility study, we entered into agreatagelating to the formation of PT Smelting, addnesian company, and the construction of the
copper smelter and refinery in Gresik, IndonesiaFReeport Indonesia, Mitsubishi Materials CorpiaraiMitsubishi Materials), Mitsubishi Corporatiémimetals Ltd. (Mitsubishi) and Nippon
Mining & Metals Co., Ltd. (Nippon) own 25 perceff.5 percent, 9.5 percent, and 5 percent, resgtof the outstanding PT Smelting common stétk.Smelting owns and operates the smelter
and refinery in Gresik, Indonesia.
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PT Freeport Indonesia’s contract with PT Smeltingvjzles for the supply of 100 percent of the coppmercentrate requirements necessary for PT Smetiipgoduce 205,000 metric tons of copper
annually on a priority basis. PT Freeport Indoaedso sells copper concentrate to PT Smeltingaaket rates, which are not subject to a minimumaxkimum rate, for quantities in excess of 205
metric tons of copper annually. Refer to Note 2fémther discussion of our investment in PT Smelti

During 2006, PT Smelting completed an expansiatsgiroduction capacity to 275,000 metric tonsaper per year. During 2010, PT Smelting treat€84,800 metric tons of concentrate and
produced 262,700 metric tons of copper anodes @nbA0 metric tons of copper cathodes. During 2609Smelting treated 1,073,900 metric tons of cotre¢e and produced 310,200 metric tons of
copper anodes and 286,000 metric tons of coppkodas.

In 2008, PT Smelting completed a scheduled 25-daiptenance turnaround. Major maintenance turnaretypically occur approximately every four years Bd Smelting, with significantly shorter
term maintenance turnarounds in the interim.

Miami Smelter. We own and operate a smelter at our Miami, Arizonining operation. The smelteas been in production for over 80 years and has bpgraded during that period to implement
technologies, to improve production and to compithwir quality requirements. Additionally, thereeanew air regulations that may require the Miameker to implement new technologies to meet
these requirements (refer to Item 1A. “Risk Factéws further discussion).

The Miami smelter processes concentrate primandlgnfour Arizona copper mines. Concentrate procesedgh the smelter totaled approximately 625,0@dric tons in 2010 and 619,000 metric
tons in 2009. In addition, because sulphuric asia by-product of smelting concentrates, the Mismelter is also the most significant source of lsutjc acid for our North America leaching
operations.

The Miami smelter has a 3fay maintenance shutdown scheduled in June 201jbr khaintenance turnarounds typically occur apprately every 14 months for the Miami smelter, vaidnificantly
shorter term maintenance turnarounds in the interim

OTHER PROPERTIES AND INVESTMENTS

Rod & Refining OperationsOur Rod & Refining operations consist of convensfacilities located in North America includingefinery in El Paso, Texas; rod mills in El Pasexds, Norwich,
Connecticut and Miami, Arizona; and a specialtypapproducts facility in Bayway, New Jersey. Werefour copper anode production from our Miami gereklong with purchased anodes, at our
El Paso refinery. The El Paso refinery has theniistito operate at an annual production capadigbout 900 million pounds of copper cathode, whgchufficient to refine all of the copper anode we
produce at Miami. Our El Paso refinery also produtiekel carbonate, copper telluride, and autoclaslienes material containing gold, silver, platinanmd palladium.

Molybdenum Conversion FacilitiedVe process molybdenum concentrates at our canweptants in the U.S. and Europe into such praglasttechnicafirade molybdic oxide, ferromolybdenum, g
molybdic oxide, ammonium molybdates, molybdenunulfitie and molybdenum metal powder. We operate bd#yum roasters in Sierrita, Arizona; Fort Madidoma; and Rotterdam, the
Netherlands

The conversion facility located at our Sierrita egronsists of two molybdenum roasters that procedgbdenum concentrates produced at our mines ardtoll basis for third parties. The facility
produces molybdenum oxide and related products.

The Fort Madison, facility consists of two molybdemroasters, a sulphuric acid plant, a metalluidteghnical oxide) packaging facility, and a cheaticonversion plant, which includes a wet-
chemicals plant, sublimation equipment and molybdexisulfide processing and packaging. In the chehglant, molybdic oxide is further refined intarious highpurity molybdenum chemicals f
a wide range of uses by chemical and catalyst naatwriers. In addition to metallurgical oxide protuthe Fort Madison facility produces ammonium aliybdate, pure molybdic oxide, ammonium
heptamolybdate, ammonium octamolybdate, sodium baiaite, sublimed pure molybdic oxide and molybdewlisulfide.

The Rotterdam conversion facility consists of aybdenum roaster, sulphuric acid plant, metalluigieeckaging
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facility and chemical conversion plant. The plardduces metallurgical products primarily for thpdrties. Ammonium dimolybdate and pure molybdiaexare produced in the wet-chemicals plant.

We also produce ferromolybdenum for worldwide costes at our conversion plant located in Stowmatidetted Kingdom. The plant is operated both asnéernal and external customer tolling
facility.

McMoRan Exploration Co. (MMR) In December 2010, we completed the purchase @DB0 shares of MMR'’s 5%:% Convertible PerpetuafePred Stock (the Preferred Stock) for an aggregate
purchase price of $500 million. The Preferred Bisdnitially convertible into 62.5 shares of MM#®mmon stock per share of Preferred Stock (an ggteeof 31.25 million shares or approximately
14 percent of MMR’s common stock on a fully conedrbasis at December 31, 2010), or an initial cosioe price of $16 per share of MMR common stobkconnection with the completion of the
purchase, we entered into a registration rights@gent and a stockholder agreement with MMR.

MMR is engaged in the exploration, development amdiuction of oil and natural gas in the shallowers of the Gulf of Mexico Shelf. MMR is currentiydertaking a major capital program to fund
recent success and additional exploration. Oursimeent will allow us to participate in MMR’s highprospective North American exploration and develept activities, which have the potential to
general significant value.

Several of our directors and executive officers alsrve as directors or executive officers of MMR.
In addition, our wholly owned subsidiary FM Sendgd@ompany (FM Services) provides certain executeanical administrative, accounting, financiak &ind other services to us and to MMR on a
cost-reimbursement basis. Refer to Part 11, Itén“Certain Relationships and Related Transactiand,Director Independence,” for additional infotioa.

SOURCES AND AVAILABILITY OF RAW MATERIALS

Our copper mining operations require significargrey, principally electricity, diesel, coal and ma gas. Most of our energy is obtained from tipiedities under long-term contracts. For additional
information, refer to Item 7. “Management’s Disdossand Analysis of Financial Condition and Resoft©perations.”

Sulphuric acid is used in the SX/EW process anmidsluced as a by-product of the smelting processirasmelters and from our sulphur burner at thek€emine. In addition, we are completing
construction of a sulphur burner at our Saffordemimhich will provide a more cost-effective soucdesulphuric acid used in our North America SX/EYemations. Sulphuric acid needs in excess of
the sulphuric acid produced by our operations arelased from third parties as required.

Our mining operations also require significant ¢itas of water for mining, ore processing and tedesupport facilities. Although we believe our mmoperations have sufficient water rights, the
loss of water rights for any of our mines, in whoten part, or shortages of water to which we haglts, could require us to curtail or shut dowimimg operations. For a further discussion of risks
and legal proceedings associated with the avaitiabil water, refer to Item 1A. “Risk Factors” aitém 3. “Legal Proceedings.”

COMPETITION

The top 10 producers of copper comprise approxiynat@ percent of total worldwide mined copper proiilen. We currently rank second among those produeeapproximately 9 percent of total
worldwide estimated mined copper production. Ounpetitive position is based on the quality and graflour ore bodies and our ability to manage cositspared with other producers. We have a
diverse portfolio of mining operations with varyinge grades and cost structures. Our costs arerdby the location, grade and nature of our oreédsoahd the level of input costs, including energy,
labor and equipment. The metals markets are cyeiwd our ability to maintain our competitive pasit over the long term is based on our ability ¢quare and develop quality deposits, hire and n
a skilled workforce and to manage our costs.

LABOR MATTERS
At December 31, 2010, we employed approximately@® people (approximately 12,200 in Indonesia, ® jidNorth America, 4,500 in South America, 2,40Qrica and 900 in Europe and other
locations). Additionally, we have contractors thatve personnel at many of our operations, includimgroximately 9,500 at our Grasberg

27




Table of Content

minerals district, 9,100 at our South America min@perations, 1,700 at our Tenke Fungurume minelisisct, 1,600 in North America and 400 at Atiarn€opper. Employees represented by unions
are listed below, with the approximate number opkryees represented and the expiration date adfgpicable union agreements.

Number of
Union-
Number of Representec
Location Unions Employees Expiration Date
PT Freeport Indones— Indonesie 1 7,19 September 20:
Tenke Fungurum— DRC 6 2,37¢ March 201
Cerro Verde— Peru 1 1,09¢ August 201
El Abra— Chile 2 811 July 201!
Candelarie- Chile 2 56C July 201;
Atlantic Coppel— Spain 2 39€ December 201
Bayway— New Jerse 1 44 April 2012
Stowmarke— United Kingdom 1 41 May 201:
Aurex— Chile 1 33 December 201
Rotterdanm— The Netherland 2 55 March 201
Chino— New Mexico 1 131 November 200©

a.

FM Services, our wholly owned subsidiary, furnisbegain executive, administrative, financial, aatiing, legal, tax and similar services to FCXwedl as to two other publicly traded companies. At
December 31, 2010, FM Services had 175 employees.

The cost of complying with environmental laws ifuadamental and substantial cost of our businessinformation about environmental regulationgliiion and related costs, refer to Item 1A. “Risk
Factors”, Item 3. “Legal Proceedings”, and Notesd 13.

Negotiations are in progress while employees caetio work under the provisions of the expired rett

ENVIRONMENTAL AND RECLAMATION MATTERS

COMMUNITY AND HUMAN RIGHTS

We have adopted policies that govern our workirati@ships with the communities where we operiate &re designed to guide our practices and pragiam manner that respects basic human
rights and the culture of the local people impadtgaur operations. We continue to make signifieqenditures on community development, educatiaming and cultural programs, which inclu

. public health programs, including malaria control

. small and medium enterprise development programs

. comprehensive job training programs
. basic education programs

. agricultural assistance programs

. cultural preservation programs

. water and sewage treatment projects
. clean water access

. charitable donations

In December 2000, we endorsed the joint U.S. Bafeartment-British Foreign Office Voluntary Prinkgip on Human Rights and Security (Voluntary Pritesjp Several major natural resources
companies and international human rights orgamratparticipated in developing the Voluntary Prites and have endorsed them. We participated ialdpwg these principles and they are
incorporated into our human rights policy.
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We believe that our social and economic developrpegrams are responsive to the issues raisedeblptal communities near our areas of operationstwodld help us maintain good relations with
the surrounding communities and avoid disruptidn®iaing operations. Nevertheless, social and jalitinstability in the areas of our operations naayersely impact our mining operations. Refer to
Item 1A. “Risk Factors” for further discussion.

South America Cerro Verde has provided a variety of communifyport projects over the years. During 2006, assalt of discussions with local mayors in the Aiipguregion, Cerro Verde agreed
to contribute to the design and construction of dstic water and sewage treatment plants for thefliar the region. These facilities are being dasd in a modular fashion so that initial instadias
can be readily expanded in the future. Refer teeNt for further discussion.

Also during 2006, the Peruvian government annouticadall mining companies operating in Peru wdaddrequired to make annual contributions to loeafelopment funds for a 5-year period
(covering the years 2006 through 2010) when coppees exceed certain levels that are adjustedaliyn@The contribution was equal to 3.75 perceraftér-tax profits, of which 2.75 percent was
contributed to a local mining fund and 1.00 perderd regional mining fund. Cerro Verde’s contribas totaled $41 million in 2010 and $28 millionbdnth 2009 and 2008. It is uncertain whether the
contribution will be extended, abandoned or repldme a tax or different mechanism.

Indonesia In 1996, PT Freeport Indonesia established teegart Partnership Fund for Community Developmtra Partnership Fund), through which PT Freepatbihesia has made available
funding and technical assistance to support tha@uoe, health, education and social developmethefirea. PT Freeport Indonesia has committed ghr@011 to provide one percent of its annual
revenue for the development of the local peopiésiarea of operation through the Partnership FGnat.share of contributions to the Partnership Rotaled $64 million in 2010, $59 million in 2009
and $34 million in 2008.

The Amungme and Kamoro Community Development Omgitn (Lembaga Pembangunan Masyarakat Amungme dan KaondiBMAK) oversees disbursement of the program $uwe
contribute to the Partnership Fund. LPMAK is goegtiy a board of commissioners and a board of irgcwhich are comprised of representatives frioenldcal Amungme and Kamoro tribal
communities, government leaders, church leadetspag representative of PT Freeport Indonesia oh baard. The Amungme and Kamoro people are ofligihabitants of the land in our area of
operations.

Security Matters Consistent with our COW in Indonesia and the rezqant to protect our employees and property, we keken appropriate steps to provide a safe andesemrking environmen
As part of its security program, PT Freeport Inddaenaintains its own internal security departmeshich is unarmed and performs functions such agepting company facilities, monitoring the
shipment of company supplies and products, asgistitraffic control and aiding in emergency resgooperations. The security department has recéiwern rights training and each member is
required to certify his or her compliance with éweman rights policy.

Between July 2009 and January 2010, there werdes s shooting incidents along the road leadngur mining and milling operations at the Grasheiging complex. In connection with these
incidents, there were three fatalities (refer @mtlA. “Risk Factors” for further discussion). Pie€port Indonesia’s share of costs for its inteondlian security department totaled $28 millicr f
2010, $18 million for 2009 and $22 million for 2008

PT Freeport Indonesia, and all businesses andergsidf Indonesia, rely on the Government of Ind@néor the maintenance of public order, upholdimgrule of law and the protection of personnel
and property. The Grasberg minerals district han lokesignated by the Government of Indonesia asfimelonesia’s vital national assets. This dedigmaresults in the police and to a lesser extent,
the military, playing a significant role in proted the area of our operations. The Governmenhdbhesia is responsible for employing police anlitany personnel and directing their operations.

From the outset of PT Freeport Indonesia’s opematithe government has looked to PT Freeport Irslarie provide logistical and infrastructure supord assistance for these necessary services

because of the limited resources of the Indonegiaernment and the remote location of and lackestbpment in Papua. PT Freeport Indonesia’s fiiahsapport for the Indonesian government
security institutions assigned to the operatioes @aepresents a prudent response to its requirereeptotect its workforce and property, better
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ensuring that personnel are properly fed and lodged have the logistical resources to patrol REeport Indonesia’s roads and secure its operatesy & addition, the provision of such support is
consistent with PT Freeport Indonesia’s obligationder the COW, reflects our philosophy of respolestorporate citizenship, and is in keeping witih commitment to pursue practices that will
promote human rights.

PT Freeport Indonesia’s share of support costthiogovernment-provided security was $14 millionZ610, $10 million for 2009 and $8 million for 2B0This supplemental support consists of
various infrastructure and other costs, such ag,fbousing, fuel, travel, vehicle repairs, allowesto cover incidental and administrative costd, @mmunity assistance programs conducted by the
military and police.

Africa . TFM has committed to assist the communities gwithin its concession in the Katanga provincéhef DRC. Initiatives that have commenced over et fhree years include a malaria
control program, construction and operational supfoo six elementary schools, installation of odérclean water wells throughout the concessiomedlsas five villages outside the concession, a
public sanitation (latrines and hand washing) paagreaching over 2,000 households, a mobile daricural villages, and economic development proggaupporting local entrepreneurs, farmers
women'’s income generation, and literacy groups.Hakee also made significant investments in infrastme in the region that will have lasting benefitshe country, including upgrading a national
road and the regional power generation and trarssonisystems.

TFM has also committed to contribute 0.3 percemteifsales revenue from production to a commuretsietbpment fund to assist the local communities @évelopment of local infrastructure and
related services. This fund will be a platform torlwjointly with the local government and commurtityfurther assist them to fulfill their local ddepment plans, meet basic community needs and
promote good governance. Community development éamdributions totaled approximately $3 million2610 and $1 million in 2009.

Security Matters TFM also engages government security to assthtseicurity matters at its concession area. Unasaedrity personnel (including administration andrgl forces) along with
government security provide security for the miite. §FM provides food, housing, monetary allowanaed logistical support as well as direct paymemthe government for the provision of the
security assigned to the concession area. Thedasalto TFM for this support, including in-kindpport, totaled less than $1 million for the yea®4@and 2009.

TFM also participates in monthly security coordioatmeetings with host country security personagiier mining companies, and representatives franUthited Nations to discuss security issues
concerns.
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ORE RESERVES

Recoverable proven and probable reserves summadréted and detailed on the following pages havenlmeédculated as of December 31, 2010, in accordaitbelndustry Guide 7 as required by the
Securities Exchange Act of 1934. Proven and pra&bedserves may not be comparable to similar inféonaegarding mineral reserves disclosed in acooed with the guidance of other countries.
Proven and probable reserves were determined hysthef mapping, drilling, sampling, assaying aval@ation methods generally applied in the minimduistry, as more fully discussed below. The
term “reserve,” as used in the reserve data preddrdre, means that part of a mineral depositctirabe economically and legally extracted or preduat the time of the reserve determination. The
term “proven reserves” means reserves for whicly(@ntity is computed from dimensions revealeduttimps, trenches, workings or drill holes; (2)dgrand/or quality are computed from the results
of detailed sampling; and (3) the sites for insjpectsampling and measurements are spaced soychrsgkthe geologic character is sufficiently dedfirieat size, shape, depth and mineral content of
reserves are well established. The term “probaserves” means reserves for which quantity andegaael computed from information similar to thatdi& proven reserves but the sites for sampling
are farther apart or are otherwise less adequspelged. The degree of assurance, although lowethhafor proven reserves, is high enough to asstontinuity between points of observation.

Our reserve estimates are based on the latestblageological and geotechnical studies. We cdmehgoing studies of our ore bodies to optimizenernic values and to manage risk. We revise our
mine plans and estimates of recoverable proverpestzhble mineral reserves as required in accordaitbehe latest available studies. Our estimafegcoverable proven and probable reserves are
prepared by and are the responsibility of our eyg®s; a majority of these estimates are reviewddvarified by independent experts in mining, geglagd reserve determination.

Estimated recoverable proven and probable resain@scember 31, 2010, were determined using teng-average prices of $2.00 per pound for cog§#50 per ounce for gold, $10.00 per pounc
molybdenum, $15.00 per ounce for silver and $1@&0pound for cobalt. For the three year periocedrilecember 31, 2010, LME spot copper prices aeer&g.97 per pound, London gold prices
averaged $1,023 per ounce, and the weekly averageqf molybdenum quoted byletals Weelaveraged $18.76 per pound. The recoverable praveéip@bable reserves presented in the table below
represent the estimated metal quantities from whietexpect to be paid after application of estimatetallurgical recovery rates and smelter recovetgs, where applicable. Recoverable reserve

the part of a mineral deposit that we estimatetmaconomically and legally extracted or produdetti@time of the reserve determination.

Recoverable Proven and Probable Reserves at DecemiB4, 2010

Copper 2 Gold Molybdenum Silver Cobalt
(billion pounds) (million ounces} (billion pounds) (million ounces} (billion pounds)
North America 42.2 04 2.75 94.6 -
South Americe 375 14 0.64 107.5 -
Indonesie 32.7 33.7 - 122.9 -
Africa 8.1 - - - 0.75
Consolidated basisb 120.5 35.5 3.39 325.0 0.75
Net equity interestc 98.0 32.0 3.10 270.0 0.43

a. Recoverable copper reserves include 2.6 billiomgstun leach stockpiles and 1.3 billion pounds ith stockpiles (refer t¢*Mill and Leach Stockpile” for further discussion

b. Consolidated basis reserves represent estimatesl medntities after reduction for joint venture tpar interests at the Morenci mine in North Americal at the Grasberg minerals distric
Indonesia

c. Net equity interest reserves represent estimatesiotidated basis metal quantities further reduceadéncontrolling interest ownersh
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Recoverable Proven and Probable Reserwvi
Estimated at December 31, 201

Proven Reserve:

Probable Reserve:

Average Ore Grade

Average Ore Grade

Processin( Million Copper Gold Moly Silver Cobalt Million Copper Gold Moly Silver  Cobalt
Method metric tons % g/t % g/t % metric tons % g/t % g/t %
North America
Morenci Mill 48t 0.4€ - 0.02¢ - - 6 0.47 - 0.02¢ - -
Crushed leac 65¢ 0.5€ - - - - 6 0.4¢ - - - -
ROM leach 3,47 0.1€ - - - - 124 0.1€ - - - -
Bagdac Mill 97¢ 0.37 -b 0.02: 1.7t - 17€ 0.3¢ b 0.02¢ 1.7¢C -
ROM leach 122 0.14 - - - - 7€ 0.12 - - - -
Safford Crushed leac 132 0.44 - - - - 82 0.44 - - - -
Sierrita Mill 2,38t 0.24 -b 0.02¢ 1.4z - 35¢ 0.2Z - 0.021 1.97 -
ROM leach 11 0.1¢ - - - - 6 0.17 - - - -
Tyrone ROM leach 162 0.2¢ - - - - 20 0.1¢ - - - -
Chino Mill 112 0.5€ 0.04 0.01( 0.52 - 69 0.5€ 0.04 0.00¢ 0.5C -
ROM leach 164 0.3€ - - - - 58 0.31 - - - -
Miami ROM leach 66 0.4t - - - - 13 0.3€ - - - -
Hendersor Mill 12€ - - 0.177 - - 3 - - 0.18¢ - -
Climax2 Mill 75 - - 0.18¢ - - 112 - - 0.137 - -
Cobre? ROM leach 71 0.4C - - - - 2 0.2¢ - - - -
9,02t 0.27 -b 0.01¢ 0.5¢ - 1,81¢ 0.2C - 0.01€ 0.57 -
South America
Cerro Verde Mill 904 0.42 - 0.013 1.82 - 2,42¢ 0.3¢ - 0.01¢ 1.21 -
Crushed leac 10z 0.52Z - - - - 65 0.4t - - - -
ROM leach 43 0.2F - - - - 33 0.2¢ - - - -
El Abra Crushed leac 427 0.5€ - - - - 141 0.4¢ - - - -
ROM leach 22% 0.31 - - - - 14¢ 0.2¢ - - - -
Candelarie Mill 417 0.54 0.11 - 1.94 - 31 0.5€ 0.12 - 2.1¢ -
Ojos del Salado Mill 4 1.1z 0.2¢ - 3.6 - 2 1.1C 0.2¢ - 3.4C -
2,12( 0.4€ 0.0z 0.007 1.1€ - 2,84t 0.3¢ - 0.012 1.0€ -
Indonesia
Grasberg open p Mill 207 0.9C 1.0t - 2.3C - 131 0.7¢ 0.74 - 1.9¢ -
Deep Ore Zon Mill 73 0.57 0.6€ - 2.5€ - 15¢ 0.5€ 0.67 - 2.4z -
Big Gossar Mill 12 2.64 1.2C - 17.3(C - 44 2.2F 1.0¢ - 14.3¢ -
Grasberg Block Cav
a Mill 317 1.2C 1.0¢ - 3.4¢ - 69¢ 0.91 0.62 - 3.21 -
Kucing Liara Mill 154 1.3C 1.14 - 7.84 - 26¢ 1.2C 1.07 - 6.5¢ -
Deep Mill Level
Zonea Mill 62 0.9t 0.7¢ - 4.7C - 44€ 0.82 0.71 - 4.13 -
82t 1.0¢ 1.0z - 4.2z - 1,75(C 0.9¢ 0.7¢ - 4.0¢ -
Africa
Tenke Fungurum Agitation leact 59 3.1C - - - 0.34¢ 78 2.84 - - - 0.26:
Total - 12,02¢ 0.3¢ 0.0¢ 0.01¢ 0.92 0.00; 648 0.51 0.2C  0.01C 1.7z 0.00:

a. Undeveloped reserves requiring significant capitaéstment to bring into productio

b.  Grade not shown because of round

The reserve table above and the tables on thexfioiippages utilize the abbreviations describedwe

« g/t —grams per metric ton
« Moly — Molybdenum

+« ROM - Run of Mine
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North America
Morenci

Bagdac

Safford
Sierrita

Tyrone
Chino

Miami
Hendersor
Climax
Cobre

South America
Cerro Verde

El Abra

Candelarie
Ojos del Salado

Indonesia
Grasberg open p
Deep Ore Zon
Big Gossar
Grasberg Block Ca\
Kucing Liar
Deep Mill Level
Zone

Africa
Tenke Fungurum

Total

Recoverable Proven and Probable Reserwvi

Estimated at December 31, 201
(continued)

Average Ore Grade

Recoveries2

Proven anc
Probable
Processin( Million Copper Gold Moly Silver Cobalt Copper Gold Moly Silver Cobalt
Method metric tons % g/t % g/t %

Mill 491 0.4¢€ - 0.02¢ - - 79.3 - 384 - -
Crushed leac 664 0.5¢ - - - - 77.¢ - - - -
ROM leach 3,601 0.1¢ - - - - 42.1 - - - -
Mill 1,15¢ 0.37 -b 0.02¢ 1.74 - 84.7 59.1 69.2 49.2 -
ROM leach 90C 0.1Z - - - - 25.C - - - -
Crushed leac 214 0.44 - - - - 70.2 - - - -
Mill 2,74¢ 0.24 -b 0.02¢ 1.5C - 83.1 55.1 80.7 46.2 -
ROM leach 17 0.17 - - - - 54.5 - - - -
ROM leach 182 0.2¢ - - - - 61.1 - - - -
Mill 181 0.57 0.04 0.00¢ 0.51 - 82.t 58.1 38.€ 39.C -
ROM leach 222 0.3t - - - - 42.C - - - -
ROM leach 79 0.44 - - - - 66.£ - - - -
Mill 12¢ - - 0.171 - - - - 85.4 - -
Mill 187 - - 0.15¢ - - - - 88.7 - -
ROM leach 73 0.3¢ - - - - 50.7 - - -

10,83¢
Mill 3,32¢ 0.4C - 0.01¢ 1.3¢ - 86.C - 54 .4 54.¢ -
Crushed leac 167 0.4¢ - - - - 79.¢ - - - -
ROM leach 76 0.24 - - - - 42z - - - -
Crushed leac 56¢& 0.54 - - - - 54.% - - - -
ROM leach 372 0.3C - - - - 24.¢ - - - -
Mill 44¢ 0.54 0.1Z - 1.9t - 88.€ 71.¢ - 76.2 -
Mill 6 1.11 0.2¢ - 3.57 - 89.7 60.2 - 66.€ -

4,96t
Mill 33€ 0.84 0.92 - 2.1¢ - 82.4 79.¢ - 42.7 -
Mill 232 0.5€ 0.6€ - 2.4€ - 84.7 76.4 - 59.2 -

Mill 56 2.34 111 - 14.9¢ - 91.€ 66.7 - 63.€

Mill 1,01¢€ 1.0C 0.77 - 3.3C - 85.2 67.C - 60.1 -
Mill 42¢ 1.24 1.1¢ - 7.04 - 85.¢ 46.€ - 39.5 -
Mill 51C 0.84 0.71 - 4.2C - 86.¢ 77.€ - 63.€ -

2,57¢
Agitation leact 137 2.9t - - - 0.29¢ 89.1 - - - 75.2

18,51¢

a. Recoveries are net of estimated mill and smeltsds

b.  Grade not shown because of round
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Recoverable Proven and Probable Reserwvi

Estimated at December 31, 201
(continued)

Recoverable Reserve

Copper Gold Moly Silver Cobalt
FCX’'s Processing billion million billion million billion
Interest Method Ibs. 0ZS. Ibs. 0ZzS. Ibs.
North America
Morenci 85% Mill 4.C - 0.1C - -
Crushed leac 6.€ - - - -
ROM leach 6.C - - - -
Bagdac 100% Mill 7.¢ 0.1 0.41 31.¢ -
ROM leach 0.€ - - - -
Safford 100% Crushed leac 1t - - - -
Sierrita 100% Mill 11.¢ 0.2 1.24 61.t -
ROM leach - - - - -
Tyrone 100% ROM leach 0.7 - - - -
Chino 100% Mill 1¢ 0.1 0.01 1.2 -
ROM leach 0.7 - - - -
Miami 100% ROM leach 0.t - - - -
Hendersor 100% Mill - - 0.4z -
Climax 100% Mill - - 0.5¢ - -
Cobre 100% ROM leach 0.2 - - - -
42.¢€ 0.4 2.71 94.€ -
Recoverable metal in stockpil 2.2 = = = g
100% operations 44.¢ 0.4 2.77 94.€ -
Consolidateda 42.2 0.4 2.7 94.€ -
Net equity interestP 42.2 0.4 2.7t 94.€ -
South America
Cerro Verde 53.56% Mill 25.C - 0.6z 80.¢ -
Crushed leac 14 - - - -
ROM leach 0.2 - - - -
El Abra 51% Crushed leac 3.7 - - - -
ROM leach 0.7 - - - -
Candelarie 80% Mill 4.8 1.2 - 21.4 -
Ojos del Salado 80% Mill 0.1 - - 0.5 -
35.¢ 1.2 0.6z 102.¢ -
Recoverable metal in stockpil 1.6 0.2 0.0z 4.7 E
100% operations 37: 14 0.64 107. -
Consolidated? 37.t 14 0.64 107.t -
Net equity interestb 21.4 1.1 0.3t 64.1 -
Indonesia
Grasberg open p G Mill 5.2 8.C - 10.1 -
Deep Ore Zon: c Mill 24 3.8 - 10.€ -
Big Gossar ¢ Mill 2.€ 1.3 - 17.2 -
Grasberg Block Cav c Mill 19.2 16.€ - 64.¢ -
Kucing Liar G Mill 9.6 7.C - 37.€ -
Deep Mill Level Zone c Mill 8.2 9.1 - 43.¢ -
47t 46.1 - 184.t -
Recoverable metal in stockpil - - - - -
100% operations a7t 46.1 - 184.¢ 5
Consolidateda 32.7 33.7 - 122.¢ -
Net equity interestP 29.7 30.5 - 111.2 -
Africa
Tenke Fungurum 57.75% Agitation leact 7.€ - - - 0.6¢
Recoverable metal in stockpil 0.2 - - - 0.07
100% operations 81 z Z Z 0.7
Consolidated?2 8.1 - - - 0.7t
Net equity interestP 4.7 - - - 0.4:
Total - 100% operations 137.¢ 47.¢ 3.41 386.€ 0.7¢
Total - Consolidated?2 120.t 35.E 3.3¢ 325.( 0.7t
Total - Net equity interestP 98.C 32.C 3.1C 270.( 0.42

a. Consolidated basis represents estimated metalitjgamtiter reduction for joint venture partnereirgsts at the Morenci mine in North America anthatGrasberg minerals district in Indone:

b.  Net equity interest represents estimated conselilaasis metal quantities further reduced for notroding interest ownershiy

c. Our joint venture agreement with Rio Tintoyides that PT Freeport Indonesia will receive déslv from specified annual amounts of copper, gatd silver through 2021, calculated by

reference to its proven and probable reserves Beaémber 31, 1994, and 60 percent of all remaioasi flow.
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In defining our open-pit reserves, we apply a “abke cutoff grade” strategy. The objective of tistegy is to maximize the net present value ofoperations. We use a break-even cutoff grade to
define the in-situ reserves for our undergroundbmdies. The break-even cutoff grade is definedhforetric ton of ore as that equivalent copper@radce produced and sold, that generates sufficien
revenue to cover all operating and administratog € associated with our production.

Our copper mines may contain other commerciallpvecable metals, such as gold, molybdenum, silmdraabalt. We value all commercially recoverabldatsein terms of a copper equivalent
percentage to determine a single cutoff grade. €opquivalent percentage is used to express tAtvelalue of multi-metal ores in terms of one ahefhe calculation expresses the relative value of
the ore using estimates of contained metal questithetals prices as used for reserve determinagoavery rates, treatment charges and royalias molybdenum properties use a molybdenum
cutoff grade.

The table below shows the minimum cutoff grade tmcpss for each of our existing ore bodies as aebwer 31, 2010:

Molybdenum
Cutoff Grade
Copper Equivalent Cutoff Grade (Percent) (Percent)
Crushed o ROM
Mill Agitation Leacl Leach Mill

North America

Morenci 0.27 0.30 0.03 N/A

Bagdac 0.25 N/A 0.12 N/A

Safford N/A 0.12 N/A N/A

Sierrita 0.19 N/A 0.06 N/A

Tyrone N/A N/A 0.05 N/A

Chino 0.20 N/A 0.08 N/A

Miami N/A N/A 0.06 N/A

Hendersor N/A N/A N/A 0.12

Climax N/A N/A N/A 0.06

Cobre N/A N/A 0.17 N/A
South America

Cerro Verde 0.21 0.20 0.17 N/A

El Abra N/A 0.18 0.05 N/A

Candelarie 0.20 N/A N/A N/A

Ojos del Salad: 0.42 N/A N/A N/A
Indonesia

Grasberg open p 0.15 N/A N/A N/A

Deep Ore Zon: 0.53 N/A N/A N/A

Big Gossar 1.85 N/A N/A N/A

Grasberg Block Cav 0.58 N/A N/A N/A

Kucing Liar 0.67 N/A N/A N/A

Deep Mill Level Zone 0.58 N/A N/A N/A
Africa

Tenke Fungurum N/A 0.99 N/A N/A
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Drill hole spacing data is used by mining profesals, such as geologists and geological engingedgtermining the suitability of data coverage éorelative basis) in a given deposit type and mgj
method scenario so as to achieve a given levedfidence in the resource estimate. Drill hole spaés only one of several criteria necessary taldish resource classification. Drilling prograars
typically designed to achieve an optimum sampleisgato support the level of confidence in resthet apply to a particular stage of developmera ofineral deposit.

The following table sets forth the average drillehspacing based on average sample distance bpaltiérn spacing for proven and probable ore wesely process type:

Average Drill Hole Spacing (in Meters)

Proven Probable
Mining Unit Mill Leach Mill Leach
North America
Morenci Open Pit 86 86 122 122
Bagdac Open Pit 86 86 122 122
Safford Open Pit N/A 51 N/A 67
Sierrita Open Pit 73 37 120 75
Tyrone Open Pit N/A 86 N/A 86
Chino Open Pit 43 86 86 122
Miami Open Pit N/A 61 N/A 91
Hendersor Block Cave 38 N/A 85 N/A
Climax Open Pit 61 N/A 122 N/A
Cobre Open Pit N/A 61 N/A 91
South America
Cerro Verde Open Pit 50 50 100 100
El Abra Open Pit N/A 75 N/A 120
Candelarie Open Pit 35 N/A 70 N/A
Ojos del Salad: Sublevel Stopin( 25 N/A 50 N/A
Indonesia
Grasber¢ Open Pit 53 N/A 105 N/A
Deep Ore Zon: Block Cave 23 N/A 56 N/A
Big Gossar Open Stopt 16 N/A 51 N/A
Grasberc Block Cave 32 N/A 83 N/A
Kucing Liar Block Cave 39 N/A 104 N/A
Deep Mill Level Zone Block Cave 21 N/A 84 N/A
Africa
Tenke Fungurum Open Pit N/A 50 N/A 100
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Production Sequencing

The following chart illustrates our current plans $equencing and producing our proven and prolraBkrves at each of our ore bodies and the yeavkich we currently expect production from
each ore body. The chart also shows the term d¥rié&port Indonesia’s COW. Production volumes apecafly lower in the first few years for each omedy as development activities are ongoing and
as the mine ramps up to full production and praduactolumes may also be lower as the mine readfesnd of its life. The ultimate timing of the $taf production from our undeveloped mines is
dependent upon a number of factors, including éselts of our exploration and development effata]l may vary from the dates shown below. In addlitiee develop our mine plans based on
maximizing the net present value from the ore badiégnificant additional capital expenditures Wwill required at many of these mines in order tieaelthe life-of-mine plans reflected below.

Production Sequencing
Based on life-of-mine plans as of January 1, 2011
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Mill and Leach Stockpiles

Mill and leach stockpiles generally contain loweadg ores that have been extracted from the ong &od are available for copper recovery. For nidtkpiles, recovery is through milling,
concentrating, smelting and refining or, alterneliiy by concentrate leaching. For leach stockpilespvery is through exposure to acidic solutidra tissolve contained copper and deliver it in
solution to extraction processing facilities.

Because it is generally impracticable to deterncimygper contained in mill and leach stockpiles bysital count, reasonable estimation methods ardagmeg. The quantity of material delivered to 1
and leach stockpiles is based on surveyed volufesned material and daily production records. Stmgpand assaying of blasthole cuttings determieegstimated copper grades of material
delivered to mill and leach stockpiles.

Expected copper recovery rates for mill stockpélessdetermined by metallurgical testing. The recalvie copper in mill stockpiles, once entered th® production process, can be produced into
copper concentrate almost immediately.
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Expected copper recovery rates for leach stockpilesletermined using small-scale laboratory tests]l- to large-scale column testing (which sirtedathe productioseale process), historical trei
and other factors, including mineralogy of the anel rock type. Ultimate recovery of copper contdiimeleach stockpiles can vary significantly frorftoer percentage to more than 90 percent
depending on several variables, including typeapiper recovery, mineralogy and particle size ofrtiek. For newly placed material on active stoakgilas much as 70 percent of the copper ultim
recoverable may be extracted during the first yaiad, the remaining copper may be recovered ovey iyears.

Processes and recovery rates are monitored con8hy@nd recovery rate estimates are adjusteddieally as additional information becomes avaiadhd as related technology changes. During
fourth-quarter 2010, revised recovery rate estimateéel Abra resulted in a reduction of 163 millipounds in leach stockpiles. Following are ouckpies and the estimated recoverable copper
contained within those stockpiles as of Decembe2810:

Recoverable

Millions of Average Recovery Copper
Metric Tons Grade (%) Rate (%) (billion pounds)
Mill stockpiles

Cerro Verde 81 0.4 81.t 0.7
Candelarie 92 0.3¢ 83.1 0.€
178 0.41 82.4 1.2

Leach stockpiles
Morenci 4,74¢ 0.2t 1.8 04
Bagdac 407 0.27 3.C 0.1
Safford 93 0.41 21.¢ 0.2
Sierrita 64¢ 0.1t 12.7 0.2
Tyrone 99¢€ 0.2¢ 2.4 0.1
Chino 1,582 0.2F 11. 1.C
Miami 43¢ 0.3¢ 1.€ 0.1
Cerro Verde 38¢€ 0.5 2.8 0.1
El Abra 30¢ 0.3¢ 104 0.2
Tenke Fungurume 8 0.9¢ 93.7 0.2
9,61¢ 0.27 4.8 2.7
Total 100% basis 4.C
Consolidated? 3¢
Net equity interestb 3.3

a. Consolidated basis represents estimated metalitj@artfter reduction for our joint venture part's interest in the Morenci mine in North Ameri
b. Net equity interest represents estimated conselitlaasis metal quantities further reduced for notrotling interest ownershiy

MINERALIZED MATERIAL
We hold various properties containing mineralizeatenial that we believe could be brought into pidun should market conditions warrant. Howevernptting and significant capital expenditures
would be required before operations could commendtieese properties. Mineralized material is a mailied body that has been delineated by appratyiapaced drilling and/or underground
sampling to support the reported tonnage and agaregal grades. Such a deposit cannot qualifyceeable proven and probable reserves until lagdleconomic feasibility are confirmed based

upon a comprehensive evaluation of developmenscuosit costs, grades, recoveries and other mbtaec@rs. Estimated mineralized materials as preseon the following page were assessed using
prices of $2.20 per pound for copper, $1,000 pecedor gold and $12.00 per pound for molybdenum.
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Mineralized Material

Estimated at December 31, 201

AT T T@mooooy

Milling Material Leaching Material Total Mineralized Material
Million Million Million
FCX's metric Copper Gold Moly metric Copper metric Copper Gold Moly
Interest tons % g/t % tons % tons % g/t %

North America

Morenci 85% 40C 0.3¢ - 0.01: 2,01« 0.22 2,41¢ 0.2t - 0.00z

Bagdac?a 100% 23¢ 0.3t - 0.02: 36 0.12 274 0.3Z - 0.02(

SaffordP 100% 65E 0.47 0.0¢ 0.00¢ 10C 0.27 75E 0.4 0.07 0.00¢

Sierritac 100% 1,211 0.1¢ - 0.02:2 17 0.1t 1,22¢ 0.1¢ - 0.02:

Tyrone 100% - - - - 20¢ 0.2t 20¢ 0.2t - -

Chino 100% 21z 0.42 - 0.01: 21 0.2¢ 234 0.41 - 0.01:z

Miami 100% - - - - 61 0.4 61 0.42 - -

Hendersor 100% 75 - - 0.152 - - 75 - - 0.15:%

Climax 100% 30€ - - 0.14¢ - - 30€ - - 0.14¢

Cobre 100% 44 0.5t - - 11 0.2¢ 55 0.4¢ - -

Ajo d 100% 86E 0.3¢ 0.0€ 0.00¢ - - 86E 0.3¢ 0.0¢€ 0.00¢

Cochise/Bisbe 100% - - - - 22¢ 0.4¢ 22¢ 0.4¢ - -

Lone Stai 100% - - - - 71€ 0.44 71€ 0.44 - -

Sanche: 100% - - - - 181 0.2¢ 181 0.2¢ - -

Tohono 100% 21¢ 0.6t - - 26E 0.6¢ 48z 0.67 - -

Twin Buttes® 100% 612 0.4 - 0.027 80 0.1¢C 692 0.3¢ - 0.02¢
South America

Cerro Verdef 53.56% 84z 0.3¢ - 0.01¢ 8 0.3¢ 851 0.3¢ - 0.01¢

El Abra 51% 92C 0.4t - - 34C 0.2¢€ 1,26( 0.4C - -

Candelarie 80% 72 0.5C 0.11 - - - 72 0.5C 0.11 -
Indonesia

Grasberg districh 54.38% 2,28( 0.64 0.5¢ - - - 2,28( 0.64 0.5¢ -
Africa

Tenke Fungurumi 57.75% 85 3.2¢ - - 15 3.0 10C 3.2t - -

Kisanfuk 95% 55 2.32 - - 50 3.0C 10E 2.64 - -
Total 100% basis 9,09: 4358 1344
Consolidated! 8,12( 4,051 12,17

7,09¢

Net equity interest™

3,872

10,96¢

Bagdad stated tonnage also includes 0.8 gramévef gier metric ton

Safford stated tonnage also includes 1.5 gramavef per metric ton

Sierrita stated tonnage also includes 1.1 gransg\@r per metric tor

Ajo stated tonnage also includes 0.9 grams of ispee metric ton

Twin Buttes stated tonnage also includes 2.8 giafnsiver per metric tor

Cerro Verde stated tonnage also includes 1.2 godsisver per metric tor

Candelaria stated tonnage also includes 1.5 grésik/er per metric ton

Grasberg district stated tonnage also includeg@rhs of silver per metric to

FCX's interest in the Grasberg minerals district réfl@r 60 percent joint venture ownership furtlegiuced by noncontrolling interest ownersl|
Tenke Fungurume stated tonnage also includes @2@mpt cobalt

Kisanfu stated tonnage also includes 1.08 percepdit

Consolidated basis represents estimated mineratiegerials after reduction for our joint venturestper’ interest in the Morenci mine and at the Grasbemgenails district
Net equity interest represents estimated conselitlaasis mineralized material further reduced @raontrolling interest ownershi
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| tem 1A. Risk Factors

This report contains “forward-looking statementsitiin the meaning of the federal securities lawsr#ard-looking statements are all statements othan statements of historical facts, such as
statements regarding anticipated production volunoedt net cash costs, sales volumes, ore gradéi;arates, commodity prices, development andtedyexpenditures, mine production and
development plans, availability of power, watehdaand equipment, environmental reclamation amduaie costs and plans, environmental liabilitiesl @penditures, litigation expense and results,
dividend payments, potential prepayments of delsgemve estimates, exploration efforts and resafierating cash flows, the impact of copper, goldiylmdenum and cobalt price changes, deferred
intercompany profit impacts on financial resultadaanticipated political, economic and social cdiudis in our areas of operations. We undertake biigation to update any forward-looking
statements. Readers are cautioned that forwardihgp&tatements are not guarantees of future perdoce and actual results may differ materially frtmse projected, anticipated or assumed in the
forward-looking statements. Important factors that cowddse our actual results to differ materially fronose anticipated in the forward-looking statementtude the following.

Financial risks

Extended declinesin the market prices of copper, gold and/or molybdenum could adversely affect our earnings and cash flows and, if sustained, could adversely affect our ability to repay debt.
Fluctuationsin the market prices of copper, gold or molybdenum can cause significant volatility in our financial performance and adver sely affect the trading prices of our debt and equity

securities.

Our financial results are affected significantlythg market prices of copper and, to a lesser &xgeid and molybdenum (for further information abmovements in the market prices of these
commodities, refer to discussion below and ItertManagement’s Discussion and Analysis of Finan€ahdition and Results of Operations”). An extendedline in the market prices of these
commodities could (1) adversely affect our finahoésults, (2) adversely affect our ability to rgmaur debt and meet our other fixed obligationsl €8) depress the trading prices of our commorks
and of our publicly traded debt securities.

Substantially all of our copper concentrate anti@de sales contracts provide final pricing in acgfjel future period (generally one to four monttem the shipment date) based primarily on quoted
London Metal Exchange (LME) monthly average spatgs. Accordingly, in times of rising copper pricesr revenues benefit from higher prices recefeedontracts priced at current market rates
and also from an increase related to the finaimgiof provisionally priced sales pursuant to caats entered into in prior periods. However, inetinof falling copper prices, the opposite occurs.
There continues to be uncertainty in the globaheeay, which could negatively affect the market esiof commaodities, including the metals that wedpoe. If market prices for the metals we
produce decline for a sustained period of timenveg have to revise our operating plans, includimgailing production, reducing operating costs aagital expenditures and discontinuing certain
exploration and development programs. We may bblarta decrease our costs in an amount sufficenffset reductions in revenues, and may incurel®ss

Copper prices have fluctuated historically, with EMpot copper prices ranging from $1.26 to $4.42opend during the three years ended December@D. Zhe LME spot copper price closed at
$4.50 per pound on February 11, 2011. Copper paresaffected by numerous factors beyond our chrtr@uding:

« The strength of the U.S. economy and the econoafiether industrialized and developing nations|uding China, which has become the largest consaiesfined copper in the worl
« Available supplies of copper from mine productiowl anventories;

« Sales by holders and producers of copper;

« Demand for industrial products containing copper;

« Investment activity, including speculation, in cepps a commodity;

« The availability and cost of substitute materialsd
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« Currency exchange fluctuations, including the retastrength or weakness of the U.S. dollar.

Gold prices have also fluctuated historically, wittndon gold prices ranging from $713 to $1,421qetce for the three years ended December 31, 20b@on gold prices closed at $1,364 per
ounce on February 11, 2011. Gold prices are affdagenumerous factors beyond our control, including

« The strength of the U.S. economy and the econoaofiether industrialized and developing nations|uding China;

« Global or regional political or economic crisi

The relative strength or weakness of the U.S. dalta other currencie

Expectations with respect to the rate of inflati

Interest rates

Purchases and sales of gold by governments, céatnis and other holdel

Demand for jewelry containing gold; a

Investment activity, including speculation, in galsla commaodity

Molybdenum prices also fluctuate, with thietals Weelviolybdenum Dealer Oxide weekly average price ragdiom $7.83 to $33.88 per pound for the three yeaded December 31, 2010. The
Metals WeelMolybdenum Dealer Oxide weekly average price was S8 per pound on February 11, 2011. Molybdenureprare affected by numerous factors beyond ouraipmcluding:

« The worldwide balance of molybdenum demand andIgupp

« Rates of global economic growth, especially comsimn and infrastructure activity that requiresngfigant amounts of steel;

« The volume of molybdenum produced as a by-prodiicopper production;

« Inventory levels;

« Currency exchange fluctuations, including the retastrength or weakness of the U.S. dollar; and

« Production costs of U.S. and foreign competitors.
Under U.S. federal and state laws that require closure and reclamation plans for our mines, we generally are required to provide financial assurance sufficient to allow a third party to implement
those plansif we are unable to do so. The U.S. Environmental Protection Agency (EPA) and state agencies may seek financial assurance for investigation and remediation actions under the
Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA) or equivalent state regulations. The failure to comply with these requirements could have a material adverse
effect on us.
We generally are required by U.S. federal and $tats to provide financial assurance sufficienaliow a third party to implement approved closund geclamation plans if we are unable to do so.
These laws are complex and vary from jurisdictmjutisdiction. The laws govern the determinatiéthe scope and cost of the closure and reclamatitigations and the amount and forms of

financial assurance.

EPA and state agencies may seek financial assufantevestigation and remediation actions undeRCEA or equivalent state regulations. In July 20BPA published a Priority Notice of Action
identifying classes of facilities within the hardkomining industry for which the agency will develfinancial responsibility requirements
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concerning the degree and duration of risk assediaith the production, transportation, treatmsturage or disposal of hazardous substancesuticisrtain how the new requirements, if promulgi
will affect the amount and form of our existing dnture financial assurance obligations.

As of December 31, 2010, our financial assurantigatipns associated with closure and reclamatmstsctotaled approximately $793 million, of whighpaoximately $482 million was in the form of
parent company guarantees and financial capabiityonstrations. Our ability to continue to provik@ncial assurance in the form of parent guaranéeel financial capability demonstrations
depends on our ability to meet financial testst&@erof the ratios in these tests are significantlyre rigorous for companies that do not have aesiment grade rating from a state-approved ratings
service. We are currently rated investment grad8tapdard & Poor’s Rating Services (S&P), Fitchifgg and Moody’s Investors Service (Moody'’s). If fad to maintain our investment grade
rating, we would be subject to these more rigotesss, in which case the regulatory agencies mgyine us to provide alternative forms of finan@akurance, such as letters of credit, surety bonds
collateral. Depending on our financial conditiomlanarket conditions, these other forms of finanaggurance may be difficult or costly to providesuance of letters of credit under our credit fiées
would reduce our available liquidity. Failure tmpide the required financial assurance could resutie closure of mines. As of December 31, 20d®had limited financial assurance obligations
associated with CERCLA-related remediation obligadi although EPA and certain states are currentigidering increasing the use of financial asseaaquirements for such obligationsor
additional information, see the environmental festtor “ Mine closure regulations impose substantial cost®ar operations below.

The agreements governing our indebtedness require us to meet certain financial tests and other covenants and as a result may limit our flexibility in the operation of our business and our ability to
pay dividends on our common stock.

At December 31, 2010, the outstanding principal amof our debt was $4.8 billion. The agreementgegaing our indebtedness restrict, subject to segRceptions, our ability to:

Incur additional indebtedness;

Engage in transactions with affiliates;

Create liens on our assets;

Make payments in respect of equity issued by usiosubsidiaries, including the payment of divideod our common stock;

Make investments in, or loans, to entities thatdwenot control, including joint ventures;

Sell assets;

Merge with or into other companies;

Enter into sale and leaseback transactions;

Enter into unrelated businesses;

Enter into agreements or arrangements that regtecbility of certain of our subsidiaries to giyidends or other distributions;

Prepay indebtedness; and

Enter into hedging transactions other than in tfaénary course of business.

Because the ratings on our senior notes are inesstgrade, the restrictions contained in our 8.3@5%8.25% Senior Notes on incurring debt, makéesgricted payments and selling assets are
currently suspended. To the extent the rating vendpaded below investment grade by both S&P anddysothe covenants would again become effective.®volving credit facilities contain
restrictions on the amount available for dividend
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payments, purchases of our common stock and cetédihprepayments. However, these restrictionsod@pply as long as availability under the revodvelus domestic cash exceeds $750 million. At

December 31, 2010, we had availability under tivelkers plus available domestic cash (as definethbyevolving credit facilities) of approximatedy.1 billion. Refer to Note 9 for further
discussion.

In addition, our revolving credit facilities regaithat we meet certain financial tests at any timaé borrowings are outstanding under these fasliincluding a leverage ratio test (Total Debt to
Consolidated EBITDA, as defined in the facilityr tbhe preceding four quarters cannot exceed 5100t@n the last day of any fiscal quarter) andcaisel leverage ratio test (Total Secured Debt to
Consolidated EBITDA, as defined in the facilityr the preceding four quarters cannot exceed 3100t@n the last day of any fiscal quarter). Dunegiods in which copper, gold or molybdenum
prices or production volumes, or other conditiogffect the adverse impact of cyclical market treadsther factors, we may not be able to complywhie applicable financial covenants.

Our obligations under our revolving credit facégiare (1) guaranteed by substantially all of amekstic subsidiaries and (2) secured by a pledge)df00 percent of the equity in substantiallyodll
our domestic subsidiaries and (b) 66.5 percertt@equity in substantially all of our first tieréign subsidiaries.

Any failure to comply with the restrictions of orgvolving credit facilities, senior notes or anyegment governing our other indebtedness, afténgieffect to any applicable grace period, may ltesu
in an event of default. Such default may allowheditors to accelerate the related debt, which trigger cross-acceleration or cradsfault provisions in other debt agreements. Weldvoat be abl

to fully repay when due borrowings under our deBtruments that are accelerated upon an evenfadlte

If we are unable to repay, refinance or restructureindebtedness under, or amend the covenantaiced in, our senior credit agreements at matority the event of a default, the lenders under ou
revolving credit facilities could terminate themramitments thereunder, cease making further ladedare all borrowings outstanding (together witbraed interest and other fees) immediately due
and payable and institute foreclosure proceediggat the collateral. Any such actions could nieght affect our financial condition and resultsagferations.

Movementsin foreign currency exchange rates could negatively affect our operating results.

The functional currency for most of our operatinthe U.S. dollar. All of our revenues and a digant portion of our costs are denominated in Wd@lars; however, some costs and certain asset and
liability accounts are denominated in local curiesgcincluding the Indonesian rupiah, Australiatiatp Chilean peso, Peruvian nuevo sol and eurme@sly, our results are adversely affected when
the U.S. dollar weakens in relation to those faraigrrencies. Refer to Item 7. “Management’s Distrsand Analysis of Financial Condition and ResoftOperations” for a summary of the
estimated impact of changes in foreign currenogsran our annual operating costs.

From time to time, we may implement currency hedgesnded to reduce our exposure to changes iigfoirrency exchange. However, our hedging stresemay not be successful, and any of our
unhedged foreign exchange payments will continugetsubject to market fluctuations.

Operational risks
Our business is subject to operational risks that could adversely affect our business.

Mines by their nature are subject to many operatiosks, some of which are outside of our confflese operational risks, which could adverselgafbur business, operating results and cash flows,
include the following:

« Earthquakes, floods and other natural disasters;
« The occurrence of unusual weather or operatingitiond and other force majeure events;

« The failure of equipment or processes to operageaordance with specifications, design or expeetaf
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Accidents;

Wall failures and rock slides in our open pit minesd structural collapses in our underground mines

Problems associated with the construction and nemagt of large impoundments containing tailingstber viscous or semi-solid materials, some of Wiilso contain mineral and
chemical contaminants, such as structural failordeakages

Interruption of energy suppl'

Lower than expected ore grades or recovery r

Metallurgical and other processing problel

Unanticipated ground and water conditio

Adverse claims to water rights and shortages oémtatwhich we have right

Adjacent land ownership or usage that results irstraints on current or future mine operatic

Delays in the receipt of or failure to receive rssegy government permi

Delays in transportation and disruptions of supplytes;

Labor disputes; an

The inability to obtain satisfactory insurance cage.

The failure to adequately manage some of these cisldld result in significant personal injury, lagdife, property damage and damage to the enwiknt, both on and outside our operating sites, as
well as damage to production facilities and delaysroduction.

Our mining production depends on the availability of sufficient water supplies.

Our operations require significant quantities otevdor mining, ore processing and related supfamitities. Our operations in North and South Aroarare in areas where water is scarce and
competition among users for continuing access temia significant. Continuous production at ounes depends on our ability to maintain our watghts and claims. At our North America
operations, under state law our water rights givenly the right to use public waters for a staiiytalefined beneficial use at a designated locatla Arizona, we are a participant in two actiengra
stream adjudications in which, for over 30 yedts, $tate of Arizona has been attempting to quaatify prioritize surface water claims for two of tate’s largest river systems that affect fouowf
operating mines (Morenci, Sierrita, Miami and Sedfo The legal precedent set in these proceediraysaiso affect our Arizona mine at Bagdad. Grourtdwia not subject to adjudication in Arizona,
but is subject to the doctrine of reasonable useglver, wells may be subject to adjudication toekient they are found to produce or affect surfaater. In Colorado, our surface water and
groundwater rights are subject to adjudicationardare involved in legal proceedings to resolveutiss regarding priority of administration of righincluding priority of some of our rights for the
Climax mine. Our surface water and groundwatertsigine fully licensed or have been fully adjudidate New Mexico.

Water for our Candelaria and Ojos del Salado minperations is drawn from the Copiap6 River aquiBarcause of rapid depletion of this aquifer ineréicyears, studies have been ongoing to assess
available supply for these operations. Based osetstudies, we have begun to develop replacempplias from renewable sources. We recently comgletastruction of a pipeline to convey
reclaimed water from a nearby waste water treatrfiaeiltty to our Candelaria mine. We have alsotsthengineering for the construction of a desalimgplant near the Pacific Ocean to treat seawater
and a pipeline to convey the water to Candelafie. Jlant is expected to be completed by the e 2.

Water for our El Abra mining operations comes fritva continued pumping of groundwater from the Sdéar
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Ascotan. In 2010, we obtained regulatory approsabject to certain conditions, for the continuechping of groundwater from the Salar de AscotarttierSulfolix processing plant, which will begin
operations in 2011. Failure to meet the specifttittions could adversely affect the Sulfolix presiag plant. A change to the sulfide ore projeathsas increased production or mill processing,
would require additional water beyond our Sulf@hound water pumping, which is permitted througBREI Abra is also conducting studies to asses$ahsibility of constructing a desalination
plant near the Pacific Ocean to treat seawatgudesible increased sulfide ore production or midigessing.

Water for our Cerro Verde mining operations comemfa series of storage reservoirs in the Rio @aliershed that collect runoff from seasonal piatipn. Our Cerro Verde mining operations
recently constructed new water reservoirs on tlee@Riili watershed to obtain additional water rigatgl to expand storage capacity in the watershed.t®occasional drought and possibility that
climate change will reduce precipitation levelsnporary supply shortages are possible that cofdéttiabur operations as currently planned. Cerral#és conducting water studies to assess
opportunities for additional supplies to suppomtrent operations and potential future expansioiegts.

Although each operation has sufficient water rigirtd claims to cover current operational demanés;annot predict the potential outcome of pendiniyiture legal proceedings on our water rights,
claims and uses. The loss of some or all watetsifgr any of our mines, in whole or in part, ooghges of water to which we have rights could imegus to curtail or close mining production and
could prevent us from pursuing expansion opporiesit

Increased production costs could reduce our profitability and cash flow.

Energy represents approximately 20 percent of aadfyxtion costs. An inability to procure sufficietergy at reasonable prices could adversely aff@cprofits, cash flow and growth opportunities.
Our production costs are also affected by the prafeommaodities we consume or use in our operstisuch as sulphuric acid, grinding media, steelgents, liners, explosives and diluents. The
prices of such commodities are influenced by supply demand trends affecting the mining industryeneral and other factors outside our controlsamh prices are at times subject to volatile
movements. Increases in the cost of these commasditiuld make our operations less profitable. be®e in the costs of commodities that we consurne®may also significantly affect the capital
costs of new projects.

I'n addition to the usual risks encountered in the mining industry, our I ndonesia operations involve additional risks because they are located on unusually difficult terrain in a very remote area.

Our Grasberg mining operations are located in steeyntainous terrain in a very remote area in ledan Because of these conditions, we have hadetwame special engineering difficulties and
develop extensive infrastructure facilities. In #idd, the area receives considerable rainfall,clithas led to periodic floods and mudslides. Theersite is also in an active seismic area and has
experienced earth tremors from time to time. Osuiance may not sufficiently cover an unexpectdadrahor operating disaster.

In October 2003, a slippage of material occurred section of the Grasberg open pit, resultingghtefatalities. In December 2003, a debris flowdlving a relatively small amount of loose material
occurred in the same section of the open pit respib only minor property damage. The events cduseto alter our short-term mine sequencing plahgh adversely affected our 2003 and 2004
production. We resumed normal production activitiesecond-quarter 2004.

In March 2006, a mud/topsoil slide involving approately 75,000 metric tons of material occurredrfra mountain ridge above service facilities suppgrPT Freeport Indonesia’s mining facilities.
Three contract workers were fatally injured in évent. The material damaged a mess hall and aneadjarea. As a result of investigations by PT poeelndonesia and the Indonesian Department of
Energy and Mineral Resources, we conducted geoitdtsiudies to identify and address any potehialards to workers and facilities from slides. €kisting early warning system for potential
slides, based upon rainfall and other factors a&s been expanded.

In September 2008, a small scale failure encompasgproximately 75,000 metric tons of materialusoed at our Grasberg open pit. There were noigguwr property damage. The event caused a
delay in our access to the high-grade sectionebfen pit and, as a result, a portion of the neetpécted to be mined in the second half
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of 2008 was deferred to future periods.
No assurance can be given that similar eventsnatlioccur in the future
Our Africa mining operation, Tenke Fungurume, involves additional risks becauseit islocated in a remote area of the Democratic Republic of Congo (DRC).
Our Tenke Fungurume mining operation is locatea iamote area of the DRC and is subject to additicimallenges, including:

« Severely limited infrastructure, including roadidge and rail access that is in disrepair and vesemninimal maintenance;

« Limited and possibly unreliable energy supply franmiquated equipment and from power distributiomidors that are not maintained;

« Challenges in obtaining experienced personnel;

« Security risks; and

« Limited health care in an area plagued by diseadether potential endemic health issues, includidaria and cholera.
For example, due to limited rail access, we culyanick a significant portion of the productiorofn our Tenke Fungurume mining operation approxitpdt@®00 miles to ports in South Africa. The
Tenke Fungurume mining operation and future devekt may be substantially affected by factors beyaur control, which could adversely affect thentribution to our operating results and
increase the cost of future development.
An interruption of energy supply could adversely affect our mining operations.
Our mining operations and development projectsirecaignificant energy, principally electricity,ediel, coal and natural gas. Our South America mginjperations receive electrical power under long-
term contracts with local energy companies. Ouicafmining operation has entered into long-term @osupply and infrastructure funding agreementh wie state-owned electric utility company
serving the Katanga province of the DRC. A disrupiin the transmission of energy, inadequate enagygmission infrastructure, or the terminatiomoy of our energy supply contracts could
interrupt our energy supply and adversely affectaperations.
The volume and grade of ore reserves that we recover and our rate of production may be more or less than anticipated.
Our ore reserve amounts are determined in accoedaitic established mining industry practices aremdards, and are estimates of the mineral deghsit€an be recovered economically and legally
based on currently available data. Estimates afuem@ble proven and probable reserves are subjecinisiderable uncertainty. Ore bodies may notaromto standard geological expectations, and

estimates may change as new data becomes avaBauieuse ore bodies do not contain uniform gradddypes of minerals, our metal recovery rates wetly from time to time.

Additionally, because the determination of resersdsased partially on estimates of future selfinges, a sustained decrease in such prices mal ires. reduction in economically recoverable ore
reserves. These factors may result in variatiorteénvolumes of mineral reserves that we reporhfperiod to period.

There are also uncertainties inherent in estimajirantities of ore reserves and copper recovered $tockpiles. The quantity of copper containethithand leach stockpiles is based on surveyed

volumes of mined material and daily production réso The volume and grade of ore reserves recoveats$ of production and recovered copper frorokgtites may be less than anticipated. During
fourth-quarter 2010, revised recovery rate estimateel Abra resulted in a reduction of 163 milljpounds in leach stockpiles.
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We must continually replace reserves depleted by production. Our exploration activities may not result in additional discoveries.

Our ability to replenish our ore reserves is impottto our long-term viability. Produced ore regsrmust be replaced by further delineation of exgstre bodies or by locating new deposits in order
to maintain production levels over the long termplération is highly speculative in nature. Our kexption projects involve many risks, require sabsial expenditures and may not result in the
discovery of sufficient additional mineral depositat can be mined profitably. Once a site withendtization is discovered, it may take several gdéam the initial phases of drilling until prodiart

is possible, during which time the economic feditybof production may change. Substantial expamés are required to establish recoverable promdrpeobable reserves and to construct mining
processing facilities. As a result, there is naiesmsce that current or future exploration progravilsbe successful. There is a risk that depletibmeserves will not be offset by discoveries or
acquisitions.

Development projects are inherently risky and may require more capital than anticipated, which could adversely affect our business.
There are many risks and uncertainties inhereal idevelopment projects, including the developm@ninderground mines in the Grasberg mineralsidistnd our development of a large sulfide
deposit at our El Abra mine. The economic feasibdf development projects is based on many factoctuding the accuracy of estimated reservesatinegical recoveries, capital and operating ¢
and future prices of the relevant minerals. Thatabpxpenditures and time required to develop n@mnes or other projects are considerable, and @simgcosts or construction schedules can affect
project economics. Moreover, underground miningeigerally more expensive than surface mining @saltrof higher capital costs, including costsrfaxdern mining equipment and construction of
extensive ventilation systems. Thus it is posdihée actual costs and economic returns may diffeienmally from our estimates.
New development projects have no operating histpgn which to base estimates of future cash fldvest development projects also require the suedesshpletion of feasibility studie
acquisition of governmental permits, acquisitiodasfd, power and water, and ensuring that apprigpc@ammunity infrastructure is developed by thiedtjges to support such projects. It is possiblé tha
we could fail to obtain the government approvalsassary for the operation of a project, in whicbecahe project may not proceed, either on itsmalgiming or at all. It is not unusual for new
mining operations to experience unexpected problumisig the start-up phase, resulting in delaysroducing revenue and increases in capital expenmedit
The development of underground mines is subjeatlttitional risks, including the following:

« Unanticipated geologic, geotechnical and hydroggioloonditions;

« Challenges related to hiring and training the pemsbrequired for the ramp up in underground mirangvities;

« Larger than expected dilution of ore associateti Wibck caving and stoping mining methods;

« Unanticipated delays in the development of majaeas and supporting infrastructure due to engingafianges, late delivery of critical componenis lamger than planned construct
periods.

Some of these risks could result in a delay to petidn start up and a loss or reduction in minabies. There can be no assurance that the occuroésceh events or conditions would not have a
material adverse impact on our business and resiuttgerations.

Environmental risks

Our domestic and international operations are subject to complex and evolving environmental laws and regulations, and compliance with environmental and regulatory requirements involves
significant costs.

Our ongoing mining operations and exploration atiis, both in the U.S. and elsewhere, are subfeektensive laws and regulations governing expilmmadevelopment, production, occupational
health, mine safety, toxic
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substances, waste disposal, protection and ren@diftthe environment, protection of endangeredi protected species, and other related matterspGamse with these laws and regulations imp
substantial costs and we expect these costs toertb increase in the future because of increesgalatory enforcement, increased demand for réatied services and shortages of equipment,
supplies, labor and other factors. The FederalrChéaAct has had a significant impact, particwaoh our domestic smelter and power plants. Anyngkan waste management regulation of the
mining industry under the Federal Resource Consiervand Recovery Act could have a significant igtpaoth on operational compliance and closurescdstaddition, environmental laws and
regulations may change in ways that could substiyntncrease compliance costs or adversely affecioperations or expansion opportunities.

I'n addition to compliance with environmental regulation at our operating sites, we incur significant costs for remediating environmental conditions on properties that have not been operated in
many years.

Freeport-McMoRan Corporation (FMC, formerly Phellsdge), and many of its affiliates and predecessorpanies have been involved in mining, millingd amanufacturing in the U.S. for more
than a century. Activities that occurred in thela®th century and the 20th century prior to theeatiof modern environmental laws were not sulii@environmental regulation and were conducted
before American industrial companies understooddhg-term effects of their operations on the sunding environment. With the passage of CERCLAJ8d, companies like FMC became legally
responsible for environmental remediation on progeipreviously owned or operated by them, irrespeof when the damage to the environment occusregho caused it. That liability is often
shared on a joint and several basis with all otivarers and operators, meaning that each owneresatgy of the property is fully responsible for tieanup, although in many cases some or all of
other historical owners or operators no longertegis not have the financial ability to responctannot be found. As a result, because of our aitiguni®f FMC in 2007, many of the subsidiary
companies we now own are responsible for a widetyaof environmental remediation projects througththe U.S., and we expect to spend substantias sumually for many years to address these
remediation issues. We are also subject to claiherevthe release of hazardous substances is atief¢ede damaged natural resources. At Decembe03D, we had more than 100 active
remediation projects in the U.S. in 27 states.

We incurred aggregate environmental capital expereland other environmental costs (including oimtjventure partners’ shares) to comply with aggllie environmental laws and regulations of
$372 million in 2010, $289 million in 2009 and $3Tiflion in 2008. The increase in environmentalitalspending for 2010, compared with 2009, prittyaiélated to settlement of legal proceedings
(refer to Note 13 for further discussion). For 20d/& expect to incur approximately $460 millionagfgregate environmental capital expenditures amer @nvironmental costs, which are part of our
overall 2011 operating budget and primarily reldtesngoing environmental compliance.

At December 31, 2010, $1.4 billion of environmenthligations were recorded in our consolidated fiz@asheet. Our environmental obligation estimatedased upon (1) our knowledge and beliefs
about complex scientific and historical facts airdwnstances that in many cases involve eventsot@mtrred many decades ago, (2) our beliefs andrgst®ons regarding the nature, extent and
duration of remediation activities that we will lEgjuired to undertake the estimated costs of thogeities, which are subject to varying interptietas, and (3) our beliefs regarding the requiretsien
that are imposed on us by existing laws and reiguistand, in some cases, the expected clarificafiemcertain regulatory requirements that couldemally affect our environmental obligation
estimates. Significant adjustments to these estisnate likely to occur in the future as additianédrmation becomes available. The actual enviramalecosts ultimately may exceed our current and
future accruals for these costs, and any such esacould be material. Refer to Note 13 for morermiation on our environmental obligations.

An adverse ruling in one or more pending legal proceedings involving environmental matters could have a material adverse effect on us.
As described in Note 13 and Item 3. “Legal Procegsli, we are a defendant in numerous and in sosescsignificant litigation involving environmentidéanup costs, alleged environmental toxic

torts and interpretations of environmental regolai An adverse ruling in one or more of theseemattould have a material adverse effect on owltsesf operations, financial condition and cash
flow.
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Mine closure regulations impose substantial costs on our operations.

Our domestic operations are subject to variousréédad state permitting requirements that inclonilee closure and mined-land reclamation obligatidiese requirements are complex and vary
depending upon the jurisdiction. The laws govemdbtermination of the scope and cost of the céband reclamation obligations and the amount amdS®f financial assurance sufficient to allow a
third party to meet the obligations of those pldinge are unable to do so. In general, our domestites are required to review estimated closureracidmation costs on either a periodic basis or at
the time of significant permit modifications andspincreasing amounts of financial assurance asnes] It is uncertain how potential EPA requirenseior financial assurance will affect the timing
periodic closure cost reviews or the scope of ¢lsietivities.

In addition, our international mines are subjectadous mine closure and mined-land reclamatiars)and there have recently been significant chaigelosure and reclamation programs in both
Peru and Chile that impose more stringent obligation us for closure and reclamation.

At December 31, 2010, our asset retirement obbgat(AROs), determined as required by generallgptet! accounting principles in the U.S. totaled&filion (including $405 million for our New
Mexico operations, $214 million for our Arizona opgons and $129 million for PT Freeport IndonesfO cost estimates may increase or decreasdisantly in the future as a result of change
closure or financial assurance regulations, engingelesigns and technology, permit modificationsijpdates, mine plans, cost of inflation or otleatérs and as actual reclamation spending occurs.

Regulation of greenhouse gas emissions and climate change issues may increase our costs and adver sely affect our operations and markets.

Many scientists believe that emissions from the lmastion of carbon-based fuels contribute to greasbeffects and therefore potentially to climatenge. In 2010, our worldwide total greenhouse
gas emissions, measured as carbon dioxide equivat@rsions, were approximately 10 million metdng, divided between direct (56 percent) and intli{@4 percent) emissions. Most of our direct
emissions are from fuel combustion in haul trué&owed by the combustion of fuels to provide agefor roasting, smelting and other processesréotiemissions are generally the emissions of
outside providers from whom we purchase electri@tyuse in our operations. Approximately 64 petagrour direct emissions are in Indonesia, 21 @eran North America and 10 percent in South
America. Approximately 56 percent of our indirentissions are in North America and 42 percent intSdumerica.

A number of governments have introduced or aressoptating regulatory changes regarding greenhoasemissions, although several of these regulatmagges are being challenged at both the
federal and state levels. For example, in the Wh®.EPA issued final regulations in September 2@@@iring mandatory monitoring and reporting acé@nhouse gas emissions in specified
circumstances, commencing in 2010. Our Miami smelitel El Paso refinery are required to report theiissions under this program. In June 2010, th& iESued final regulations under the Clean
Air Act for the control of greenhouse gases frorwhgrge stationary sources of greenhouse gasemajmt modifications to large stationary sourcegreenhouse gases. The Miami smelter is our
only operation directly affected by these regulaicHowever, these regulations in conjunction wipkoming EPA regulations for large fossil fuel éinpower plants may result in increased energy
costs at our operations. Several states haverati&ied action on their own or as part of regiom@anizations, such as the Western Climate Ihigato limit emissions of greenhouse gases. New
Mexico has promulgated regulations to control gheerse gas emissions from large sources and tahjeilVestern Climate Initiative. These actions likitly impact our New Mexico operations
through increased energy costs. The U.S. may @&sorbe a party to international agreements to regeenhouse gas emissions, which could lead toregulations affecting our U.S. operations.
The December 1997 Kyoto Protocol established afsgteenhouse gas emission targets for developetiges that have ratified the Protocol. Althougl Kyoto Protocol, which expires in 2012, has
not been ratified by the U.S., the U.S. continwegarticipate in global climate summits that magdiéo an agreement in the future.

Since 2006, we have participated in the CarbonlB8sce Project, which is a voluntary initiative tipgomotes standardized reporting of greenhouseéssions and reduction efforts. In 2009, we

formed a multi-departmental greenhouse gas taske fdinder the direction of this task force, we\adsi pursue ways to improve the energy efficientgur operations and reduce greenhouse gas
emissions, including evaluating
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potential reductions in greenhouse gas emissiams éur haul trucks. However, as a result of possiitreases in production rates and longer angstd®ul profiles for the next several years, we
also expect increases in our total greenhousergessiens.

From a medium and long-term perspective, we ashlito see an increase in costs relating to owgtashat emit significant amounts of greenhousegas a result of regulatory initiatives in the U.S
and other countries in which we operate. In addijtthe cost of electricity that we purchase froimeos may increase, if they incur increased costs the regulation of their greenhouse gas emissions
We cannot predict the magnitude of any increasstsat this time, given the wide scope of potemégllatory changes in the many countries in whietoperate.

The potential physical impacts of climate chang@onoperations are highly uncertain, and woulg&eicular to the geographic circumstances. Thesgintlude changes in rainfall patterns, water
shortages, changing sea levels, changing storrerpatand intensities, and changing temperaturesseTaffects may adversely impact the cost, prooluetnd financial performance of our operations.

Our operating, inactive and historical U.S. mining sites and facilities may be subject to future regulation of radioactive materials that are commonly associated with, or result from, our mining
operations.

A number of federal and state agencies are comsglaew regulations to characterize, regulate antediate potential workplace exposures and envieoathimpacts of radioactive materials
commonly associated with mining operations. Fomgxa, the EPA could promulgate rules to regulaténelogically enhanced naturally occurring radiogctaterials (TENORM) and their impacts
at mining operations. In addition, several statesppomulgating groundwater quality compliance eerdediation standards for radioactive materialdpiing uranium. Radioactive materials can be
associated with copper mineral deposits, includioth our current and discontinued operations. Cqunesetly, our copper operations may generate, carateror release radioactive materials that may
subject our operations to new and increased reguolafhe impact of such future regulation on ouergping, closure, reclamation, and remediationscisstincertain.

Our Indonesia mining operations create difficult and costly environmental challenges, and future changesin environmental laws, or unanticipated environmental impacts from those operations,
could require usto incur increased costs.

Mining operations on the scale of our operationBapua involve significant environmental risks ahéllenges. Our primary challenge is to disposth@farge amount of crushed and ground rock
material, called tailings, that results from theqass by which we physically separate the coppetd- and silver-bearing materials from the ore the mine. Our tailings management plan, which has
been approved by the Government of Indonesia, theesver system near our mine to transport tHets to an engineered area in the lowlands whezedilings and natural sediments are manag

a deposition area. Lateral levees have been engih@ed constructed to limit and help contain t@grint of tailings impact in the lowlands.

Another major environmental challenge is managwerurden, which is the rock that must be movedeasi the mining process in order to reach thelarthe presence of air, water and naturally
occurring bacteria, some overburden can generade@ck drainage, or acidic water containing digedl metals which, if not properly managed, can femegative impact on the environment.

Certain Indonesian governmental officials have fitome to time raised questions with respect totailings and overburden management plans, includiagggestion that we implement a pipeline
system rather than our river transport systemdiings management and disposition. Because ounmipperations are remotely located in steep manoa terrain and in an active seismic area, a
pipeline system would be costly, difficult to canst and maintain, and more prone to catastrogiiere, and could therefore involve significantgmtially adverse environmental issues. Based ol
own studies and others conducted by third pantiestio not believe that a pipeline system is necgssepractical.

In connection with obtaining our environmental apfals from the Indonesian government, we commiibgaierform a one-time environmental risk assessmerie impacts of our tailings

management plan. We completed this extensive emvienmtal risk assessment with more than 90 scierstitidies conducted over four years and submittiedthe Indonesian government in Decen
2002. We developed the risk assessment study irggmgationally recognized methods with input framindependent review panel, which included
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representatives from the Indonesian governmentleawi and non-governmental organizations. The rastified during this process were in line witlhr @mpact projections of the tailings
management program contained in our environmepfaiozal documents.

Since 2005, PT Freeport Indonesia has participatéte Government of Indonesia’s PROPER (ProgranP@lution Control, Evaluation and Rating) progrdmNovember 2010, the Indonesian
Ministry of Environment announced the latest resaftits PROPER environmental management auditgamd PT Freeport Indonesia a Blue rating acknaywepPT Freeport Indonesia’s
environmental management practices as being in kange with the laws and regulations in Indonesid also making several recommendations for imprargm

International risks
Our international operations are subject to political, social and geographic risks of doing businessin foreign countries.

We are a global mining company with substantiattsstocated outside of the U.S. We conduct intésnat mining operations in Indonesia, Peru, Child the DRC. Accordingly, our business may
adversely affected by political, economic and dasiertainties in each of these countries, intaftlio the usual risks associated with condudbnginess in foreign countries. Such risks include (
renegotiation, cancellation or forced modificat@frexisting contracts, (2) expropriation or natiliretion of property, (3) changes in a foreign coyis laws, regulations and policies, including ko
relating to labor, taxation, royalties, divestmemports, exports, trade regulations, currency @mdronmental matters, (4) political instabilityji®ery, extortion, corruption, civil strife, act$ war,
guerilla activities, insurrection and terrorism) {&reign exchange controls, and (6) the risk ofig to submit to the jurisdiction of a foreign e¢bor arbitration panel or having to enforce thégmen

of a foreign court or arbitration panel againsbaeseign nation within its own territory. Our insmice does not cover most losses caused by thiseGisnsequently, our exploration, development and
production activities outside of the U.S. couldsoestantially affected by factors beyond our cdnsome of which could materially adversely affeat financial position or results of operations.

In October 2010, PT Freeport Indonesia receivenh fitee Indonesian tax authorities an assessmeatlftitional taxes approximating $106 million ancesst approximating $52 million related to
various audit exceptions for 2005. PT Freeport ivedia has filed objections to these assessmerasiged believes that it has properly paid taxesHe year 2005 and is working with the Indonesian
tax authorities to resolve this matter.

In December 2009, PT Freeport Indonesia was ndtifiethe Large Taxpayer’s Office of the Governmefindonesia that PT Freeport Indonesia is oblidiédepay value added taxes on certain goods
imported after the year 2000. The amount of taxespenalties would be significant. PT Freeport Imekia believes that pursuant to the terms of itsti@ot of Work, it is only required to pay value
added taxes on these types of goods imported2éeember 30, 2009. PT Freeport Indonesia has neiverl an assessment and is working with the agicgovernment authorities to resolve this
matter.

In December 2008, Cerro Verde was notified by SUNHE Peruvian national tax authority, of its irtemassess mining royalties related to the misguadcessed by the Cerro Verde concentrator,
which was added to Cerro Verdgirocessing facilities in late 2006. In August 200erro Verde received an assessment approxim@Bgnillion in connection with its alleged obligats for mining
royalties and penalties for the period from Octad2@06 to December 2007. In April 2010, SUNAT issaedling denying Cerro Verde’s protest of the assent, and in May 2010, Cerro Verde
appealed this decision to the Tax Court. Cerro ¥éralks also received an assessment approximatingifih in mining royalties and penalties for thear 2008. In February 2011, SUNAT issued a
ruling denying Cerro Verde’s protest of the assesgrfor the year 2008, and Cerro Verde is in tlee@ss of appealing this decision to the Tax Cdletro Verde has also received a request for
information for mining royalties covering the ye009. SUNAT may continue to assess mining royatti@sually until this matter is resolved by the Teourt. Cerro Verde is challenging these
royalties because its stability agreement withReeuvian government exempts from royalties all matgeextracted from its mining concession, irresipeaf the method used for processing those
minerals. If Cerro Verde is ultimately found respitute for these royalties, it will also be liabler fnterest, which accrues at rates that range #fdm18 percent based on the year accrued and the
currency in which the amounts would be payableofBecember 31, 2010, the aggregate amount of teb@r 2006 to December 2007 assessment with gttapproximated $57 million, and the
aggregate amount of the 2008 assessment with shi@pproximated $61 million. These amounts willtoure to increase at varying interest rates.
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Because our Grasberg mineralsdistrict in Papua, |ndonesia remains our most significant operating asset, our business may continue to be adversely affected by I ndonesian political, economic and
social uncertainties.

Indonesia has faced political, economic and sagiakrtainties, including separatist movements aitland religious strife in a number of provincés.particular, several separatist groups are
opposing Indonesian rule over the province of Papti@re our Grasberg minerals district is locate have sought political independence for theipoev In response, Indonesia enacted regional
autonomy laws, which became effective January @120he manner in which the new laws are beingémginted and the degree of political and econontanamy that they may bring to individual
provinces, including Papua, are uncertain and ageiog issues in Indonesian politics. In Papuagtihave been sporadic attacks on civilians by sgigés and sporadic but highly publicized conflicts
between separatists and the Indonesian militargia@conomic and political instability in Papuzutd materially and adversely affect us if it resuh damage to our property or interruption of our
activities.

Maintaining a good working relationship with theltmesian government is important to us becausenming operations there are among Indonesia’s sigsificant business enterprises and are
conducted pursuant to a Contract of Work with tigohesian government. Partially because of thgnificance to Indonesia’s economy, the environmnsznsitive area in which they are located,
and the number of people employed, our operationsecasionally the subject of criticism in thednédsian press and in political debates, and hase tie target of protests and occasional violence.

Between July 2009 and January 2010 there werdess#rshooting incidents along the road leadinguomining and milling operations at our Grasbmiging complex. In connection with these
incidents, there were three fatalities (includimg & T Freeport Indonesia employee, a security actair and an Indonesian policeman) and severaiésjuThe Indonesian government responded with
additional security forces and expressed a strongwitment to protect the safety of the communitgt ehour operations.

PT Freeport Indonesia operated at reduced minidgrating rates during a four-day period in AprD@7, as a result of peaceful protests by certairkers regarding benefits. The protests ended with
an agreement on a framework for minimum wages fmnkers and PT Freeport Indonesia returned to noopedations. The impacts to production were natifigant.

lllegal miners have continued to operate alongither designated to transport the tailings fromitiié to the lowlands in PT Freeport Indonesia’ ¥gmment-approved tailings management area. The
illegal miners who have trespassed from time tetimthe area of our facilities have clashed witlige who have attempted to move them away fromfacitities. In 2006, the illegal miners
temporarily blocked the road leading to the Graglmine and mill in protest, and PT Freeport Ind@mésmporarily suspended mining and milling openadi as a precautionary measure.

We cannot predict whether additional incidents wil€ur that could disrupt our Indonesian operationsvhether similar incidents may occur in otheumtries that could affect our other operations. If
additional protests or other disruptive incidertswr at any of our facilities, they could adversaffiect our business and profitability in ways that cannot predict at this time.

We do not expect to mine all of our Indonesian ore reserves before the initial term of our Contract of Work in Indonesia expires.

All of our Indonesian proven and probable ore resgrincluding the Grasberg deposit, are locatdlack A, and the initial term of our Contract ofdtk covering these ore reserves expires at the end
of 2021. We can extend this term for two successd4year periods, subject to the approval of thhesian government, which cannot be withheld tayeéel unreasonably. Our ore reserves reflect
estimates of minerals that can be recovered thrthaglend of 2041 (i.e., through the expirationhaf two 10-year extensions) and our current mine pés been developed, and our operations are
based on the assumption that we will receive tlee@+year extensions. As a result, we will not mafief these ore reserves during the current @frour Contract of Work, and there can be no
assurance that the Indonesian government will agpifee extensions. Prior to the end of 2021, weeixfp mine 32 percent of aggregate proven andapielrecoverable ore at December 31, 2010,
representing 38 percent of PT Freeport Indonestase of recoverable copper reserves and 51 pestastshare of
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recoverable gold reserves.

In 2008, Indonesia enacted a new mining law, whitthoperate under a licensing system as opposéde@ontract of work system that applies to Plepegt Indonesia. In 2010, the Government of
Indonesia promulgated regulations under the 2008nmilaw and certain provisions address existingre@ts of work. The regulations provide that cacis of work will continue to be honored until
their expiration. However, the regulations attetopapply certain provisions of the new law to arteasion periods of contracts of work even though@ontract of Work provides for two 10-year
extension periods under the existing terms of thet@ct of Work.

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

PT Freeport Indonesia’s Contract of Work and otentracts of Work in which we have an interest wartered into under Indonesia’s 1967 Foreign Chipiteestment Law, which provides
guarantees of remittance rights and protectionnsgaiationalization. Our Contracts of Work candreninated by the Government of Indonesia if we disatisfy our contractual obligations, which
include the payment of royalties and taxes to theeghment and the satisfaction of certain minimyjnmental, safety and health requirements.

Certain forestry laws and designations as wellraggiling environmental laws and regulations magfliict with or overlap with the mining rights estatned under our Contract of Work. Although
Contract of Work grants to PT Freeport Indoneséatthencumbered right to operate in accordancethéiContract of Work, certain government agenctesdcseek to impose additional restrictions
on PT Freeport Indonesia that could affect expionaand operating requirements.

At times, certain government officials and othergndonesia have questioned the validity of consraatered into by the Government of Indonesiarpaday 1998 (i.e., during the Suharto regime,
which lasted over 30 years), including PT Freepatonesia’s Contract of Work, which was signed gcBmber 1991. We cannot provide assurance thaatitity of, or our compliance with, the
Contracts of Work will not be challenged for palél or other reasons. PT Freeport Indonesia’s @ohaf Work and our other Contracts of Work reqtiirét disputes with the Indonesian government
be submitted to international arbitration. Consexjyeif a dispute arises under the Contracts ofkVae face the risk of having to submit to thagdiction of a foreign court or arbitration panehd

if we prevail in such a dispute, we will face thddlaional risk of having to enforce the judgmentdireign court or arbitration panel against Ineiia within its own territory.

Indonesian government officials have periodicaliglertaken reviews regarding our compliance wittohesbian environmental laws and regulations andetimes of the Contracts of Work. In 2006,
Government of Indonesia created a joint team feritiRlic Evaluation on Implementation of the PT-Einfract of Work” to conduct an evaluation everyefixears. The team consists of five working
groups, whose members are from relevant ministriegyencies, covering production, state revenuesnwnity development, environmental issues andrggdssues. We have conducted numerous
meetings with these groups. The joint team has@idd that it will issue a report. While we beligkiat we comply with PT Freeport Indonesia’s Carttd Work in all material respects, we cannot
provide assurance that the report will support toaiclusion. Separately, the Indonesian House pfd®entatives created a working committee on P&dent Indonesia. Members of this group have
also visited our operations and held a number afihgs in Jakarta. We will continue to work witlesie groups to respond to their questions aboutfmenations and our compliance with PT Freeport
Indonesia’s Contract of Work.

Any suspension of required activities under our Contracts of Work requiresthe consent of the Indonesian 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
requests are subject to the approval of the Indang@vernment and are renewable annually. If waataequest a suspension or are denied a suspetism we are required to continue our activ

under the Contract of Work or potentially be deethin default. Moreover, if a suspension continfieesnore than one year for reasons other than forajeure and the Indonesian government has not
approved such continuation, then the governmentdvoe entitled to declare a default under the Gantof Work.
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We suspended our field exploration activities alésif Block A in recent years because of safetysaudirity issues and regulatory uncertainty refatina possible conflict between our mining and
exploration rights in certain forest areas andratohesian Forestry law enacted in 1999 prohibitipgn-pit mining in forest preservation areas. |1820ve requested and received from the
Government of Indonesia, formal temporary susp&ssid our obligations under the Contracts of Warkll areas outside of Block A. Recent Indonesagislation permits open-pit mining in PT
Freeport Indonesia’s Block B area, subject to @ereequirements. Following an assessment of thegeirements and a review of security issues, irY 208 resumed exploration activities in certain
prospective Contract of Work areas outside of Black

Our Tenke Fungurume mining operation islocated in the Katanga province of the DRC, and may be adversely affected by political, economic and social instability in the DRC.

During 2009, we completed construction activitiesthe initial Tenke Fungurume development projettich is located in the DRC. Since gaining indef@rte in 1960, the DRC has undergone
outbreaks of violence, changes in national leadieid financial crisis. These factors heightenrisle of abrupt changes in the national policy totvireign investors, which in turn could result in
unilateral modification of concessions or contratsreased taxation, denial of permits or permitawals or expropriation of assets. As part olvéere of all mining contracts by the Ministry of Més
(Ministry) in the DRC, in February 2008, we recelveotification that the Ministry wished to renegaé several material provisions of Tenke Funguriireng S.A.R.L.’s (TFM) mining concession

In October 2010, the government of the DRC annaditice conclusion of the review of TFM’s mining cats. The conclusion of the review process coritithat TFM’s existing mining contracts
are in good standing and acknowledged the righdsbenefits granted under those contracts. In cdiomewith the review, TFM made several commitmehtt have been reflected in amendments to
its mining contracts (refer to Note 14 for furtliscussion). In December 2010, the addenda to TRvliended and Restated Mining Convention and AmeiadeldRestated Shareholders’ Agreement
were signed by the parties and are pending a Resdl Decree. TFM’s existing mining contracts via# in effect until a Presidential Decree is otadirAfter giving effect to the amendments and
obtaining approval of the modification to TFM’s bys, our effective ownership interest in the projeil be 56.0 percent, compared to our current exship interest of 57.75 percent.

In July 2009, TFM was advised that the Ministedastice in the DRC authorized an inquiry regardivegalleged misappropriation of public funds in mection with the securing of labor and
immigration authorizations and the payment of aisged fees for the Tenke Fungurume project. Segnatrnment officials and three TFM employees vegrested. In October 2009, the three TFM
employees were tried and acquitted. One governofénial, the head of immigration in the Katang@pince, was sentenced to five years imprisonmerghamges of embezzlement. The office of the
Attorney General of the DRC filed a notice of agpeahe judgment, and the matter is pending atXppellate Court.

In July 2009, TFM entered into a settlement agregméth DRC tax authorities in connection with ain@nistrative audit regarding the payment of fe@saiork permits and visas for its foreign
workers and subcontractors, including short-termkers. Pursuant to the agreement, which coverpéhied from January 2007 to the date of the se&f@mTFM paid approximately $16 million in
fees and penalties. The procedures associatedbiifining labor and immigration authorizations $bort-term workers on a timely basis are not cjeastablished in the DRC, and TFM continues to
work proactively and cooperatively with the goveemhauthorities to establish approved proceduneddimg so consistent with its mining conventioml docal law. In connection with this matter, we
notified the U.S. government enforcement authariibout our internal investigation of the immigrativork permit and visa matter and the associatedral case. We have received and responded
to requests from U.S. government authorities rdltaehe matter and to other requests for inforamaéibout our compliance program.
Other political, economic and social risks that@eaerally outside of our control and could advgraéect our business include:

« Political risks associated with the relatively neicestablishment of the present government andptheming presidential election scheduled for Noven#®11;

« Cancellation or renegotiation of mining contragesie governmen

54




Table of Content
« Legal and regulatory uncertainties, governmenteiugion and bribery;
« Royalty and tax increases or claims by governmesntafies, including retroactive claims;
« Security risks due to the remote location in thatlsern DRC and violence in the northeastern pr@sraf the DRC;
« Risk of loss of property due to expropriation otio@alization of property; and
« Risk of loss due to civil strife, acts of war, gulta activities, insurrection and terrorism.

Consequently, our Tenke Fungurume mining opera@mmsfuture development projects may be substgnéifected by factors beyond our control, any dfieh could adversely affect our financial
position or results of operations.

Terrorist attacks and violence near our operations and throughout the world and the potential for additional future terrorist acts and violence have created economic and political uncertainties that
could materially and adversely affect our business.

In July 2009, two suicide bombers set off explosiorside of the JW Marriott and Ritz-Carlton hotelslakarta, Indonesia, that are reported to hdlelkiine people and injured 53 others. Two of our
Indonesian-based executives were injured in thidémt.

In July 2009, a small group of individuals creagedisturbance on the road leading to our mining raiitihg operations at our Grasberg mining compéexd vandalized vehicles and small buildil
There were no injuries. For more information abageries of shooting incidents near our Grasberdngicomplex, see the risk factoBécause our Grasberg minerals district in Papudgriesi
remains our most significant operating asset, osirtess may continue to be adversely affected dgriesian political, economic and social uncertesitabove.

In August 2002, three people were killed and 1Erthwere wounded in an ambush by a group of urfaEhassailants on the road near Tembagapuranthiag town where the majority of PT
Freeport Indonesia’s personnel reside. The assaifiot at several vehicles transporting internaticontract teachers from our school in Tembagsgheir family members and other contractors to
PT Freeport Indonesia. The U.S. Federal Bureanw#stigation (FBI) investigated the incident, whielsulted in the U.S. indictment of an alleged afienal commander of the Free Papua
Movement/National Freedom Force. In January 20@omesian police, accompanied by FBI agents, adebe alleged operational commander and 11 otygudhs. In November 2006, verdicts and
sentencing were announced for seven of those atousiee August 2002 shooting, including a life teere for the confessed leader of the attack.

In October 2002, a bombing killed 202 people inltidonesian province of Bali, which is 1,500 mitesst of our mining and milling operations. Indome@sauthorities arrested 35 people in connection
with this bombing and 29 of those arrested have lhéed and convicted. In August, 2003, 12 peopdeenkilled and over 100 were injured by a car baletonated outside of the JW Marriott Hotel in
Jakarta, Indonesia. In September 2004, 11 peopie kiked and over 200 injured by a car bomb detethan front of the Australian embassy in JakdrigDctober 2005, three suicide bombers killed
19 people and wounded over 100 in Bali. The sategriational terrorist organizations are suspectezhch of these incidents. In November 2005, Insianepolice raided a house in East Java that
resulted in the death of other accused terroiiisted to the bombings discussed above. Our minirailling operations were not interrupted by themédents, but PT Freeport Indonesia’s corporate
office in Jakarta had to relocate for several msifittiowing the bombing in front of the Australiambassy. In addition to the Bali, JW Marriott Hateld Australian embassy bombings, there have
been anti-American demonstrations in certain sestaf Indonesia reportedly led by radical Islantgtiasts.

No assurance can be given that additional terroistients and acts of violence will not occurthére were to be additional violence, it could miatly and adversely affect our business in ways
we cannot predict at this time.
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Other risks

If market prices for our commodities decline, the carrying values of inventories and long-lived assets may be further impaired, which could require charges to operating income that could be
material.

During fourth-quarter 2008, we concluded that tientcurrent economic environment and significaitides in copper and molybdenum prices represesitgdficant adverse changes in our business
requiring us to evaluate our long-lived assetsgoutwill for impairment. As a result, we recordetbairment charges totaling $16.9 billion ($12.8idm to net loss attributable to common
stockholders). Refer to Note 17 for further diséuss

The declines in copper and molybdenum prices ®2808 also resulted in lower of cost or marketN)@ventory charges totaling $782 million ($479llion to net loss attributable to common
stockholders) in 2008. Additional LCM charges assec! with molybdenum inventories totaling $19 ioill ($15 million to net income attributable to comwmstockholders) were recorded in first-
quarter 2009. We recorded no further LCM inventadjustments subsequent to first-quarter 2009.

Declines in the market price of copper, among othetors, could cause us to record additional L@ventory adjustments and could also result in aitiatial write down of the carrying value of
long-lived assets, which would potentially have @tenial adverse impact on our results of operatintsstockholders' equity, but would have no eféectash flows.

Unanticipated litigation or negative developmentsin pending litigation could have a material adverse effect on our results of operations and financial condition.

We are a party to the litigation described in Nb3eand in Item 3. “Legal Proceedings” and a nundbe&ther litigation matters, including asbestosasyre cases, disputes over the allocation of
environmental remediation obligations at Superfand other sites, disputes over water rights arplités with regulatory authorities. The outcometafdtion is inherently uncertain and adverse
developments or outcomes can result in significamtetary damages, penalties or injunctive reliefires us, limitations on our property rights, ayukatory interpretations that increase our opegatin
costs. If any of these disputes results in a snbatanonetary judgment against us or an advega laterpretation is settled on unfavorable teranstherwise affects our operations, it could have
material adverse effect on our operating resultsfarancial condition.

We depend on our senior management team and other key employees, and the loss of any of these employees could adversely affect our business.

Our success depends in part on our ability to@tftratain and motivate senior management and &theemployees. Achieving this objective may bédlift due to many factors, including
fluctuations in global economic and industry coiadis, competitors’ hiring practices, cost reductmtivities, and the effectiveness of our compeasgirograms. Competition for qualified personnel
can be very intense. We must continue to recretigim and motivate senior management and otheefgoyees sufficient to maintain our current bussnend support our future projects. A loss of
such personnel could prevent us from capitalizindposiness opportunities, and our operating resuolitd be adversely affected.

Our holding company structure may impact your ability to receive dividends .

We are a holding company with no material assétsrahan the capital stock of our subsidiariesassult, our ability to repay our indebtedness @enddividends is dependent on the generation of
cash flow by our subsidiaries and their abilityriake such cash available to us, by dividend, Idaht repayment or otherwise. Our subsidiaries ddaee any obligation to make funds available 1
to repay our indebtedness or pay dividends. Divddgrom subsidiaries that are not wholly ownedsdrared with other equity owners. In addition, casbur international operations is subject to
foreign withholding taxes upon repatriation inte td.S.

In addition, our subsidiaries may not be able tdy@permitted to, make distributions to enabléougpay our indebtedness or pay dividends. Eacuo$ubsidiaries is a distinct legal entity aner
certain circumstances, legal and contractual m&tnis, as well as the financial condition and afiag requirements of our subsidiaries, may linoit ability to obtain cash from our subsidiariesrOu
rights to participate in any distribution of outsidiaries’ assets upon their liquidation, reorgation or insolvency would generally be subjedh prior claims of the subsidiaries’ creditors,
including any trade creditors.
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Anti-takeover provisionsin our charter documents and Delaware law may make an acquisition of us more difficult.

Anti-takeover provisions in our charter documemtd Belaware law may make an acquisition of us ndiffeeult. These provisions:

Authorize our board of directors to issue prefestrtk without stockholder approval and to desigriae rights, preferences and privileges of eaassclif issued, such preferred stock
would increase the number of outstanding sharesio€apital stock and could include terms that mheter an acquisition of u

Establish advance notice requirements for nominatto the board of directors or for proposals taat be presented at stockholder meeti

Limit removal of directors for cause on

Limit who may call stockholder meetings; &

Require the approval of the holders of two thirflsur outstanding common stock to enter into cartaisiness combination transactions, subject taiceexceptions, including if t+
consideration to be received by our common stoaldrslin the transaction is deemed to be a faieg

These provisions may discourage potential takeattempts, discourage bids for our common stockpaemium over market price or adversely affectritegket price of, and the voting and other
rights of the holders of, our common stock. Thesigions could also discourage proxy contestsraakle it more difficult for stockholders to electatitors other than the candidates nominated by
our board of directors.

In addition, because we are incorporated in Delaysae are governed by the provisions of Sectiondf@Be Delaware General Corporation Law, which meghibit large stockholders from
consummating a merger with, or acquisition of, us.

These provisions may deter an acquisition of usrthight otherwise be attractive to stockholders.
It em 1B. Unresolved Staff Comments.

Not applicable

| tem 3. Legal Proceedings.

We are involved in various legal proceedings thisan the ordinary course of our business orasciated with environmental issues arising fregaty operations conducted over the years by
Phelps Dodge and its affiliates. We are also ined)\from time to time, in other reviews, investigas and proceedings by government agencies regpodir business, some of which may result in
adverse judgments, settlements, fines, penaltipmadtions or other relief.

Litigation

Blackwell, Oklahoma Litigation On April 14, 2008, a purported class action filag against us and several of our direct andrewisubsidiaries, including Blackwell Zinc Compamg. (BZC)

( Coffey, et al., v. FreepeNlcMoRan Copper & Gold, Inc., et glKay County, Oklahoma District Court, Case No.2D08-68). This suit alleges that the operationBZE’s zinc smelter in

Blackwell, Oklahoma, from 1918 to 1974 resulted¢damtamination of soils and groundwater in Blackveeit! the surrounding area. The complaint seekseaifigrl compensatory and punitive
damages on behalf of the putative class membensjsting of current and former residents and priypawners, for alleged diminution in property vadu®laintiffs also requested an order compelling
remediation of allegedly contaminated propertied e establishment of a monetary fund to pay fonitoring the present and future health of the fingaclass members. On February 2, 2010, the
court granted our motion to dismiss the plaintiffeédical monitoring claims and the court deniednpifs’ request for reconsideration at a hearimghday 6, 2010. Discovery and briefing on class
certification are near completion.
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On December 7, 2009, 18 individuals filed a relatei ( Brown et al. v. FreepelMcMoRan Copper & Gold Inc., et glKay County, Oklahoma District Court, Case No.2009-213), alleging
personal injuries resulting from exposure to lead seeking compensatory and punitive damages. aretv 2010, the case was removed to the U.S. &ifldurt for the Western District of Oklahol

in Oklahoma City (CIV-10-295-HE). On July 23, 2018e federal district court denied plaintiffs’ rexpt to remand the suit to state court. We interdefend both of these matters vigorously and no
estimates can be made for ranges of losses thet¢a@senably possible with respect to these twoscase

Refer to Note 13 for more information about our egiltion activities in Blackwell, Oklahoma.
Environmental Proceedings

Newtown Creel. From the 1930s until 1964, Phelps Dodge Refittiogporation (PDRC), a subsidiary of Freeport-McNMaRCorporation, operated a smelter, and from ti3®'$until 1984 it
operated a refinery, on the banks of Newtown Creslich is a 3.5 mile-long waterway that forms pafrthe boundary between Brooklyn and Queens in Mevk City. Heavy industrialization along
the banks of Newtown Creek and discharges fronCityeof New York’s sewer system over more than ategy resulted in significant environmental contaation of the waterway. The New York
Attorney General previously notified several companincluding PDRC, about possible obligationsle&an up sediments in Newtown Creek. In March apdlR2010, the U.S. Environmental
Protection Agency (EPA) notified PDRC and five aththat EPA considers them to be potentially resjide parties under the Comprehensive Environméregaponse, Compensation, and Liability
Act (CERCLA). The notified parties began workingEPA to identify other potentially responsiblarpies, and EPA proposed that the notified papgerform a Remedial Investigation/Feasibility
Study (RI/FS) at their expense and reimburse ERASmversight costs. EPA is not expected to psep®remedy until after an RI/FS is completed, tviscexpected to take several years. On
September 29, 2010, EPA designated Newtown CreakSaperfund site. The cost of remediating Newt@eek could be significant, and depending on whatign of that cost is allocated to PDF
that share could be material to us.

Gilt Edge Mine Site On July 12, 2010, we were notified by the U.S. Dapant of Justice, acting at the request of EPAt the U.S. was preparing to file suit in feder@irt against two of our
wholly owned subsidiaries (Cyprus Mines Corporatioxd Cyprus Amax Minerals Company, Inc.) and seaheer parties to recover costs incurred or tansarred by the U.S. in responding to the
release or threatened release of hazardous substanthe Gilt Edge Mine Site in Lawrence CountyytB Dakota. The letter stated that the U.S. waskkrt that the Cyprus entities are jointly and
severally liable with the other parties for allpease costs incurred by the U.S. at this site uB#RCLA. The letter asserted that the U.S. hadried approximately $91 million in response cosid
expected to incur significant additional respons&t€in the future. We do not know whether the opizeties could contribute materially to reimbursernof these response costs.

We have conducted a detailed investigation ofgliesand have concluded that the Cyprus entities wegaged only in exploration at the site and wetenvolved in the large-scale mining operation
that left the site in its current condition. Wdibee there is a reasonable basis for apportiotiiegesponse costs based on historical recordstiufties at the site, so that the liability of t@yprus
entities should be proportional to the actual hdame, rather than joint and several, as the govenhasserts. We are engaged in discussions with.®.eand we intend to vigorously defend this
matter if the government files suit.

Arizona Department of Environmental QuaktMorenci. In October 2008, Freeport-McMoRan Morenci Indofenci) notified state and federal authorities ihaccidentally released electrolyte
solution from its solution extraction and electroning (SX/EW) operation into Lower Chase Creekephemeral stream that is normally dry. Morenci emted a thorough cleanup of the spill and
later provided authorities with information on @mxtive actions implemented in response to the. $pillJanuary 16, 2009, Morenci received Noticegiolation (NOVs) from the Arizona Department
of Environmental Quality alleging that the spilstdted in violations of the Arizona Pollutant Discge Elimination System and Aquifer Protection Paogs. Morenci also received a letter dated
January 28, 2010, from the Arizona Attorney Geneiadifice advising Morenci that the state of Arizomtends to file a civil enforcement action. Macehas met with the Arizona Attorney General’s
office to discuss a potential settlement and expecteach an agreement that includes paymentieflapenalty, which may exceed $100,000.
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Asbestos Claims

Since approximately 1990, Phelps Dodge and vasabsidiaries have been named as defendants igealamber of lawsuits that claim personal injugnirexposure to asbestos allegedly contained
in electrical wire products produced or marketedyngears ago, either from asbestos contained idibhgs and facilities located at properties ownedgerated by Phelps Dodge affiliates, or from
alleged asbestos in talc products. Many of theiie swolve a large number of codefendants. Baselitigation results to date and facts currentlpwm, FCX believes its liability, if any, in these
matters will not have a material adverse effethegiindividually or in the aggregate, upon itsibass, financial condition, liquidity, results gberations or cash flow. There can be no assurance,
however, that future developments will not altés ttonclusion.

Water Rights

Water law in the western U.S. is generally basetherdoctrine of prior appropriation (first in tipfirst in right) and permits the water right haldie right to use public waters for a statutodéfined
beneficial use, at a designated location. Our djper®in the western U.S. require water for miniog processing and related support facilities.t@apus operation of these mines is dependent o
ability to maintain our water rights and claims €Tlbss of water rights, in whole or in part, cohltle a significant adverse affect on our miningrafens.

Two water rights adjudications have been initidatethe state of Arizona in order to quantify antptize all surface water claims in two of thetsta river systems that include four of our opergti
mines (Morenci, Sierrita, Miami and Safford). Angepedents set in these legal proceedings mayralsact our Bagdad, Arizona mine. These adjudicati@ve been under way for many years, and
we cannot predict when they will be concluded.

In Re the General Adjudication of All Rights to Us&ter in the Little Colorado Water System and $esy Apache County, Superior Court, No. 6417, filedoorabout February 17, 1978. The
principal parties, in addition to us, include: tiate of Arizona; the Salt River Project; the AriadPublic Service Company; the Navajo Nation, tbpiHndian Tribe; the San Juan Southern Paiute
Tribe; and the United States on behalf of thodees on its own behalf, and on behalf of the Whitaintain Apache Tribe.

In Re The General Adjudication of All Rights to Ua&ater in the Gila River System and Sources

Maricopa County, Superior Court, Cause Nos. W-1tYS&/-2 (Verde), W-3 (Upper Gila), and W-4 (Sardr®), filed on February 17, 1978. The principaltigs; in addition to us, include: the State of
Arizona; the Gila Valley Irrigation District; ther&nklin Irrigation District; the San Carlos Irriga and Drainage District; the Salt River Projebe San Carlos Apache Tribe; the Gila River Indian
Community; and the United States on behalf of thiriges, on its own behalf, and on behalf of theitd/Mountain Apache Tribe, the Fort McDowell Moha&pache Indian Community, the Salt
River Pima-Maricopa Indian Community, and the PayS8ommunity of Yavapai Apache Indians.

In 1998, we entered into a water rights settleragnéement with the Gila River Indian Community (GRIwhich was later included in a comprehensiveewrghts settlement under the Arizona
Water Settlements Act of 2004. The GRIC settlen®subject to contingencies, and the comprehers@ttement has been challenged by other partiege Hre unable to resolve the contingencies in
the GRIC settlement and defeat the third-partylehgks, our water rights in the Gila River watedsbeuld be diminished, and our operations at MdreSierrita, Miami and Safford could be
adversely affected.

Prior to January 1, 1983, various Indian tribesdfisuits in the U.S. District Court in Arizona diéing superior rights to water being used by mammgotvater users, including us, and claiming damages
for prior use in derogation of their allegedly stiperights. These federal proceedings have besgredtpending the Arizona Superior Court adjudicetio

United States v. Gila Valley Irrigation Districtnited States District Court, District of Arizonaas initiated in 1925 by the United States ttleseonflicting claims to water rights in portiongthe
Gila River watershed. A decree settling the clagfgarious parties was entered in 1935, after wkbeen dismissed from the case without prejudit@9B8, the Gila River Indian Community
intervened, challenging uses of water in the GileeRwatershed, which may impact water that we tHheeight to divert annually from Eagle Creek, &a&reek or the San Francisco River for
operation of our Morenci mine, pursuant to decnégiats and an agreement between us and the GilayMatigation District. Our Morenci operations alpurchased farm lands with water rights in
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1997, 1998 and 2008 that could be affected by theome of this proceeding. Impairment of our wataims in the Gila River watershed could adverséigct the operations of our Morenci and
Safford mines.

| tem 4.

Submission of Matters to a Vote of Security Holders
Not applicable

Executive Officers of the Registrant.

Certain information as of February 11, 2011, almutexecutive officers is set forth in the followiteble and accompanying text:

Name Age Position or Office

James R. Moffel 72 Chairman of the Boar

Richard C. Adkerso 64 Director, President and Chief Executive Offi

Michael J. Arnolc 58 Executive Vice President and Chief Administrativific@r
Kathleen L. Quirk 47 Executive Vice President, Chief Financial Officadalreasure

James R. Moffehas served as Chairman of the Board since May 1M@82Moffett previously served as the Chief ExeeatDfficer from July 1995 until December 2003. Hes falso served as Co-
Chairman of the Board of McMoRan Exploration Cocf#bRan) since September 1998, and President aref Ekécutive Officer since May 2010.

Richard C. Adkersohas served as President since January 2008 anfiaisépril 1997 to March 2007, Chief Executive @#r since December 2003 and a director since @ct2B06. Mr.
Adkerson previously served as Chief Financial @ffifrom October 2000 to December 2003. Mr. Adkelisam also served as Co-Chairman of the Board of 8Ra&h since September 1998.

Michael J. Arnolchas served as Executive Vice President since M200[ and Chief Administrative Officer since December 2003.

Kathleen L. Quirthas served as Executive Vice President since M206f, Chief Financial Officer since December 2008 &reasurer since February 2000. Ms. Quirk preshoserved as Senior
Vice President from December 2003 to March 2007. Msrk has also served as the Senior Vice PresiwfaicMoRan since April 2002 and as Treasurersid@anuary 2000.

It em 4B. Mine Safety Disclosure

The safety and health of all our employees aré@highest priority. Management believes that gadat health considerations are integral to, amdpadible with, all other functions in the
organization and that proper safety and health gemant will enhance production and reduce costsaPproach towards the health and safety of oukfecge is to continuously improve
performance through implementing robust managesystems and providing adequate training, safefgritice and occupational health programs.

Our objective is zero work place injuries and oatignal illnesses. We measure progress toward éolgi®ur objectives against regularly establisheddhmarks, including measuring company-wide
Total Recordable Incident Rates (TRIR). During 20dir TRIR (including contractors) was 0.65 per, 200 man-hours worked, compared to the prelimimagyal mining sector industry average
reported by the U.S. Mine Safety and Health Adntiat®on (MSHA) for 2010 of 2.53 per 200,000 man-soworked. For 2009, our TRIR (including contrasjavas 0.74 per 200,000 man-hours
worked, compared to MSHA'’s 2009 metal mining seatdustry average of 2.61 per 200,000 man-hourkebrWe incurred capital expenditures totaling $8lion in 2010 associated with our
workplace health and safety programs.
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Refer to Exhibit 99.1 for mine safety disclosureguired to be disclosed in accordance with Sedt&i8(a) of the Dodd-Frank Wall Street Reform and<Zoner Protection Act.
P ART Il

I tem 5. Market for Registrant's Common Equity, Rdated Stockholder Matters and Issuer Purchases ofduity Securities.

Unregistered Sales of Equity Securities

None.

Common Stock

Our common shares trade on the New York Stock Exgd@NY SE) under the symbol “FCX.” The FCX sharegis reported daily in the financial press urftfvICG” in most listings of NYSE
securities. The table below shows the NYSE comedajte common share price ranges during 2010 &b@t 20

20102 20092
High Low High Low
First Quartel $ 45.28 $ 33.02 $ 21.73 $ 10.58
Second Quarte 44.15 29.12 30.78 18.30
Third Quartel 43.96 28.36 36.72 21.60
Fourth Quarte 60.39 43.19 43.68 31.50

a. Common share prices have been adjusted to refledte¢bruary 1, 2011, t-for-one stock split
At February 11, 2011, there were 17,488 holdergodrd of our common stock.
Common Stock Dividends
All references to common stock dividends have tzfuosted to reflect the February 1, 2011, two-foe-stock split.
In December 2008, the Board of Directors suspetigedash dividend on our common stock; accordirthlsre were no common stock dividends paid in 200@ctober 2009, the Board of Directors
reinstated a cash dividend on our common stock anaual rate of $0.30 per share. In April 2016,Bloard of Directors authorized an increase irctigh dividend to an annual rate of $0.60 per s

and in October 2010, authorized another increasieeicash dividend to an annual rate of $1.00 pares Additionally, in December 2010, the Boardakctors declared a supplemental common
stock dividend of $0.50 per share. Below is a surgroicommon stock cash dividends declared and gaithg 2010:

2010

Per Share

Amount Record Dat¢ Payment Dat:
First Quartel $ 0.075 01/15/201C 02/01/201C
Second Quarte 0.075 04/15/201C 05/01/201C
Third Quartel 0.150 07/15/201C 08/01/201C
Fourth Quarte 0.150 10/15/201C 11/01/201C
Supplemental Dividen 0.500 12/20/201C 12/30/201C

The declaration of dividends is at the discretibowr Board of Directors and will depend on ourafiicial results, cash requirements, future prosgeaisther factors deemed relevant by the Board of
Directors. In addition, payment of dividends on oammon stock and purchases of common stock ajeciub limitations under our senior notes and:értain circumstances, our revolving credit
facilities.
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Issuer Purchases of Equity Securities
The following table sets forth information with pext to shares of FCX common stock purchased lojutisg the three months ended December 31, 2010:

(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 Purchase@ Share (or Unit Plans or Progran® the Plans or Progran®
October -31, 201C - $ = = 23,685,50
November -30, 201C 532,78¢ 102.6¢ - 23,685,50
December -31, 201C - - - 23,685,50
Total 532,78 102.6¢ : 23,685,50

a.Consists of shares repurchased to satisfy taxatimigs to cover the cost of options exercised uf@X's applicable stock incentive plai
b.On July 21, 2008, FC's Board of Directors approved an increase in 's ope-market share purchase program for up to 30 miliseres. The program does not have an expirati@n

c.Under terms of the related plans, upon exercistaak options employees may tender FCX shares ¥tB6@ay the exercise price and/or the minimum negltaxes. These treasury shares wert
affected by the February 1, 2011 -for-one stock split
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| tem 6. Selected Financial Data.

FREEPORT-McMoRan COPPER & GOLD INC.
SELECTED FINANCIAL AND OPERATING DATA

Years Ended December &

2010 2009 2008 20072 2006
FCX CONSOLIDATED FINANCIAL DATA (In Millions, Except Per Share Amoun
Revenue: $ 18,98: $ 15,04( $ 17,79¢ $ 16,93¢® $ 5,791
Operating income (los! 9,06¢ 6,50%ce (12,71() def 6,55¢0.f 2,86¢
Income (loss) from continuing operatic 5,54¢ 3,53¢ (20,45() 3,73 1,62¢
Net income (loss 5,544 3,53¢ (10,45() 3,77¢ 1,62¢
Net income attributable to noncontrolling intere 1,20¢ 78t 617 80z 16€
Net income (loss) attributable to FCX common stadétars 4,279 2,527ce9 (11,34:) defg 2,760fg 1,39¢9
Basic net income (loss) per share attributableGX Eommon
stockholders
Continuing operation” $ 467 $ 3.0¢ $ (14.8¢) $ 4.01 $ 3.6¢€
Discontinued operatiorh = = = 0.0t =
Basic net income (losh $ 467 $ 3.0¢ $ (14.86¢) $ 4.0¢€ $ 3.6¢€
Basic weighte-average common shares outstan® 91t 82¢ 76% 682 381
Diluted net income (loss) per share attributablE@X commor
stockholders
Continuing operation® $ 4.57 $ 2.9¢ $ (14.8¢) $ 3.7C $ 3.3Z
Discontinued operatiorh - - - 0.0t -
Diluted net income (los® $ 4571 § 2.9tces  § (14.8¢) defo g 3.7tbfe 3.3
Diluted weighte-average common shares outstan® 94¢ 93¢ 76% 794 44%
Dividends declared per share of common sh $ 1128 $ 0.07¢ $ 0.687¢ $ 0.687¢ $ 2.5312!
At December 31
Cash and cash equivalel $ 3,73¢ $ 2,65¢ $ 872 $ 1,62¢ $ 907
Property, plant, equipment and development cost 16,78¢ 16,19¢ 16,00: 25,71 3,09¢
Goodwill - - - 6,10t -
Total asset 29,38¢ 25,99¢ 23,35! 40,66 5,39(
Total debt, including current portic 4,75¢ 6,34¢ 7,351 7,211 68C
Total FCX stockholde’ equity 12,50¢ 9,11¢ 5,77¢ 18,23¢ 2,44t

The selected consolidated financial data shown eli®derived from our audited consolidated finahstatements. These historical results are not sesely indicative of results that you can expect
for any future period. You should read this dat@émjunction with Manageme's Discussion and Analysis of Financial ConditiamdaResults of Operations and our full consoliddirédncial
statements and notes thereto contained in this aimeport.

a.Includes the results of Phelps Dodge Corporati¢relffs Dodge) beginning March 20, 20

b. Includes charges totaling $175 million ($106 miilim net income attributable to FCX common stocébos or $0.13 per share) for mark-to-market acdngratdjustments on the 2007 copper price
protection program assumed in the acquisition @fithDodge

c. Includes charges totaling $77 million ($61 millitmnet income attributable to FCX common stockhdde $0.07 per share) associated with a lossmgericy and restructuring charg
d. Includes charges totaling $17.0 billion ($12.7ibillto net loss attributable to FCX common stockleod or $16.60 per share) associated with impairianesh restructuring charge

e.Includes charges for lower of cost or market ineentadjustments totaling $19 million ($15 milliom het income attributable to FCX common stockhalaer$0.02 per share) in 2009 and $782
million ($479 million to net loss attributable t&€X common stockholders or $0.63 per share) in 2

f. Includes purchase accounting impacts related tatheisition of Phelps Dodge totaling $1.0 billi@®22 million to net loss attributable to FCX commratockholders or $0.82 per share) in 2
and $1.3 billion ($793 million to net income attrtbble to FCX common stockholders or $1.00 pereshiar2007

g. Includes net losses on early extinguishment angasion of debt totaling $71 million ($0.07 per s¥)an 2010, $43 million ($0.04 per share) in 2089 million ($0.01 per share) in 2008, $132
million ($0.17 per share) in 2007 and $30 milli&é®(07 per share) in 2006; 2008 also includes clsaaling $22 million ($0.03 per share) associatét privately negotiated transactions to
induce conversion of a portion of our 5%2% ConvégtiPerpetual Preferred Stock into FCX common st

h. Amounts have been adjusted to reflect the FebruigPP11, tw-for-one stock split
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FREEPORT-McMoRan COPPER & GOLD INC.
SELECTED FINANCIAL AND OPERATING DATA (Continued)

For comparative purposes, operating data shownwedtr the years ended December 31, 2007 and 20@®ices our historical data with Phelps Dodge-acquisition data. As the pre-acquisition
operating data represent the results of these dpera under Phelps Dodge management, such combatads not necessarily indicative of what pasuteswould have been under FCX manager
or of future operating results.

Years Ended December &

2010 2009 2008 20072 20062
FCX CONSOLIDATED MINING OPERATING DATA
Copper (recoverable
Production (millions of pound: 3,90¢ 4,107 4,03( 3,88¢ 3,63¢
Production (thousands of metric tol 1,77: 1,861 1,82¢ 1,762 1,651
Sales, excluding purchases (millions of pour 3,89¢ 4,111 4,06¢ 3,86: 3,63(
Sales, excluding purchases (thousands of metrg) 1,767 1,86¢ 1,84« 1,752 1,647
Average realized price per pou $ 35¢ % 26C % 26 % 32> % 2.8(°
Gold (thousands of recoverable ounc
Productior 1,88¢ 2,66¢ 1,291 2,32¢ 1,862
Sales, excluding purchas 1,86: 2,63¢ 1,31« 2,32( 1,86¢
Average realized price per our $ 1271 % 99 $ 861 $ 68z % 56€¢
Molybdenum (millions of recoverable pount
Productior 72 54 73 70 68
Sales, excluding purchas 67 58 71 69 68
Average realized price per pou $ 1647 $ 1236 $ 3058 $ 2581 % 21.8i
NORTH AMERICA COPPER MINES
Operating Data, Net of Joint Venture Interest
Copper (recoverable
Production (millions of pound: 1,067 1,147 1,43( 1,32( 1,30%
Production (thousands of metric tol 484 52C 64¢ 59¢ 592
Sales, excluding purchases (millions of pour 1,08t 1,181 1,43¢ 1,332 1,30:
Sales, excluding purchases (thousands of metrg) 49z 53¢ 65C 604 591
Average realized price per pou $ 34z % 238 % 307 $ 3.1¢¢ % 2.2¢
Molybdenum (millions of recoverable pount
Productior 25 25 3C 3C 31
100% Operating Data
Solution extraction/electrowinning (SX/EW) operaik
Leach ore placed in stockpiles (metric tons ped: 648,80( 589,40( 1,095,201 798,20( 801,20(
Average copper ore grade (perce 0.24 0.2¢ 0.2z 0.2 0.3C
Copper production (millions of recoverable pour 74€ 85¢ 942 94C 1,01
Mill operations
Ore milled (metric tons per da 189,20( 169,90( 249,60( 223,80( 199,30(
Average ore grade (percer
Copper 0.32 0.32 0.4C 0.3t 0.32
Molybdenum 0.02 0.02 0.02 0.0z 0.0z
Copper recovery rate (perce 83.C 86.C 82.¢ 84.5 85.C
Production (millions of recoverable pounc
Copper 39¢ 364 59¢ 501 414
Molybdenum 25 25 30 30 31
SOUTH AMERICA MINING
Copper (recoverable
Production (millions of pound: 1,35¢ 1,39( 1,50¢ 1,41% 1,13t
Production (thousands of metric tol 614 631 682 641 514
Sales (millions of pound: 1,33t 1,39¢ 1,521 1,39¢ 1,12¢
Sales (thousands of metric tol 60€ 632 69C 63E 511
Average realized price per pou $ 366 % 27C % 257 % 3.2t $ 3.02
Gold (thousands of recoverable ounc
Productior 93 92 114 11€ 112
Sales 93 90 11€ 114 111
Average realized price per our $ 1,26 % 98z % 855  $ 682 $ 552
Molybdenum (millions of recoverable pount
Productior 7 2 3 1 -
SX/EW operation:
Leach ore placed in stockpiles (metric tons pe): 268,80( 258,20( 279,70( 289,10( 257,40(
Average copper ore grade (perce 0.41 0.4t 0.4t 0.42 0.4t
Copper production (millions of recoverable pour 504 56& 56C 56¢ 69t

64




Table of Content

Years Ended December &

2010 2009 2008 20072 20062
SOUTH AMERICA MINING (continued)
Mill operations
Ore milled (metric tons per da 188,80( 181,30( 181,40( 167,90( 68,50(
Average ore grade (percer
Copper 0.6% 0.6€ 0.7% 0.74 0.87
Molybdenum 0.0z 0.0z 0.0z 0.0z -
Copper recovery rate (perce 90.C 88.¢ 89.2 87.1 93.¢
Production (recoverable
Copper (millions of pounds 85C 82t 94¢€ 844 43¢
Gold (thousands of ounce 93 92 114 11€ 112
Molybdenum (millions of pound: 7 2 3 1 -
INDONESIA MINING
Operating Data, Net of Joint Venture Interest
Copper (recoverable
Production (millions of pound: 1,222 1,412 1,09« 1,151 1,201
Production (thousands of metric tol 554 64C 49€ 52z 54t
Sales (millions of pound: 1,21¢ 1,40 1,111 1,131 1,201
Sales (thousands of metric toi 551 63E 504 51z 54&
Average realized price per pou $ 365 $ 268 % 236 $ 33z BN
Gold (thousands of recoverable ounc
Productior 1,78¢ 2,56¢ 1,162 2,19¢ 1,732
Sales 1,765 2,54¢ 1,182 2,18t 1,73¢
Average realized price per our $ 1,271 $ 994  $ 861 $ 681 % 567
100% Operating Data
Ore milled (metric tons per da 230,20( 238,30( 192,90( 212,60( 229,40(
Average ore grade
Copper (perceni 0.8% 0.9¢ 0.8¢ 0.82 0.8t
Gold (grams per metric tol 0.9C 1.3C 0.6€ 1.2¢ 0.8t
Recovery rates (percen
Copper 88.¢ 90.€ 90.1 90.5 86.1
Gold 81.7 83.7 79.¢ 86.2 80.¢
Production (recoverable
Copper (millions of pounds 1,33( 1,641 1,10¢ 1,211 1,30C
Gold (thousands of ounce 1,964 2,98¢ 1,162 2,60¢ 1,82¢
AFRICA MINING
Copper (recoverable
Production (millions of pound: 26E 1548 N/A N/A N/A
Production (thousands of metric tol 12C 7Ce N/A N/A N/A
Sales (millions of pound: 262 13ce N/A N/A N/A
Sales (thousands of metric tol 11¢ 58e N/A N/A N/A
Average realized price per pou $ 34§ 2.8t N/A N/A N/A
Cobalt (millions of recoverable pounc
Productior 20 N/A N/A N/A N/A
Sales 20 N/A N/A N/A N/A
Average realized price per pou $ 10.9¢ N/A N/A N/A N/A
Ore milled (metric tons per da 10,30( 7,30(¢ N/A N/A N/A
Average ore grade (percer
Copper 3.51 3.6¢¢ N/A N/A N/A
Cobalt 0.4C N/A N/A N/A N/A
Copper recovery rate (perce 914 92.1¢ N/A N/A N/A
MOLYBDENUM OPERATIONS
Molybdenum sales, excluding purchases (millionpafnds)f 67 58 71 69 69
Average realized price per pou $ 1647 $ 1236 $ 3058 $ 2581 $ 21.87
Henderson molybdenum mine
Ore milled (metric tons per da 22,90( 14,90( 24,10( 24,000 22,200
Average molybdenum ore grade (perce 0.2t 0.2t 0.2 0.2 0.2
Molybdenum production (millions of recoverable pday 40 27 40 39 37

a.For comparative purposes, operating data for thesyended December 31, 2007 and 2006 combinesstarital data with Phelps Dodge -acquisition data. As the f-acquisition data represer
the results of these operations under Phelps Dodgggement, such combined data is not necesgatibative of what past results would have been uR@X management or of future operating
results.

b. Before charges for hedging losses related to coppes protection programs, amounts were $3.2ppand for 2007 and $3.08 per pound for 2(

c. Amount was approximately $606 per ounce beforesa tesulting from the redemption of F's Golc-Denominated Preferred Stock, Series

d. Before charges for hedging losses related to copiee protection programs, amounts were $3.2%pand for 2007 and $3.06 per pound for 2(

e.Results for 2009 represent mining operations thgah production in March 200

f. Includes sales of molybdenum produced at our Namth South America copper min
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For the ratio of earnings to fixed charges caléoifgtearnings consist of income (loss) from coritigwoperations before income taxes, noncontroiimerests in consolidated subsidiaries, equity in
affiliated companies’ net earnings, cumulative effef accounting changes and fixed charges. Fikedlges include interest and that portion of reenaed representative of interest. For the ratio of
earnings to fixed charges and preferred stock divdd calculation, we assumed that our preferrazk stividend requirements were equal to the preetaxings that would be required to cover those
dividend requirements. We computed those pre-teniregs using the effective tax rate for each y€an: ratio of earnings to fixed charges was as ¥adl6or the years presented:

Years Ended December &

2010 2009 2008 2007 2006

Ratio of earnings to fixed charg 16.3x 9.3x -a 9.9x 33.1x
Ratio of earnings to fixed charg

and preferred stock dividen 13.9x 6.1x -b 6.6x 14.3x

a. As aresult of the loss recorded in 2008, the rativerage was less than 1:1. We would have needgehterate additional earnings of $13.4 billiom¢bieve coverage of 1:1 in 20(

b. As aresult of the loss recorded in 2008, the raticerage was less than 1:1. We would have needgehierate additional earnings of $13.8 billiom¢hieve coverage of 1:1 in 20(
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Item 7. and 7A. Management's Discussion and Anajs of Financial Condition and Results of Operatios and Quantitative and Qualitative Disclosures AbouMarket 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 ConditiamdaResults of Operations, “we,” “us” and “our” refeto Freeport-McMoRan Copper & Gold Inc. (FCX) aitsl consolidated
subsidiaries. The results of operations reported snmmarized below are not necessarily indicativertuire operating results (refer to “Cautionarya&ment” for further discussion). References to
“Notes” are Notes included in our Notes to Consatield Financial Statements. Throughout Managem@magsussion and Analysis of Financial Condition delsults of Operations all references to
earnings or losses per share are on a diluted hasifess otherwise noted, and have been retrodgtadjusted to reflect the February 1, 2011, two-doe stock split.

We are one of the world’s largest copper, gold matybdenum mining companies in terms of reservespaaduction. Our portfolio of assets includes @rasberg minerals district in Indonesia,
significant mining operations in North and South étina, and the Tenke Fungurume (Tenke) mineratsatign the Democratic Republic of Congo (DRC).€TGrasberg minerals district contains the
largest single recoverable copper reserve andatigedt single gold reserve of any mine in the wbdsed on the latest available reserve data prdvigehird-party industry consultants. We also
operate Atlantic Copper, our wholly owned coppeekimg and refining unit in Spain.

We have significant reserves, resources and fautevelopment opportunities within our portfolio afsets. Since the merger with Phelps Dodge Corporéhelps Dodge) in 2007, we have added
42.9 billion pounds of proven and probable coppserves, including 20.2 billion pounds during 204ij 1.72 billion pounds of proven and probableytndénum reserves, including 0.87 billion
pounds during 2010. At December 31, 2010, oumeséd consolidated recoverable proven and probraBkrves totaled 120.5 billion pounds of coppéiictvwere determined using a long-term
average copper price of $2.00 per pound (refeCxitital Accounting Estimates — Mineral Reserves”further discussion).

During 2010, 60 percent of our consolidated cogpeduction was from our Grasberg, Morenci and C¥erde mines. We also produce gold, primarily at@rasberg minerals district in Indonesia,
which accounted for 95 percent of our consolidateld production for 2010. For 2010, 56 percentwf@nsolidated molybdenum production was fromHleederson molybdenum mine, 34 percent
was produced at certain of our North America coppigres and 10 percent was produced at our Cerrdevmine in Peru. Refer to “Operations” for furthiéscussion of our mining operations.

We are increasing near-term production at sevémaliocopper mines and are undertaking major ptsjéaecluding the development of the El Abra swdfie@serves and the underground ore bodies at
Grasberg. We are also advancing development aeti\at the Climax molybdenum mine. Studies are undg to evaluate a large-scale concentrator expars Cerro Verde, a major mill project at
El Abra, various mill projects to process signifitaulfide ore in North America and staged expamsigtions at Tenke. The advancement of these stigl#esigned to position us to invest in
production growth within our existing portfolio absets. Refer to “Operations” for further discussibour current operating and development acésiti

Our results for the year 2010, compared with 2@d@narily reflected higher average realized mepaises, partially offset by lower copper and gaoddes volumes (refer to “Consolidated Results” for
further discussion of our consolidated financialules for the years ended December 31, 2010, ad#)20

At December 31, 2010, we had $3.7 billion in coitaibd cash and $4.8 billion in long-term debt.c8idanuary 1, 2009, we repaid approximately $2li6iin debt (refer to “Capital Resources and
Liquidity” for further discussion). At current coppprices we expect to produce substantial operatsh flows in 2011, and plan to focus on usingoash to invest in our development projects and
return cash to shareholders through common stod#letids and/or share repurchases. On Februan024, %ve announced our intent to redeem the ren@iinl billion of the 8.25% Senior Notes
due 2015 on April 1, 2011. We expect to recordsa lon early extinguishment of debt of approxima$&g million (approximately $49 million to net inve attributable to FCX
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common stockholders) in second-quarter 2011 in ection with this redemption. We have no significdebt maturities in the near term; however, we g@sider additional opportunities to prepay
debt in advance of scheduled maturities.

In December 2010, our Board of Directors authorizéd®.50 per share supplemental common stock didigaid on December 30, 2010, and a two-for-onentomstock split effected on February 1,
2011 (refer to Note 11 for further discussion). selferences to shares of our common stock, peesmaounts and dividends on common stock herein beee retroactively adjusted to reflect the two-
for-one stock split.

In October 2010, the government of the DRC annaditice conclusion of the review of Tenke Fungurumeihy S.A.R.L.’s (TFM) contracts, confirmed that WIFs existing mining contracts are in
good standing and acknowledged the rights and liemeanted under those contracts. In connectith thie review, TFM made several commitments thaehzeen reflected in amendments to its
mining contracts. In December 2010, the addenddid’'s Amended and Restated Mining Convention anceAded and Restated Shareholders’ Agreement weredstay the parties and are pending
a Presidential Decree. TFM’s existing mining coctisawill be in effect until the Presidential Decis®btained. After giving effect to the amendmeansd obtaining approval of the modification to
TFM's bylaws, our effective ownership interest e tproject will be 56.0 percent, compared to oewjmus ownership interest of 57.75 percent (reféMote 14 for further discussion).

OUTLOOK

We view the long-term outlook for our business pesly, supported by limitations on supplies of pepand by the requirements for copper in the vimgdonomy, and will continue to adjust our
operating strategy as market conditions change.

Our financial results can vary significantly aseault of fluctuations in the market prices of capmed, to a lesser extent, gold and molybdenum I8foarket prices for these commodities have
fluctuated historically and are affected by numsrfactors beyond our control. Because we canndtaldhe price of our products, the key measuras tiranagement focuses on in operating our
business are sales volumes, unit net cash costspemdting cash flow. Discussion of the outlookdach of these measures follows.

Sales Volumes.Following are our actual consolidated sales vasifior 2010 and our projected consolidated salksneas for 2011:

2010 2011
(Actual) (Projected’
Copper (billions of recoverable pound
North America copper mine 1.1 1.2
South America mining 1.2 1.2
Indonesia mining 1.2 1.C
Africa mining 0.3 0.2
3.9 &
Gold (millions of recoverable ounce
Indonesia mining 1.8 13
South America minin 0.1 0.1
1.8 1.4
Molybdenum (millions of recoverable poun® 67 70

a. Represents the sum of projected copper sales vslbefere rounding

b. Includes sales of molybdenum produced at our Namth South America copper mini

Consolidated sales volumes for 2011 are estimategproximate 3.85 billion pounds of copper, 1.4iamn ounces of gold and 70 million pounds of malgimum. Lower copper sales from Indonesia
as a result of mining in a lower grade sectiorhef Grasberg open pit are expected to be offsetdrgases from North America primarily reflectingreased mining rates at Morenci. Lower estimated

gold sales volumes for 2011 are a result of lowergrades at Grasberg. Our projected sales volimn@911 depend on the achievement of targetedngirates, the successful operation of produr
facilities, the impact of weather conditions andestfactors.
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Unit Net Cash Costs.Assuming average prices of $1,350 per ounce lof giod $15 per pound of molybdenum for 2011, aridea®ment of current 2011 sales volume and coshatds, we estimate
our consolidated unit net cash costs (net of bykpcocredits) for our copper mining operations vdoaverage approximately $1.10 per pound in 201#.ifrtpact of price changes in 2011 on
consolidated unit net cash costs would approxir§i@té2 per pound for each $50 per ounce changeiavbrage price of gold and for each $2 per pohadge in the average price of molybdenum.
Consolidated unit net cash costs in 2011 are eggdotbe higher than consolidated unit net casts@is$0.79 per pound of copper in 2010 primariégéuse of the impact of higher unit net cash costs
at Grasberg associated with lower copper and galishves and higher input costs. Refer to “Consodiddesults — Production and Delivery Codts™further discussion of consolidated production
delivery costs.

Operating Cash Flows.Our operating cash flows vary with prices realis®m copper, gold and molybdenum sales, our saiksnes, production costs, income taxes and atoeking capital
changes and other factors. Based on the abovecfgdjeonsolidated sales volumes and unit net aasts éor 2011, and assuming average prices of §e2pound of copper, $1,350 per ounce of |
and $15 per pound of molybdenum in 2011, we eséroahsolidated operating cash flows will approxiet billion in 2011, net of an estimated $100 ionillfor working capital requirements. In
addition to projected working capital requiremewts; estimate of operating cash flow for the yetRis also net of estimated taxes of $3.5 bil(i@fer to “Consolidated Results — (Provision for)
Benefit from Income Taxes” for discussion of ouojpcted annual consolidated effective tax rate2fi1). The impact of price changes in 2011 on dpeyaash flows would approximate $150
million for each $0.05 per pound change in the agerprice of copper, $55 million for each $50 pamae change in the average price of gold and $8®mfor each $2 per pound change in the
average price of molybdenum.

COPPER, GOLD AND MOLYBDENUM MARKETS
World prices for copper, gold and molybdenum catflate significantly. During the period from Jaru2001 through January 2011, the London Metal BErgle (LME) spot copper price varied fr
a low of $0.60 per pound in 2001 to a new recogh uif $4.60 per pound in February 2011; the Longiald price fluctuated from a low of $256 per oumt@001 to a new record high of $1,421 per

ounce in November 2010; and thietals WeelMolybdenum Dealer Oxide weekly average price rarfget a low of $2.19 per pound in 2001 to a higl$89.25 per pound in 2005. Copper, gold and
molybdenum prices are affected by numerous fatteysnd our control as described further in our kRisictors” contained in Part I, ltem 1A of our FotOK for the year ended December 31, 2010.

Historical LME Copper Prices

Through February 11, 2011
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This graph presents LME spot copper prices andrtegpstocks of copper at the LME and the New Yowrrdéntile Exchange (COMEX) from January 2001 thiokgbruary 11, 2011. From 2006
through most of 2008, disruptions associated wiikes and other operational issues, combined gritlwing demand from China and other emerging ecoesmesulted in low levels of inventory.
Beginning in late 2008, slowing consumption lednitreases in inventory levels; however, China’séased buying activity contributed to a declinexshange inventories during the first half of
2009. After reaching a low in July 2009, inventsrggew during the second half of 2009. During 2@d@entories have decreased and at December 30, 26fhbined LME and COMEX stocks
totaled approximately 436 thousand metric tonsctvinepresents approximately eight days of globasomption.

Turmoil in the United States (U.S.) financial maskand concerns about the global economy negatinedgcted copper prices in late 2008, which dedliteea four-year low of $1.26 per pound in
December 2008; however, copper prices have sinpeiad significantly, attributable to a combinatiainstrong demand from China, recovering demarttiénvestern world and limitations of
available supply. During 2010, LME spot copper esicanged from $2.76 per pound to $4.42 per paawetaged $3.42 per pound and closed at $4.42 pedpan December 31, 2010. We believe
underlying fundamentals of the copper business irepasitive, supported by limited supplies fromstixig mines and the absence of significant newldpmeent projects. Future copper prices are
expected to be volatile and are likely to be infloed by demand from China, economic activity inth8. and other industrialized countries, the tgnirfi the development of new supplies of copper
and production levels of mines and copper smeltérs.LME spot copper price closed at $4.50 per gammFebruary 11, 2011.
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This graph presents London gold prices from Jan2@6J through February 11, 2011. Gold prices redeheew record high of $1,421 per ounce in Nover@bé&0, supported by investment demand
and weakness in the U.S. dollar. During 2010, goices ranged from $1,058 per ounce to $1,421 pece® averaged $1,225 per ounce and closed atGbfpetIounce on December 31, 2010. London
gold prices closed at $1,364 per ounce on Febrlr011.

70




Table of Content

Metals Week Molybdenum Dealer Oxide Prices
Through February 11, 2011

A
L ¢35
V1N A A
N el

| \'|_. 1]||| [ I $30 o

’ | I \ e 1

LN

f \‘ J (7]

|' ' ©

J - $20 =

E -

f'\l /I_."‘-_I b o

"‘ uJ ! I 4 IIE. "J\L ’ [ $15 g
v ‘ I \L\ |r v o

| J W
!lf' I__.r' - $10
o w|' R
|"«,. st
|IIl Ve "'. X .',‘\Jl"' = $5
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

This graph presents tivetals Weelvlolybdenum Dealer Oxide weekly average price framuary 2001 through February 11, 2011. In late 26@8ybdenum prices declined significantly as altes
of the financial market turmoil and a decline imded; however, molybdenum prices have since inetgaghich we believe is supported by improved dainiarthe chemicals sector. During 2010,
weekly average price of molybdenum ranged from B8 per pound to $18.60 per pound, averaged $1%®7fqund and was $16.40 per pound on Decembei030, TheMetals WeelMolybdenum

Dealer Oxide weekly average price was $17.58 pangg@n February 11, 2011.
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 accounting principles (GAAP) in the U.Be Preparation of these statements requires thatake estimates and assumptions that affect tteetezbamounts of assets, liabilities, revenues
and expenses. We base these estimates on hisexjuadience and on assumptions that we consideomehle under the circumstances; however, repoetedts could differ from those based on the
current estimates under different assumptions pditions. The areas requiring the use of manageémestimates are also discussed in Note 1 undesubleeading “Use of Estimates.” Management
has reviewed the following discussion of its depelent and selection of critical accounting estimatéh the Audit Committee of our Board of Director

Mineral Reserve. Recoverable proven and probable reserves are thefgamineral deposit that can be economically legally extracted or produced at the time ofréserve determination. The
determination of reserves involves numerous uniceiga with respect to the ultimate geology of tie bodies, including quantities, grades and regorages. Estimating the quantity and grade of

reserves requires us to determine the size, shapdepth of our ore bodies by analyzing geologieah, such as samplings of drill holes, tunnelsathdr underground workings. In addition to the
geology of our mines, assumptions are requireceterchine the economic feasibility of mining thesserves, including estimates of future commoditygsrand demand, the mining methods we use

and the related costs incurred to develop and mimeeserves. Our estimates of recoverable prondrpeobable reserves are prepared by and areshensibility of our employees. A majority of
these estimates have been reviewed and verifiéddgpendent experts in mining, geology and resdetermination.

At December 31, 2010, our consolidated recoveratdeen and probable reserves included 120.5 bipiands of copper, 35.5 million ounces of gold @89 billion pounds of molybdenum, which
were determined using long-
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term average prices of $2.00 per pound for cog#50 per ounce for gold and $10.00 per pound fdyba@num, compared with $1.60 per pound for copp®50 per ounce for gold and $8.00 per
pound for molybdenum for the proven and probatdemes estimates at December 31, 2009. The follotgiblg summarizes changes in our estimated comsetidecoverable proven and probable
copper, gold and molybdenum reserves during 20628a0:

Copper Gold Molybdenum

(billion (million (billion

pounds) ounces’ pounds)
Consolidated reserves at December 31, : 102.0 40.0 2.48
Net additions/revision 6.3 (0.1) 0.16
Productior (4.1 (2.7) (0.05)
Consolidated reserves at December 31, © 104.2 37.2 2.59
Net additions/revision 20.2 0.2 0.87
Production (3.9) (1.9) (0.07)
Consolidated reserves at December 31, & 120.5 35.5 3.39

Additions to recoverable copper reserves durind2f&luded 15.7 billion pounds at our North Amerazpper mines and 4.8 billion pounds at our SoutfeAca mines reflecting positive exploration
results and the effect of higher prices. Thesetaadi were partially offset by revisions at othénes. The increases in reserves replaced appradyratimes our 2010 copper production. Refer to
Note 19 for further information regarding estimatedoverable proven and probable reser

As discussed in Note 1, we depreciate our life-afenmining and milling assets and values assigagudven and probable reserves using the unit-afiyeetion (UOP) method based on our estimated
recoverable proven and probable reserves, anchalsoother assets that are depreciated on a gtimglbasis over their estimated useful lives. &ese the economic assumptions used to estimate
reserves change from period to period and additigealogical data is generated during the coursgpefations, estimates of reserves may changehwhbigld have a significant impact on our results
of operations, including changes to prospectiveelgation rates and asset carrying values. Basguia)acted copper sales volumes for 2011, if egtihaopper reserves at our mines were 10 percent
higher at December 31, 2010, we estimate thatmoma depreciation, depletion and amortization espedor 2011 would decrease by $34 million ($17iamilto net income attributable to FCX
common stockholders), and a 10 percent decreaspiper reserves would increase depreciation, deplahd amortization expense by $41 million ($21liari to net income attributable to FCX
common stockholders). We perform annual assessroéats existing assets in connection with the eewdf mine operating and development plans. ¥ deétermined that assigned asset lives do not
reflect the expected remaining period of benefif; @hange could affect prospective depreciatiossrat

At December 31, 2010, our long-lived assets incli®unts assigned to proven and probable resertadmg $4.5 billion. As discussed below and in &lat we review and evaluate our long-lived
assets for impairment when events or changesdoroistances indicate that the related carrying atnafiusuch assets may not be recoverable, and chdogeir estimates of recoverable proven and
probable reserves could have an impact on our sieses of asset recoverability.

Recoverable Coppt. We record, as inventory, applicable costs for cogpatained in mill and leach stockpiles that afeeeted to be processed in the future based oreprprocessing technologies.
Mill and leach stockpiles are evaluated periodictdlensure that they are stated at the lower sff @omarket. Accounting for recoverable coppemfmmill and leach stockpiles represents a critical
accounting estimate because (i) it is generallyramficable to determine copper contained in mitl lach stockpiles by physical count, which reqiranagement to employ reasonable estimation
methods and (i) recovery rates from leach stoelspilan vary significantly. The quantity of matedalivered to mill and leach stockpiles is basedaveyed volumes of mined material and daily
production records. Sampling and assaying of bidsttuttings determine the estimated copper gradéamed in the material delivered to the mill &eakch stockpiles.

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

Expected copper recovery rates for leach stockpilesletermined using small-scale laboratory tests]l- to large-scale column testing (which sirtedathe productioseale process), historical trei
and other factors,
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including mineralogy of the ore and rock type. tiltite recovery of copper contained in leach stoekpihn vary significantly from a low percentagenture than 90 percent depending on several
variables, including type of copper recovery, mategy and particle size of the rock. For newly plhenaterial on active stockpiles, as much as 7€epeof the copper ultimately recoverable may be
extracted during the first year, and the remaiiogper may be recovered over many years.

Processes and recovery rates are monitored regudad recovery rate estimates are adjusted pedhglias additional information becomes availaliid as related technology changes. During fourth-
quarter 2010 revised recovery rate estimates AbEd resulted in a reduction of 163 million pounadeach stockpiles. At December 31, 2010, estichaéeoverable copper was 2.6 billion pounds in
leach stockpiles (with a carrying value of $1.8idil) and 1.3 billion pounds in mill stockpiles @ia carrying value of $505 million).

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 significantenditures. Environmental expenditures for closeidlifees and closed portions of operating faciktiare expensed or capitalized depending upon their
future economic benefits. The general guidanceigeavby U.S. GAAP requires that liabilities for ¢mgencies be recorded when it is probable thethdlity has been incurred and the amount can be
reasonably estimated. Refer to Note 1 for discassfaur accounting policy for environmental expiémebs.

Accounting for environmental obligations representsitical accounting estimate because changeswivonmental laws and regulations and/or circuntsta affecting our operations could result in
significant changes to our estimates, which coalgeha significant impact on our results of operatidVe review changes in facts and circumstancesceded with our environmental obligations on a
quarterly basis. Judgments and estimates are bigsedavailable facts, existing technology, presestlacted laws and regulations, remediation expegiewhether or not we are a potentially
responsible party (PRP), the ability of other PRPgay their allocated portions and take into cdesition reasonably possible outcomes. Our cost&sts can change substantially as additional
information becomes available regarding the nadurextent of site contamination, required remediatnethods and actions by or against governmegéaiaes or private parties.

At December 31, 2010, environmental obligation®rded in our consolidated balance sheets totalprbajmately $1.4 billion, which reflect obligatiofisr environmental liabilities attributed to the
Comprehensive Environmental Response, Compensatiah, iability Act (CERCLA) or analogous state pragis and for estimated future costs associatedemiironmental matters at closed
facilities and closed portions of certain operafiagjlities.

Following is a summary of changes in our estimat@dronmental obligations for the years ended Déxr1 (in millions):

2010 2009 2008
Balance at beginning of ye $ 1,46 $ 1,401 $ 1,26¢
Liabilities assumed in the acquisition of PhelpsiBe - - 117
Accretion expens2 97 10z 95
Additions 19 40 36
Reductions - ) 1)
Spending (158) (76) (114)
Balance at end of year $ 142z $ 1,46/ $ 1,401

a. Represents accretion of the fair value of enviromaeobligations assumed in the acquisition of ph&odge, which were determined on a discounteld ftaw basis

Refer to Note 13 for further discussion of envir@mtal obligations.

Reclamation and Closure Co:. Reclamation is an ongoing activity that occurs tigfoout the life of a mine. We record the fair vatd®ur estimated asset retirement obligations (AR&sociated
with tangible long-lived assets in the period imedr Fair value is measured as the present valoasf flow estimates after considering inflatiod #men applying a market risk premium. Our cost

estimates are reflected on a third-party cost kasiscomply with our legal obligation to retire gélsie long-lived assets in the period incurred. Seheost estimates may differ from financial asstean
cost estimates for reclamation activities becatdisevariety of factors, including obtaining updatzabt estimates for reclamation activities, thartgrof reclamation activities, changes
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in scope and the exclusion of certain costs nosidened reclamation and closure costs. Refer te Ndor further discussion of our accounting poficyreclamation and closure costs.

Generally, ARO activities are specified by reguas or in permits issued by the relevant goveraimdpority, and management judgment is requirecstionate the extent and timing of expenditures
based on life-of-mine planning. Accounting for Brolation and closure costs represents a criticaleiting estimate because (i) we will not incur mafshese costs for a number of years, requiring us
to make estimates over a long period, (ii) reclammaand closure laws and regulations could changke future and/or circumstances affecting ouraigens could change, either of which could re

in significant changes to our current plans, @ajculating the fair value of our AROs requires age@ment to estimate projected cash flows, maketemy assumptions about inflation rates, deteri

our credit-adjusted, risk-free interest rates agtgtitnine market risk premiums that are appropf@teur operations and (iv) given the magnitudewaf estimated reclamation and closure costs,
changes in any or all of these estimates could hasignificant impact on our results of operations.

At least annually, we review our ARO estimatesdioanges in the projected timing of certain reclammatosts, changes in cost estimates and additAR@ls incurred during the period. Following i
summary of changes in our AROs for the years emmber 31 (in millions):

2010 2009 2008
Balance at beginning of ye $ 731 $ 712 $ 72€
Liabilities incurred 5 12 5
Revisions to cash flow estimat 10¢ta 17) 21
Accretion expens 54 52 51
Spending (398) (28) 91)
Foreign currency translation adjustm @ - 2
Balance at end of ye $ 85€ $ 731 8 71z

a. During 2010, the revisions to cash flow estimateseaprimarily related to the increased cost anélacated timing of closure activities at Chil
Refer to Note 13 for further discussion of reclaoratind closure costs.

Deferred Taxe. In preparing our annual consolidated financialestants, we estimate the actual amount of taxesrmilyrpayable or receivable as well as deferrecatmets and liabilities attributable
to temporary differences between the financiakstent carrying amounts of existing assets anditiasiand their respective tax bases. Deferredrnmetax assets and liabilities are measured using
enacted tax rates expected to apply to taxablerieda the years in which these temporary differsrare expected to be recovered or settled. Theteffedeferred tax assets and liabilities of a gean
in tax rates or laws is recognized in income inghgod in which such changes are enacted.

A valuation allowance is provided for those defdr@x assets for which it is more likely than rfwttthe related benefits will not be realized. étedmining the amount of the valuation allowance, w
consider estimated future taxable income as wdkasible tax planning strategies in each jurisolictlf we determine that we will not realize atl@portion of our deferred tax assets, we willéase
our valuation allowance. Conversely, if we deterrtinat we will ultimately be able to realize allaportion of the related benefits for which a waion allowance has been provided, all or a ponif
the related valuation allowance will be reduced.

At December 31, 2010, our valuation allowancededt&2.2 billion and covered all of our U.S. foreigx credit carryforwards, and a portion of ouefgn net operating loss carryforwards, U.S. state
net operating loss carryforwards, and U.S. minimtaxcredit carryforwards. At December 31, 2009, valuation allowances totaled $2.2 billion and gedeall of our U.S. foreign tax credit
carryforwards and U.S. state net operating losyfmawards, and a portion of our foreign net opagtoss carryforwards and U.S. minimum tax creditryforwards. These valuation allowances
include $59 million and $44 million, respectivetglating to tax benefits that, if recognized, wobklcredited directly to other comprehensive incofie $69 million increase in the valuation
allowance during 2010 was primarily the result wfircrease in foreign tax credit carryforwards tipdly offset by a decrease in minimum tax creditrgforwards.

Refer to Note 12 for further discussion.

Impairment of AssetWe evaluate our longived assets (to be held and used) for impairmdrgmnevents or changes in circumstances indicatéhtbaelated carrying amount of such assets mape
recoverable. In
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evaluating our long-lived assets for recoverahilitgtimates of after-tax undiscounted future céshisf of our individual mining operations are usetith impairment losses measured by reference to
fair value. As quoted market prices are unavailéeur individual mining operations, fair valuedetermined through the use of discounted estihfatare cash flows. The estimated cash flows
used to assess recoverability of our long-live@ssand measure fair value of our mining operatavesderived from current business plans, whictdaxeloped using near-term price forecasts
reflective of the current price environment and agament’s projections for long-term average meiakp. In addition to near and long-term metal@assumptions, other key estimates include
commodity-based and other input costs; proven aobgble reserves, including the timing and costeieelop and produce the reserves; and the usepodaate escalation and discount rates.

Because the cash flows used to assess recoveralbibr long-lived assets and measure fair vafuguo mining operations require us to make sevestimates and assumptions that are subject to risk
and uncertainty, changes in these estimates anchasisns could result in the impairment of our ldivgd assets values. Events that could resulniairment of our long-lived assets include, but are
not limited to, decreases in future metal pricesreases in estimated recoverable proven and deoteserves and any event that might otherwise havaterial adverse effect on mine site produt
levels or costs.

During fourth-quarter 2008, we concluded that tientcurrent economic environment and significawtides in copper and molybdenum prices represesiggdficant adverse changes in our business
and evaluated our long-lived assets for impairm@rdjected metal prices represented the most gignifassumption used in the cash flow estimatessess recoverability and measure fair value of
our individual mining operations. Our evaluatiosuked in the recognition of asset impairment chargtaling $10.9 billion ($6.6 billion to net loatributable to FCX common stockholders or $8.67
per share) for 2008. Refer to Note 17 for furthiscdssion of the 2008 asset impairment charges.

Additionally, goodwill was recorded in connectioiittnthe March 2007 acquisition of Phelps Dodge wad assigned to the reporting units, or individuales, that were expected to benefit from the
business combination. Goodwill is required to baleated for impairment at least annually and at@ther time if an event or change in circumstanieéigates that the fair value of a reporting usit i
below its carrying amount. Our annual goodwill inmpeent test was performed in fourth-quarter 200Bicl resulted in the full impairment of goodwilldithe recognition of charges totaling $6.0
billion ($6.0 billion to net loss attributable t&€&X common stockholders or $7.84 per share). Refdlute 5 for further discussion.
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CONSOLIDATED RESULTS

Years Ended December &

2010 2009 2008
Financial Data (in millions, except per share amour
Revenue?b $ 18,98: $ 15,04( $ 17,79¢
Operating income (los® 9,06¢ 6,502 (12,710 ¢
Net income (loss 5,54« 3,53¢ (20,45()
Net income attributable to noncontrolling intere 1,20¢ 78E 617
Net income (loss) attributable to FCX common stadétarsd 4,273 2,527 (11,34:) ce
Diluted net income (loss) per share attributablE@X commor
stockholderd.9 $ 4.5% $ 2.9 $ (14.8¢) ce
Diluted weighte-average common shares outstanc9 94¢ 93¢ 762
Mining Operating Data
Copper (recoverable
Production (millions of pound: 3,90¢ 4,102 4,03(
Sales, excluding purchases (millions of pour 3,89¢ 4,111 4,06¢€
Average realized price per pou $ 3.5¢ $ 2.6C $ 2.6¢
Site production and delivery costs per poh $ 1.4C $ 1.12 $ 1.51
Unit net cash costs per pouh $ 0.7¢ $ 0.5 $ 1.1€
Gold (recoverable
Production (thousands of ounci 1,88¢ 2,66¢ 1,291
Sales, excluding purchases (thousands of oul 1,86 2,63¢ 1,31¢
Average realized price per our $ 1,271 $ 992 $ 861
Molybdenum (recoverable
Production (millions of pound: 72 54 73
Sales, excluding purchases (millions of pour 67 58 71
Average realized price per pou $ 16.47 $ 12.3¢ $ 30.5¢

a. Includes the impact of adjustments to prowially priced concentrate and cathode sales rezedrin prior periods. Refer to “Revenues” and “Iisares About Market Risks — Commodity Price
Risk” for further discussior

b. Following is a summary of revenues and operaticgrime (loss) by operating division (in million

Years Ended December &

Revenues 2010 2009 2008
North America copper mine $ 4,13¢  $ 323t % 5,26¢
South America mining 4,991 3,83¢ 4,16¢
Indonesia mining 6,371 5,90¢ 3,41z
Africa mining 1,10¢ 38¢ -
Molybdenum 1,20¢ 847 2,48¢
Rod & Refining 4,47( 3,35¢ 5,557
Atlantic Copper Smelting & Refinin 2,491 1,89z 2,341
Corporate, other & eliminations (5,799 (4,42€) (5,439
Total FCX revenues $ 18,98: $ 15,04C $ 17,79¢

Years Ended December &

Operating income (loss) 2010 2009 2008
North America copper mine $ 1,848  $ 1,02 $ (11,527
South America mining 3,06: 2,001 (694)
Indonesia mining 4,09¢ 4,03¢ 1,307
Africa mining 49C 8 (26)
Molybdenum 357 12€ (1,479
Rod & Refining 19 14 2
Atlantic Copper Smelting & Refinin (37) (56) 10
Corporate, other & eliminatior (771) (644) (314)
Total FCX operating income (loss) $ 9,06¢ $ 6,50 $ (12,710

Refer to Note 18 for further discussion of our @pieig divisions and business segments.
c. Includes long-lived asset impairments anéotfarges totaling $11.0 billion ($6.7 billionrtet loss attributable to FCX common stockholder$&v6 per share), goodwill impairment charges

totaling $6.0 billion ($6.0 billion to net loss @tutable to FCX common stockholders or $7.84 pare), and charges for LCM inventory adjustmertislitog $782 million ($479 million to net lo
attributable to FCX common stockholders or $0.68gtere). Refer to Notes 5 and 17 for further dis@mn.
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d. After noncontrolling interests and preferred divids.

e. Includes net losses on early extinguishmedtcanversions of debt totaling $71 million ($0f@t share) in 2010 associated with the redempfi@uio$1.0 billion Senior Floating Rate Notes and
open-market purchases of Senior Notes, $43 mi(04 per share) in 2009 associated with the retlemand open-market purchases of Senior Notess&nmillion ($0.01 per share) in 2008
associated with an op-market purchase of Senior Notes. Refer to Note @ufther discussior

f. Amounts have been adjusted to reflect the FebrlaP@11, tw-for-one stock split

g. As applicable, reflects assumed conversiamuo’2% Convertible Perpetual Preferred Stock ¢tvisonverted into 35.8 million shares of FCX comrstotk in September 2009) and 6%2%
Mandatory Convertible Preferred Stock (which coteeiinto 78.9 million shares of FCX common stockiriy 2010). In addition, the 2009 period includles effects of the 53.6 million shares of
common stock we sold in February 2009. Common shautstanding on December 31, 2010, totaled 94ltomilRefer to Note 11 for further discussic

h. Reflects per pound weighted average productial delivery costs and unit net cash costs (rigg-product credits) for all copper mines, exchglnet noncash and other costs. The 2009 period
excludes the results of Africa mining as start-afivities were still under way. For reconciliatioosthe per pound costs by operating division tdpiction and delivery costs applicable to sales
reported in our consolidated financial statemenatfigr to“ Operations— Unit Net Cash Cos” and to“ Product Revenues and Production C”

Revenues

Consolidated revenues totaled $19.0 billion in 2@bnpared with $15.0 billion in 2009 and $17.8idnil in 2008, and include the sale of copper cotreges, copper cathodes, copper rod, gold,
molybdenum and other metals by our North and Séatlerica mines, the sale of copper concentratescfwhiso contain significant quantities of gold ailder) by our Indonesia mining operations,
the sale of copper cathodes and cobalt hydroxideuiyAfrica mining operations, the sale of molybdenin various forms by our Molybdenum operationg] the sale of copper cathodes, copper
anodes, and gold in anodes and slimes by Atlardjgp€r. Our mining revenues for 2010 include safe®pper (78 percent), gold (12 percent) and madytain (6 percent).

Following is a summary of year-to-year changesunaonsolidated revenues (in millions):

2010 2009
Consolidated revenu« prior year $ 15,04( $ 17,79¢
Higher (lower) price realizations from mining opioas:
Copper 3,77¢ (28¢)
Gold 517 34¢
Molybdenum 27% (1,05€)
Higher (lower) sales volumes from mining operatic
Copper (56%) 121
Gold (771) 1,141
Molybdenum 10E (395)
Cobalt 19t 24
Lower net adjustments primarily for prior year psdonally priced sale (15¢5) (13¢9)
Higher (lower) purchased copper and molybdel 18¢ (1,419
Higher (lower) Atlantic Copper revenu 59¢ (449)
Other, including intercompany eliminatio (225) (650
Consolidated revenu« current yea $ 18,98: $ 15,04(
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Price Realization:

2010 Compared with 200@ur consolidated revenues can vary significantlg assult of fluctuations in the market prices gger and, to a lesser extent, gold and molybde@ansolidated
revenues in 2010 reflected higher price realizati®tealized copper prices averaged $3.59 per pou2@il0, compared with $2.60 per pound in 2009jzed gold prices averaged $1,271 per ounc
2010, compared with $993 per ounce in 2009; aniézegamolybdenum prices averaged $16.47 per pour2®10, compared with $12.36 per pound in 2009.

2009 Compared with 20080nsolidated revenues in 2009 were impacted byr@aeper and molybdenum prices compared to 2008lizRel copper prices averaged $2.60 per pound@8,20
compared with $2.69 per pound in 2008 and realimetybdenum prices averaged $12.36 per pound in,2@0fpared with $30.55 per pound in 2008. Partigedfing lower copper and molybdenum
realizations were higher realized gold prices, Wiageraged $993 per ounce in 2009, compared wih $8r ounce in 2008.

Sales Volumes

2010 Compared with 200€onsolidated sales volumes totaled 3.9 billion pisuof copper, 1.9 million ounces of gold and 67iomil pounds of molybdenum in 2010, compared withiillion pounds
of copper, 2.6 million ounces of gold and 58 millipounds of molybdenum in 2009. Lower consolidaispper sales volumes in 2010 primarily resultedhffower ore grades at Grasberg and lower
volumes at our North America copper mines, parifget by additional volumes provided by our Tenkiaenin Africa. Lower consolidated gold sales volunire 2010 primarily reflected lower ore
grades at Grasberg from planned mine sequencigelconsolidated molybdenum sales volumes in 26fi€cted improved demand in the chemicals seBtefer to “Operations” for further
discussion of sales volumes at our operating diKsi

2009 Compared with 2008 0nsolidated sales volumes totaled 4.1 billion pisunf copper, 2.6 million ounces of gold and 58ionl pounds of molybdenum in 2009, compared withEillion pounds
of copper, 1.3 million ounces of gold and 71 millipounds of molybdenum in 2008. Copper sales vodum&009, compared with 2008, reflected mining imgher grade section of the Grasberg ¢
pit and the contribution of 2009 sales volumes fthm Tenke mine, offset by lower sales volumes @salt of production curtailments at the North Aio& copper mines and lower ore grades at
Candelaria. Mining in a higher grade section of@rasberg open pit also resulted in substantiadlfzdr gold sales volumes in 2009. Lower molybdemsafies volumes in 2009 reflected reduced
demand in the metallurgical and chemicals sectors.

Provisionally Priced Sale

Under the long-established structure of sales ageaés prevalent in the industry, substantiallyoatur concentrate and cathode sales are provisiquéced at the time of shipment. The provisional
prices are finalized in a contractually specifiatlife period (generally one to four months fromghgment date) based primarily on quoted LME miyrelverage spot prices (refer to “Disclosures
About Market Risks — Commodity Price Risidr further discussion). Adjustments to the Decen8ie 2009, provisionally priced copper sales resuin a net decrease to consolidated revenue®4
million ($10 million to net income attributable FECX common stockholders or $0.01 per share) in 2B8@fustments to the December 31, 2008, provisigraiced copper sales resulted in a net
increase to consolidated revenues of $132 millg&1 (million to net income attributable to FCX conmiockholders or $0.07 per share) in 2009. Adjestto the December 31, 2007, provisionally
priced copper sales resulted in an increase of $#B®n ($114 million to net loss attributable fF&€X common stockholders or $0.15 per share) in 2008

Purchased Copper and Molybden!
We primarily purchase copper cathode to be prodesg®ur Rod & Refining segment when productionrfrour North America copper mines does not meeboust demand. We also purchase
molybdenum concentrates when customer demand esqjtiiiThe decrease in purchased copper and maiybdéor 2009, compared to 2008, resulted from losgenand.

Atlantic Copper Revenu

The increase in Atlantic Copper’s revenues in 2@bdypared with 2009, primarily reflected higher peprevenues associated with higher prices. Adatipper’s revenues decreased in 2009,
compared with 2008, primarily reflecting lower ceppprices.
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Production and Delivery Costs

2010 Compared with 2009

Consolidated production and delivery costs tot&@d billion in 2010, compared with $7.0 billion2909. Higher production and delivery costs for@@timarily reflect higher input costs at our
mining operations and higher costs of concentratelfases at Atlantic Copper associated with higbpper prices.

Consolidated unit site production and delivery sdet our copper mining operations averaged $1et(pund of copper in 2010, compared with $1.12ppemnd of copper in 2009. Higher site
production and delivery costs in 2010 primarilfieefed the impact of lower copper sales volumesiacréased input costs, including materials, laad energy, higher North America mining rates
and lower volumes at Grasberg. Refer to “Operatiotnit Net Cash Costs” for further discussiomoit net cash costs associated with our operaiiigions, and to “Product Revenues and
Production Costs” for reconciliations of per powusts by operating division to production and de&lvcosts applicable to sales reported in our dafeted financial statements.

Our copper mining operations require significargrgy, principally electricity, diesel, coal and mal gas. Energy costs approximated 20 percentiro€ansolidated copper production costs in 2010
and 2009, and included purchases of approximatiynillion gallons of diesel fuel; 6,100 gigawattuns of electricity at our North America, South Aica and Africa copper mining operations (we
generate all of our power at our Indonesia minipgration); 800 thousand metric tons of coal for@aal power plant in Indonesia; and 1 million MMBThdillion British thermal units) of natural gas
at certain of our North America mines. For 2011,esémate energy costs will approximate 20 peroépur consolidated copper production costs.

2009 Compared with 2008
Consolidated production and delivery costs tot&ed billion in 2009, compared with $10.4 billian2008. Lower production and delivery costs for@@@imarily reflect the effects of lower
operating rates at our North America copper milger commodity-based input costs and lower puresas copper.

Depreciation, Depletion and Amortization

2010 Compared with 2009

Consolidated depreciation, depletion and amortinagixpense totaled $1.0 billion in 2010 and 200§her depreciation, depletion and amortization espein 2010 for a full year of operations at our
Tenke mine was offset by lower expense under tliteofiproduction method at our South America anésbierg mines.

2009 Compared with 2008
Consolidated depreciation, depletion and amortizegixpense totaled $1.0 billion in 2009, comparét $1.8 billion in 2008. The decrease in depréoigtdepletion and amortization expense
reflected the impact of long-lived asset impairmseetcognized at December 31, 2008, on our depieaigh book values.

Lower of Cost or Market (LCM) Inventory Adjustments
Inventories are required to be recorded at the l@ieost or market. In 2009, we recognized chagfe&l9 million ($15 million to net income attritaile to FCX common stockholders or $0.02 per
share) for LCM molybdenum inventory adjustments. Mforded no further LCM inventory adjustments sgjoent to first-quarter 2009.

In 2008, we recorded LCM inventory adjustmentsliiga$782 million ($479 million to net loss attritable to FCX common stockholders or $0.63 per 9h&meentories acquired in connection with
the acquisition of Phelps Dodge (including long¥temill and leach stockpiles) were recorded at¥alue using near-term price forecasts reflectirgttfen-current price environment and
management’s projections for long-term average hpeizes.

Selling, General and Administrative Expenses

2010 Compared with 2009

Consolidated selling, general and administratiyeeeses totaled $381 million in 2010, compared $&R1 million in 2009. Approximately half of the i@se in selling, general and administrative
expenses reflected higher stock-based compensatibother incentive compensation costs relatethéméial performance.
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2009 Compared with 2008
Consolidated selling, general and administratiygeeses totaled $321 million in 2009, compared %269 million in 2008. Higher selling, general ambhanistrative expenses primarily reflected a
increase in incentive compensation costs relatéidaocial performance, partly offset by reducti@ssociated with administrative costs savingsaitines.

Exploration and Research Expenses

Consolidated exploration and research expensdsdd$a43 million in 2010, $90 million in 2009 and3R million in 2008. Throughout most of 2008, exgieures primarily reflected increased
exploration efforts in North America and also i, including targets outside the area of initialelopment at Tenke. However, in response to wesket conditions at the end of 2008, we rev
operating plans to significantly reduce exploratbosts in 2009. During 2009 and 2010, we focusedratyzing exploration data gained through the doiténg previously undertaken in addition to
conducting new activities.

Exploration activities are being conducted neareisting mines with a focus on opportunities tpaxd reserves that will support additional futuredpiction capacity in the large minerals districts
where we currently operate. Favorable exploratasuits indicate opportunities for significant fugyrotential reserve additions in North and SoutheAca and in the Tenke minerals district. The
drilling data in North America continue to indicate potential for expanded sulfide production.

For 2011, exploration and research expenditurebeirg increased to an estimated $250 million uidiclg approximately $200 million for explorationxoration activities will continue to focus
primarily on the potential for future reserve addit in our existing minerals districts.

Long-Lived Asset Impairments and Other Charges
During 2009, net restructuring and other chargesed $77 million ($61 million to net income attitable to FCX common stockholders or $0.07 peregharhich included a charge of $54 million
($43 million to net income attributable to FCX commrstockholders or $0.05 per share) associatedthétipartial settlement of the City of Blackwelvsuit.

During 2008, we recognized charges totaling $1ilidm ($6.7 billion to net loss attributable to R&ommon stockholders or $8.76 per share) for Ilved asset impairments and other charges.
During fourth-quarter 2008, we concluded that thelides in copper and molybdenum prices and therideation of the economic environment represestgdificant adverse changes in the business
and evaluated our long-lived assets for impairnasntf December 31, 2008, which resulted in thegeition of asset impairment charges totaling $10ll#bn ($6.6 billion to net loss attributable to
FCX common stockholders or $8.67 per share). Iitiatd we recorded net restructuring and other géartotaling $111 million ($67 million to net lostributable to FCX common stockholders or
$0.09 per share) associated with our revised dpgrptans, including contract termination costhentproject cancellation costs, employee severandebenefits and special retirement benefits and
curtailments.

Refer to Note 17 for further discussion of thesarghs.

Goodwill Impairment

Our annual impairment test of goodwill at Decenkier2008, resulted in the full impairment of goolthand the recognition of charges totaling $6.0idnil ($6.0 billion to net loss attributable to FCX
common stockholders or $7.84 per share). Refemote N for further discussion.

Interest Expense, Net

Consolidated interest expense (before capitalizptimaled $528 million in 2010, $664 million in@and $706 million in 2008. Lower interest expepsmarily reflected the impact of debt
repayments during 2009 and 2010 (refer to “Captdources and Liquidity — Financing Activities” fliscussion of debt repayments). Lower intereseasp in 2009, compared with 2008, also
reflected lower interest rates on our variable-cabt.

Capitalized interest is primarily related to ouvelepment projects and totaled $66 million in 208D8 million in 2009 and $122 million in 2008.
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Losses on Early Extinguishment of Debt
During 2010, we recorded losses on early extingnesit of debt totaling $81 million ($71 million t@nhincome attributable to FCX common stockholder$®07 per share) associated with the
redemption of our Senior Floating Rate Notes arehemarket purchases of our 8.25%, 8.375% and 9 S&&or Notes.

During 2009, we recorded losses on early extingnesit of debt totaling $48 million ($43 million t@enincome attributable to FCX common stockholder$@04 per share), associated with the
redemption of our 8% Senior Notes and for open-market purchases 08 @5%, 8.375% and 8%% Senior Notes.

During 2008, we recorded net losses on early eutsgnent of debt totaling $6 million ($5 million ket loss attributable to FCX common stockholder$@01 per share) associated with an open-
market purchase of our 9%% Senior Notes.

Refer to Note 9 for further discussion of thesedeations.

(Provision for) Benefit from Income Taxes

Our income tax provision for 2010 resulted frometson international operations ($2.7 billion) an& Wperations ($244 million). As presented inttii#e below, our consolidated effective income
tax rate was 35 percent for 2010.

Our income tax provision for 2009 resulted fromeson international operations ($2.3 billion) an® Wbperations ($35 million). During 2009, our coligated effective income tax rate was highly
sensitive to changes in commaodity prices and theahincome between U.S. and international openatid@he difference between our consolidated effedéticome tax rate of 40 percent in 2009 and
the U.S. federal statutory rate of 35 percent priinavas attributable to the high proportion of ame earned in Indonesia, which was taxed at acteféetax rate of 42 percent.

A summary of the approximate amounts in the catmneof our consolidated provision for income tatas2010 and 2009 follows (in millions, except pemtages):

Year Endec Year Endec
December 31, 201 December 31, 200
Income Tax Income Tax

Income Effective (Provision) Income Effective (Provision)

(Loss)? Tax Rate Benefit (Loss)?2 Tax Rate Benefit
u.s. $ 1,301 19% $ (249) $ 98 36% $ 35°b
South Americé 2,99t 33% (999) 2,01( 32% (650)
Indonesie 3,87¢ 42% (1,635) 4,00( 42% (1,697
Africa 39t 30% (11¢) (60) 25% 15
Eliminations and other (58) N/A 13 (232) N/A 60
Consolidated FCX $ 8,51- 35% $ (2,989 $ 5,81¢ 40% $ (2,307

a. Represents income (loss) by geographic locatioarbeficome taxes and equity in affiliated compée’ net earnings
b. Includes a favorable adjustment totaling $43 milliesulting from completion of a review of U.S. eleéd income tax accoun

Our estimated consolidated effective tax rate fik2will vary with commodity price changes and thi of income from international and U.S. operasioAssuming average prices of $4.25 per
pound for copper, $1,350 per ounce for gold, $I5ppend for molybdenum and current sales estimategstimate our annual consolidated effectiverase will approximate 34 percent.

Our benefit from income taxes in 2008 resulted ftdi8. operations ($3.4 billion), partly offset faxes on international operations ($604 million)e Hifference between our consolidated effective

income tax rate of 21 percent in 2008 and the fé®&eral statutory rate of 35 percent primarily \aétsibutable to goodwill impairment charges, whigére non-deductible for tax purposes, and the
recognition of a valuation allowance against UeSlefral alternative minimum tax credits, partly effey benefits for percentage depletion and U&ie shcome taxes.
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A summary of the approximate amounts in the catmneof our consolidated benefit from income taf@s2008 follows (in millions, except percentages):

Year Endec
December 31, 200
Income Tax

Income Effective (Provision)

(Loss)? Tax Rate Benefit
uU.s. $ 1,25¢ 15% $ (191)
South Americe 1,752 32% (553)
Indonesie 1,43: 43% (612)
Africa (187 35% 66
Asset impairment chargr (10,867 39% 4,212
Goodwill impairment charge (5,987) N/A -
LCM inventory adjustment (782) 38% 29¢
Eliminations and othe 72 N/A (18)
Adjustments N/A N/A (359) b
Consolidated FCX $ (13,309 21% $ 2,844

a. Represents income (loss) by geographic locatioarbéhcome taxes and equity in affiliated compe' net earnings
b. Represents an adjustment to establish a valuatmmamce against U.S. federal alternative minimamdredits
Refer to Note 12 for further discussion of incoraeets.

OPERATIONS
North America Copper Mines

We currently operate seven copper mines in Nortleea —-Morenci, Sierrita, Bagdad, Safford and Miami in Zoma, and Tyrone and Chino in New Mexico. All ofsk mining operations are whc
owned, except for Morenci, an unincorporated jogrture, in which we own an 85 percent undividddrigst.

The North America copper mines include open-pitingnsulfide ore concentrating, leaching and solugxtraction/electrowinning (SX/EW) operations. liMmenum is also produced by Sierrita and
Bagdad. A majority of the copper produced at our North Aioarcopper mines is cast into copper rod by our &&Efining operations. Rod and wire sales to al@svire and cable manufacturers
represented approximately 81 percent of our NortieAca copper sales in 2010. The remainder of @utiNAmerica copper sales is primarily in the fasfrcopper cathode or copper concentrate.
Refer to Note 18 for further discussion of our mtgble segment (Morenci) in the North America cappées division.

Operating and Development Activitied/e have restarted the Morenci mill and have commercstaged ramp up of Morenci’s mining rates. \Akeehalso resumed certain project development
activities, including initiating restarts of minirag the Miami and Chino mines.

Morenci Mill Restart and Mine Rar-up.In March 2010, we restarted the Morenci mill togess available sulfide material currently beingedinMill throughput averaged 42,200 metric tonsref

per day in fourth-quarter 2010 and 26,000 metnis tof ore per day during the year 2010 and is d@rpeo increase to approximately 50,000 metric fmrsday in 2011. We have also commenced a
staged ramp up at the Morenci mine from the 2069 ¢6450,000 metric tons per day to 635,000 meéans per day. The mining rate averaged 566,00@iartens per day in fourth-quarter 2010 and
over 480,000 metric tons per day during the yed02These activities are expected to enable camoeluction to increase by approximately 125 millpunds per year in 2011. Further increases to
Morenci’s mining rate are being evaluated. We #se avaluating the potential for a new mill at Mocg which would involve significant investment.

Miami RestartWe initiated limited mining activities at the Miammine to improve efficiencies of ongoing reclamatfrojects associated with historical mining operet at the site. During an

approximate fiveyear mine life, we expect to ramp up productioMami to approximately 100 million pounds of copper year by 2012. We are investing approximatdly illion for this project
which is benefiting from the use of existing minieguipment.
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Chino Restart We have initiated a restart of mining and millextivities at the Chino mine, which were susperidddte 2008. The ramp up of mining and millingiates will significantly increase
copper production at Chino, which is currently proitig small amounts of copper from existing ledcitlgpiles. Planned mining and milling rates areezted to be achieved by the end of 2013.
Incremental annual copper production is expectezetd00 million pounds in 2012 and 2013 and 200anipbounds in 2014. Costs for the project are etgubto approximate $150 million, associated
with equipment and mill refurbishment.

Safford Sulphur BurneiVe are completing construction of a sulphur buatehe Safford mine, which will provide a more eeffective source of sulphuric acid used in SX/Epémtions and lower
transportation costs. This project is expectedetedmpleted in second-quarter 2011 at a capitalimvent of approximately $150 million. Project sast $98 million have been incurred as of
December 31, 2010, of which $69 million was incdrdeiring the year 2010.

Twin Buttesln December 2009, we purchased the Twin Buttes &opyne, which ceased operations in 1994, andjé&cadt to our Sierrita mine. The purchase provigigsificant synergies in the
Sierrita minerals district, including the potenfiat expanded mining activities and access to riwtérat can be used for Sierrita tailings and lgpile reclamation purposes. Studies have commeto
incorporate the Twin Buttes resources in our deualent plans.

Other MattersRefer to Note 13 for information on contingencietha North America copper mines.

Operating DataFollowing is summary operating data for the Nortingkica copper mines for the years ended December 31

2010 2009 2008
Operating Data, Net of Joint Venture Interest
Copper (millions of recoverable pound
Productior 1,067 1,147 1,43(
Sales, excluding purchas 1,08t 1,187 1,43¢
Average realized price per pou $ 34z $ 23t $ 3.07
Molybdenum (millions of recoverable pound
Productior2 25 25 30
100% Operating Data
SX/EW operation:
Leach ore placed in stockpiles (metric tons pe): 648,80( 589,40( 1,095,201
Average copper ore grade (perce 0.2¢ 0.2¢ 0.2Z
Copper production (millions of recoverable pour 74¢€ 85¢ 943
Mill operations
Ore milled (metric tons per da 189,20( 169,90( 249,60(
Average ore grade (percer
Copper 0.32 0.3z 0.4C
Molybdenum 0.0z 0.0z 0.0z
Copper recovery rate (perce 83.C 86.C 82.¢
Production (millions of recoverable pounc
Copper 39¢ 364 59¢
Molybdenum 25 25 30

a. Reflects molybdenum production from certain of blarth America copper mines. Sales of molybdenunreftected in the Molybdenum divisio

2010 Compared with 2009

Copper sales volumes from our North America coppiees decreased to 1.1 billion pounds in 2010, @eghwith 1.2 billion pounds in 2009, primarily lese of anticipated lower ore grades at
Safford and Sierrita, lower mill throughput becao$enscheduled crusher maintenance at Bagdad dnehaintenance at Sierrita. Copper sales volumesifour North America copper mines are
expected to approximate 1.2 billion pounds in 200He impact of increased mining and milling ratetha Morenci mine and the restarts of the Miand &hino mines are expected to further increase
production in future periods. Molybdenum productfoom our North America copper mines is expectedgproximate 35 million pounds in 2011.

83




Table of Content

2009 Compared with 2008
Copper sales volumes from our North America coppiees decreased to 1.2 billion pounds in 2009, @etpwith 1.4 billion pounds in 2008, which reflecertain of our North America copper
mines operating at reduced rates in response teedlemand for copper in the western world.

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 mspective operations. We use this measure fasahee purpose and for monitoring operating perfacaady our mining operations. This information
differs from measures of performance determineattordance with U.S. GAAP and should not be comsdi isolation or as a substitute for measurgsedformance determined in accordance with
U.S. GAAP. This measure is presented by other ginompanies, although our measure may not be cableato similarly titted measures reported by otwmpanies.

Gross Profit per Pound of Copper and Molybdenum

The following tables summarize unit net cash castsgross profit per pound at the North Americgpeopnines for the years ended December 31. Ref@rtmluct Revenues and Production Costs”
for an explanation of the “by-product” and “co-puatl’ methods and a reconciliation of unit net cessts per pound to production and delivery cospdiegble to sales reported in our consolidated
financial statements.

2010 2009
By- Cao-Product Methot By- Cao-Product Methot
Product Molyb- Product Molyb-
Method Copper denum? Method Copper denum?
Revenues, excluding adjustme $ 34z $ 34z $ 15.6( $ 2.3t $ 2.3t $ 10.9¢
Site production and delivery, before net nonc
and other costs shown belt 1.5C 1.3 7.98 1.28 1.1t 5.67
By-product credit@ (0.35) - - (0.29) - -
Treatment charge 0.0¢ 0.0¢ - 0.0¢ 0.0¢ -
Unit net cash cos! 1.24 1.44 7.98 1.11 1.24 5.67
Depreciation, depletion and amortizati 0.24 0.2z 0.54 0.2z 0.21 0.4C
Noncash and other costs, | 0.12 0.12 0.01 0.11 0.11 0.07
Total unit cost: 1.6C 1.7¢ 8.5C 1.44 1.5¢€ 6.14
Revenue adjustments, primarily for hedg - - - 0.0¢ 0.0¢ -
Idle facility and other nc-inventoriable cost 0.09 0.09 (0.09 (0.0¢) (0.0¢) -
Gross profit per poun $ 174 § 1.5€ $ 7.0¢ $ 0.9 $ 0.8z $ 4.82
Copper sales (millions of recoverable pour 1,08z 1,08z 1,18¢ 1,18¢
Molybdenum sales (millions of recoverable pour? 25 25

a. Molybdenum b-product credits and revenues reflect volumes predat markebased pricing and also include tolling revenueSietrita.
b. Reflects molybdenum produced by the North Amerimaper mines

Unit net cash costs (net of by-product credits)diar North America copper mines increased to $p&4pound of copper in 2010, compared with $1.IIppend in 2009, primarily reflecting higher
site production and delivery costs ($0.25 per pyassociated with higher input costs and increasiathg and milling activities at certain mines. faoffsetting these higher costs were higher
molybdenum credits ($0.12 per pound) primarily tésg from higher molybdenum prices.

Some of our U.S. copper rod customers requesed fixarket price instead of the COMEX average prithe month of shipment. We hedge this price expo a manner that allows us to receive
market prices in the month of shipment while thstemer pays the fixed price they requested. Becthese contracts previously did not meet the daitier qualify for hedge accounting, revenue
adjustments in 2009 reflected unrealized gainere copper derivative contracts (refer to Notéot further discussion).

Our operating North America copper mines have vayyiost structures because of differences in aéegrand characteristics, processing costs, byspt®dnd other factors. During 2010, unit net

cash costs for the North America copper mines rdrfigen a net cost of $0.64 per pound to $2.25 peng at the individual mines and averaged $1.24pend. Based on current operating plans and
assuming achievement of current sales volume
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and cost estimates and an average price of $1operd of molybdenum for 2011, we estimate thatayeunit net cash costs (net of by-product cretbrspur North America copper mines would
approximate $1.39 per pound of copper in 2011. beitcash costs for 2011 are expected to be higberpared with 2010, primarily because of higheming rates and input costs. Each $2 per pound
change in the average price of molybdenum durieg/éar would have an approximate $0.05 per poupddton the North America copper mines’ 2011 uetteash costs.

2009 2008
By- Cao-Product Methot By- Cao-Product Methot
Product Molyb- Product Molyb-
Method Copper denum? Method Copper denum?
Revenues, excluding adjustme $ 2.3t $ 2.3t $ 10.9¢ $ 3.07 $ 3.07 $ 30.2¢
Site production and delivery, before net nonc
and other costs shown belt 1.2t 1.1 5.67 1.8¢ 1.62 12.67
By-product credit@ (0.29) - - (0.64) - -
Treatment Charge 0.0¢ 0.0¢ — 0.0¢ 0.0¢ -
Unit net cash cos! 1.11 1.24 5.67 i85 1.72 12.67
Depreciation, depletion and amortizati 0.2z 0.21 0.4C 0.52 0.4€ 2.81
Noncash and other costs, | 0.11 0.11 0.07 0.52 0.4¢ 1.34
Total unit cost: 1.44 1.5€ 6.14 2.3¢ 2.67 16.8:2
Revenue adjustments, primarily for hedg 0.0¢ 0.0€ - (0.05) (0.05) -
Idle facility and other nc-inventoriable cost (0.09¢) (0.0¢) - (0.09) 0.06 0.09
Gross profit per poun $ 094 $ 08z $ 4.82 $ 0.5¢ $ 0.2¢ $ 13.3¢
Copper sales (millions of recoverable pour 1,18t 1,18t 1,43( 1,43(
Molybdenum sales (millions of recoverable pour? 25 30

a. Molybdenum b-product credits and revenues reflect volumes predat marke-based pricing and also include tolling revenueSiatrita.
b. Reflects molybdenum produced by the North Amerimaper mines

Unit net cash costs (net of by-product credits)diar North America copper mines decreased to $ietpound of copper in 2009, compared with $1.33pend in 2008, primarily reflecting a net
decrease in site production and delivery cost6@per pound) associated with cost reduction aficiericy efforts, including the impact of lower apéing rates and reduced input costs (principally
for energy), partly offset by changes in inventamjch reflects the impact of historical higher tpsduction on inventory carrying values. The @ase in site production and delivery costs was
partly offset by lower molybdenum credits ($0.4t peund) primarily resulting from lower molybdenuyrices and sales volumes.

The decrease in depreciation, depletion and anadidiz in 2009, compared with 2008, primarily refegtthe impact of the long-lived asset impairmérarges recognized in fourth-quarter 2008 (refer
to Note 17 for further discussion).

Noncash and other costs for 2008 include charg&8@&t million ($0.46 per pound) for LCM inventorgijastments; there were no LCM copper inventory stiijients recorded at the North Amer
copper mines in 2009.

Revenue adjustments in 2009 and 2008 primarilgcefinrealized gains (losses) on copper derivativgracts with U.S. copper rod customers (reféddte 15 for further discussion).

South America Mining

We operate four copper mines in South America +dC¢erde in Peru, and Candelaria, Ojos del SaladioEd Abra in Chile. We own a 53.56 percent inteneCerro Verde, an 80 percent interest in
both Candelaria and Ojos del Salado and a 51 pergenest in El Abra. All operations in South Anwarare consolidated in our financial statements.

South America mining includes open-pit and undargtbmining, sulfide ore concentrating, leaching 8XEW operations. In addition to copper, the C&fevde mine also produces molybdenum

concentrates, and the Candelaria and Ojos del Satates also produce gold and silver. Productiomfour South America mines is sold as copper cdnatenor copper cathode under long-term
contracts. Beginning in 2008, our South Americaagnibegan selling a portion of their copper cone¢atand cathode inventories to Atlantic Coppeiaféiiated
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smelter. Refer to Note 18 for further discussiomaf reportable segment (Cerro Verde) in the Séutierica mining division.

Operating and Development Activitidd/e have advanced certain project development &esyincluding the El Abra sulfide project and ttwmpletion of the Cerro Verde mill optimizatiorofgct.

El Abra SulfideWe are completing construction activities assodiatéh the development of a large sulfide deposklaAbra to extend its mine life by over 10 yea@®nstruction activities for the
initial phase of the project are approximately 8dcgnt complete. Production from the sulfide oreic is projected to ramp up to approximately 30llien pounds of copper per year, is expected to
replace the currently depleting oxide copper prtidac The aggregate capital investment for thiggmbis expected to total $725 million through 20a@6which approximately $565 million is for the
initial phase of the project that is expected tabmpleted in second-quarter 2011. Aggregate projests of $361 million have been incurred as afédeber 31, 2010, of which $286 million was
incurred during 2010.

We are also engaged in studies for a potentiagtamgle milling operation at El Abra to processitimithal sulfide material and to achieve higher nesries.

Cerro Verde ExpansioiWe have completed a project to increase throughipilite Cerro Verde concentrator. This project iaseel mill throughput from 108,000 metric tons @& per day to 120,000
metric tons of ore per day resulting in incremeatatual production of approximately 30 million pdsrof copper. The aggregate capital investmerthferproject totaled approximately $50 million.

In addition, we are completing our evaluation ¢drge-scale concentrator expansion at Cerro V&imificant reserve additions in recent years haeeided opportunities to significantly expand the
existing facility’s capacity. A range of expansioptions is being reviewed and the related feagjtsliudy is expected to be completed in secondtquaf11.

Candelaria Water PlantAs part of our overall strategy to supply watettte Candelaria mine, we have recently completedtcoction of a pipeline to bring water from a neawater treatment
facility. In addition, we have started engineerfoga desalination plant that will supply all of @elaria’s longer term water needs. The plant feeted to be completed by the end of 2012 and the
aggregate capital investment for this project jseeted to total approximately $280 million.

Other MattersRefer to Note 13 for information on contingenciesar South America mining operations.
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Operating DataFollowing is summary operating data for the Southetica mining operations for the years ended Deeer3b.

2010 2009 2008
Copper (millions of recoverable pound
Productior 1,35¢ 1,39( 1,50¢
Sales 1,33t 1,39¢ 1,521
Average realized price per pou $ 368 $ 27C % 2.57
Gold (thousands of recoverable ounc
Productior 93 92 114
Sales 93 90 11€
Average realized price per our $ 1,26: $ 98z $ 852
Molybdenum (millions of recoverable pound
Productiora 7 2 3
SX/EW operation:
Leach ore placed in stockpiles (metric tons ped: 268,80( 258,20( 279,70(
Average copper ore grade (perce 0.41 0.4t 0.45
Copper production (millions of recoverable pour 504 56& 56C
Mill operations
Ore milled (metric tons per da 188,80( 181,30( 181,40(
Average ore grade
Copper (perceni 0.6% 0.6€ 0.7¢
Molybdenum (percen! 0.0z 0.0z 0.0z
Copper recovery rate (perce 90.C 88.¢ 89.2
Production (recoverable
Copper (millions of pounds 85C 82t 94¢€
Gold (thousands of ounce 93 92 114
Molybdenum (millions of pounds 7 2 3

a. Reflects molybdenum production from our Cerro Verdpper mine. Sales of molybdenum are reflectederiiolybdenum divisior
b. Average ore grades of gold produced at our Soutlerfga mining operations rounds to less than 0.G@ing per metric tor

2010 Compared with 2009
Copper sales volumes from our South America miniperations decreased to 1.3 billion pounds in 208@tpared with 1.4 billion in 2009, primarily redléng anticipated lower ore grades at El Abra.
Consolidated sales volumes from our South Ameritegesiare expected to approximate 1.3 billion powfdopper and 100 thousand ounces of gold in 2011.

2009 Compared with 2008
Copper sales volumes from our South America miniperations decreased to 1.4 billion pounds in 2668 pared with 1.5 billion in 2008, primarily redléng lower ore grades at Candelaria and
downtime for mill maintenance at Cerro Verde.

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 mspective operations. We use this measure fasahee purpose and for monitoring operating perfacaady our mining operations. This information
differs from measures of performance determineattordance with U.S. GAAP and should not be comsdi isolation or as a substitute for measurgsedformance determined in accordance with
U.S. GAAP. This measure is presented by other ginompanies, although our measure may not be cableato similarly titted measures reported by otwmpanies.
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Gross Profit per Pound of Copper

The following tables summarize unit net cash castbgross profit per pound at our South Americamgioperations for the years ended December 31séltables reflect unit net cash costs per
pound of copper under the by-product and co-prothéthods as our South America mining operations ksl small amounts of molybdenum, gold and si#ades. Refer to “Product Revenues and
Production Costs” for an explanation of the “by-gwot” and “co-product” methods and a reconciliatidrunit net cash costs per pound to productiondeivery costs applicable to sales reported in
our consolidated financial statements.

2010 2009
By-Product Co-Product By-Product Co-Product
Method Method Method Method

Revenues, excluding adjustments $ 3.6¢ $ 3.6¢ $ 27C $ 2.7C
Site production and delivery, before net nonc

and other costs shown bel( 1.21 1.1« 1.0¢ 1.02
By-product credit: (0.21) - (0.11) -
Treatment charges 0.1F 0.1f 0.1% 0.1F

Unit net cash cos! 1.1t 1.2¢ 1.12 1.17
Depreciation, depletion and amortizati 0.1¢ 0.1¢ 0.2C 0.1¢
Noncash and other costs, | 0.01 0.01 0.0Z 0.0z

Total unit costs 1.3t 1.4¢ 1.34 1.3¢
Revenue adjustments, primarily for pricing

prior year open sale (0.02) (0.01) 0.0¢ 0.0¢
Other non-inventoriable costs (0.04) (0.04) (0.02) (0.02)

Gross profit per poun $ 2.2t $ 2.1F $ 14z $ 1.3€
Copper sales (millions of recoverable pour 1,33¢ 1,33¢ 1,394 1,394

Unit net cash costs (net of by-product credits)diar South America mining operations increasedltd% per pound of copper in 2010, compared witi&per pound in 2009, primarily reflecting
higher site production and delivery costs ($0.13pmeind) associated with higher input costs andrtipact of higher copper prices on profit sharinggrams. Partly offsetting higher site production
and delivery costs were higher by-product credis{0 per pound) associated with higher molybdenalumes and prices and higher gold prices.

Our South America mines have varying cost strustbexause of differences in ore grades and chasditt®, processing costs, by-products and othetofa. During 2010, unit net cash costs for the
South America mines ranged from $1.04 per pour&llt88 per pound at the individual mines and avet&jel5 per pound. Assuming achievement of cusaleis volume and cost estimates and an
average price of $15 per pound of molybdenum aravanage price of $1,350 per ounce of gold in 20dlestimate that average unit net cash costo{rBt-product credits) for our South America
mining operations would approximate $1.25 per poofncbpper in 2011. Higher unit net cash cost2fat1 primarily reflect higher input costs.

2009 2008
By-Product Ce-Product By-Product Co-Product
Method Method Method Method

Revenues, excluding adjustments $ 27C $ 2.7C $ 257 $ 2.57
Site production and delivery, before net nonc

and other costs shown belt 1.0¢ 1.0z 1.1z 1.07
By-product credit: (0.1)) - (0.1%) -
Treatment charge 0.1F 0.1f 0.14 0.14

Unit net cash cos! 1.1z 1.17 1.14 1.21
Depreciation, depletion and amortizati 0.2C 0.1¢ 0.3z 0.3z
Noncash and other costs, | 0.0z 0.0z 0.07 0.0€

Total unit cost: 1.34 1.3¢ 1.54 1.5¢
Revenue adjustments, primarily for pricing

prior year open sale 0.0€ 0.0¢ 0.1t 0.1F
Other non-inventoriable costs (0.02) (0.02) (0.02) (0.02)

Gross profit per pound $ 14z $ 1.3¢ $ 1.1€ $ 1.11
Copper sales (millions of recoverable pour 1,39« 1,39¢ 1,521 1,521
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Unit net cash costs (net of by-product credits)diar South America mining operations decreased th2per pound of copper in 2009, compared withi4per pound in 2008, primarily reflecting
lower site production and delivery costs ($0.05pmind) associated with lower input costs (prinyagitergy).

The decrease in depreciation, depletion and anadidizin 2009, compared with 2008, primarily refegtthe impact of the long-lived asset impairmérarges recognized in fourth-quarter 2008 (refer
to Note 17 for further discussion of these impaintr@harges).

Indonesia Mining
Indonesia mining includes PT Freeport IndonesiaasBerg minerals district. We own 90.64 perce bfFreeport Indonesia, including 9.36 percent owthealigh our wholly owned subsidiary, PT
Indocopper Investama.

PT Freeport Indonesia produces copper concentratésh contain significant quantities of gold anldesr. Substantially all of PT Freeport Indonesiedpper concentrates are sold under long-term
contracts, of which approximately one-half is swidffiliated smelters, Atlantic Copper and PT Siingl (PT Freeport Indonesia’s 25-percent owned eogmelter and refinery in Indonesia — refer to
Note 2 for further discussion), and the remaindesther customer:

Refer to Note 2 for further discussion of our jomrentures with Rio Tinto plc and to Note 14 forther discussion of PT Freeport Indonesia’s Conwébvork with the Government of Indonesia.

Development ActivitiesWe have several projects in progress in the Grgsiarerals district, including development of thege-scale, higlgrade underground ore bodies located beneath gaceax

to the Grasberg open pit. Aggregate capital spgnainthese projects approximated $288 million fier year 2010 ($228 million net to PT Freeport Irelia). Over the next five years, aggregate
capital spending on these projects is expecteddmge $600 million per year ($470 million net fb reeport Indonesia). Considering the long-termurmaand large size of these projects, actual costs
could differ materially from these estimates.

The following provides additional information oree projects, including the continued developmétti}mCommon Infrastructure project, the GrasbdarBCave and Big Gossan underground
mines, the completed expansion of the Deep Ore Zd0&) underground mine and development of the Ddiip_evel Zone (DMLZ) ore body.

Common Infrastructure and Grasberg Block Cawe2004, PT Freeport Indonesia commenced its Comimfoastructure project to provide access to itgdaundeveloped underground ore bodies
located in the Grasberg minerals district througbrmel system located approximately 400 meterpetethan its existing underground tunnel systenaddition to providing access to our undergrc
ore bodies, the tunnel system will enable PT Fradpdonesia to conduct future exploration in pedjve areas associated with currently identifieellmdies. The tunnel system has reached the Big
Gossan terminal and development of the lower Biggan infrastructure is ongoing. We have also adxddevelopment of the Grasberg spur and have cosdpiee tunneling required to reach the
Grasberg underground ore body. Development corgipnehe Grasberg Block Cave terminal infrastriecaund mine access.

In 2008, we completed the feasibility study for tevelopment of the Grasberg Block Cave undergraoniné, which accounts for over one-third of oureress in Indonesia. Production at the
Grasberg Block Cave mine is currently schedulecbtomence at the end of mining the Grasberg opempith is currently expected to continue until R2i@16. The timing of the transition to
underground Grasberg Block Cave mine developmehtantinue to be assessed.

Aggregate mine development capital for the GrasBéogk Cave mine and associated Common Infrastradtuexpected to approximate $3.7 billion (to heuired between 2008 and 2021), with PT
Freeport Indonesia’s share totaling approximat8lyt ®illion. Aggregate project costs totaling $26llion have been incurred through December 310201 which $143 million was incurred during
2010. Targeted production rates once the GrashlexckEave mining operation reaches full capacity expected to approximate 160,000 metric tonseper day.

Big GossanThe Big Gossan underground mine is a high-gradesielpcated near PT Freeport Indonesia’s existiilting complex. The Big Gossan mine is being depeld as an open-stope mine
with backfill consisting of mill tailings and cemiran established mining methodology expected thigpeer cost than the block-cave

89




Table of Content

method used at the DOZ mine. Production, which begdourth-quarter 2010, is designed to ramp up,8®0 metric tons of ore per day by late 2012 gtpaverage annual aggregate incremental
production of 125 million pounds of copper and &,@unces of gold, with PT Freeport Indonesia rkéegi60 percent of these amounts). The aggregaitatinvestment for this project is currently
estimated at approximately $535 million, with PE&jport Indonesia’s share totaling approximately0®®dlion. Aggregate project costs of $444 millibave been incurred through December 31,
2010, of which $67 million was incurred during 2010

DOZ ExpansionPT Freeport Indonesia’s further expansion of theZzDne to 80,000 metric tons of ore per day waspletad in first-quarter 2010. The capital costtfos expansion approximated
$100 million, with PT Freeport Indonesia’s sharliog approximately $60 million. The success @& tlevelopment of the DOZ mine, one of the worldigést underground mines, provides
confidence in the future development of PT Freepmtbnesia’s large-scale undeveloped undergrouadbodies.

DMLZ. The DMLZ ore body lies below the DOZ mine at thB9)-meter elevation and represents the downwartine@tion of mineralization in the Ertsberg Easa@ksystem and neighboring
Ertsberg porphyry. The DMLZ feasibility study wasnepleted in fourth-quarter 2009. We plan to mireahe body using a block-cave method with prodactieginning in 2015, near completion of
mining at the DOZ. Drilling efforts continue to éemine the extent of this ore body. We continudeweelop the Common Infrastructure project and tisnfiem mill level. In 2009, we completed a
portion of the spur to the DMLZ mine and reacheslelige of the DMLZ terminal and development corgthan terminal infrastructure and mine access 028 ggregate mine development capital
costs for the DMLZ are expected to approximate $2ln (to be incurred from 2009 to 2020), witff Freeport Indonesia’s share totaling approxima$dly? billion. Aggregate project costs totaling
$103 million have been incurred through Decembe2810, including $78 million during 2010. Targef@oduction rates once the DMLZ mining operatioactees full capacity are expected to
approximate 80,000 metric tons of ore per day.

Other MattersRefer to Note 13 for information on contingenciésar Indonesia mining operations.

Operating DataFollowing is summary operating data for our Indéaesining operations for the years ended December 3

2010 2009 2008
Operating Data, Net of Joint Venture Interest
Copper (millions of recoverable pound
Productior 1,222 1,412 1,09«
Sales 1,21« 1,40( 1,111
Average realized price per pou $ 3.6 $ 265 $ 2.3€
Gold (thousands of recoverable ounc
Productior 1,78¢ 2,56¢ 1,162
Sales 1,76¢ 2,54¢ 1,182
Average realized price per our $ 1,271 $ 994 $ 861
100% Operating Data
Ore milled (metric tons per day?
Grasberg open p 149,80( 166,30( 129,80(
DOZ underground min 79,60( 72,000 63,100
Big Gossan underground mi 80(C - -
Total 230,20( 238,30( 192,90(
Average ore grad¢
Copper (percent 0.8t 0.9¢ 0.8¢
Gold (grams per metric tol 0.9C 1.3C 0.6€
Recovery rates (percen
Copper 88.¢ 90.€ 90.1
Gold 81.7 83.7 79.¢
Production (recoverable
Copper (millions of pounds 1,33( 1,641 1,10¢
Gold (thousands of ounce 1,96¢ 2,98¢ 1,162

a. Amounts represent the approximate average daibugtiput processed at PT Freeport Indor's mill facilities from each producing min
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2010 Compared with 2009

At the Grasberg mine, the sequencing in miningsavéth varying ore grades causes fluctuations éntithing of ore production resulting in varying qiealy and annual sales of copper and gold. PT
Freeport Indonesia’s share of sales decreasea tailllon pounds of copper and 1.8 million ouncégald in 2010, compared with 1.4 billion poundscopper and 2.5 million ounces of gold in 2009.
Anticipated changes in ore grades throughout tlae sesulted in significant variability in quarterlplumes during 2010. Lower copper and gold satdsmes in 2010 primarily reflect mining in a
lower grade section of the Grasberg open pit dutiedirst half of 2010.

We expect to mine in a lower grade section of th@sBerg open pit during 2011. As a result, PT Fogdpdonesia’s projected sales of 1.0 billion pdsiof copper and 1.3 million ounces of gold for
2011 are lower than 2010 volumes. Ore grades apgetand gold sales volumes are expected to berhiglthe second half of 2011, compared with thet fialf, with approximately 53 percent of
copper and 57 percent of gold expected in the sehaH.

2009 Compared with 2008

PT Freeport Indonesia’s share of sales increasgdttbillion pounds of copper and 2.5 million ousieé gold in 2009, compared with 1.1 billion pouredsopper and 1.2 million ounces of gold in
2008, as a result of mining in a higher grade eaatif the Grasberg open pit during 2009, includingelerated mining of a higher grade section tfeest previously scheduled to be mined in future
periods.

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 atiens expressed on a
basis relating to the primary metal product for mspective operations. We use this measure fagahee purpose and for monitoring operating perfagaady our mining operations. This information
differs from measures of performance determineatzordance with U.S. GAAP and should not be comsila isolation or as a substitute for measurgsedformance determined in accordance with
U.S. GAAP. This measure is presented by other minompanies, although our measure may not be catlgato similarly titled measures reported by ott@npanies.

Gross Profit per Pound of Copper/per Ounce of Gold

The following tables summarize the unit net cashdits) costs and gross profit per pound of coper per ounce of gold at our Indonesia mining dpera for the years ended December 31. Refer to
“Production Revenues and Production Costs” fongitamation of “by-product” and “co-product” methodsd a reconciliation of unit net cash (credittsger pound to production and delivery costs
applicable to sales reported in our consolidatedricial statements.

2010 2009
By- Cao-Product Methot By- Cao-Product Methot
Product Product
Method Copper Gold Method Copper Gold

Revenues, after adjustmel $ 3.6¢ $ 3.6¢ $ 1,271 $ 265 % 2.6t $ 994
Site production and delivery, before net nonc

and other costs shown bel 1.5 1.01 347 1.0¢ 0.62 23z
Gold and silver credit (1.92) - - (1.8¢€) - -
Treatment charge 0.2z 0.1t 50 0.2z 0.12 49
Royalty on metal: 0.12 0.0¢ 29 0.1C 0.0€ 23

Unit net cash (credits) cos (0.09) 1.24 42€ (0.49) 0.81 304
Depreciation and amortizatic 0.21 0.14 48 0.2C 0.11 43
Noncash and other costs, | 0.04 0.0z 9 0.0: 0.0z 6

Total unit (credits) cosl 0.21 1.4C 482 (0.2¢) 0.9¢ 35z
Revenue adjustments, primarily for pricing

prior year open sale (0.01) (0.01) 1 0.04 0.0 2
PT Smelting intercompany pro 0.09 (0.02) (8) 0.09 0.09) ©

Gross profit per pound/oun $ 344 % 2.2¢ $ 781 $ 291 $ 17t $ 634
Copper sales (millions of recoverable pour 1,21¢ 1,21¢ 1,40( 1,40(
Gold sales (thousands of recoverable oun 1,76¢ 2,54:

Because of the fixed nature of a large portion DHPeeport Indonesia’s costs, unit costs vary ficantly from period to period depending on voluneésopper and gold sold during the period. Unit
net cash costs (net of gold
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and silver credits) increased to a net credit 00&@er pound of copper in 2010, compared withtaregit of $0.49 per pound in 2009, reflectingtfég site production and delivery costs ($0.48 per
pound) primarily associated with higher input cqgtsluding materials, labor and energy), higheimemance and support costs and higher cost shanider joint venture arrangements. Partly
offsetting higher site production and delivery sosere higher gold credits ($0.06 per pound) assediwith higher gold prices.

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.

Projected lower copper and gold volumes for 201d tae effect of higher input costs are expectesalt in an increase in PT Freeport Indonesiaisnet cash costs. Assuming achievement of
current sales volume and cost estimates, and aage/gold price of $1,350 per ounce in 2011, wienese that average unit net cash costs for PT Breémdonesia (net of gold and silver credits)
would approximate $0.60 per pound of copper in 2@Ech $50 per ounce change in average gold plioéisg the year would have an approximate $0.065pend impact on PT Freeport
Indonesia’s 2011 unit net cash costs. Quarterlynaticash costs will vary significantly with var@ns in quarterly metal sales volumes, and urtittash costs are expected to be higher in thehfaiét
of 2011 compared with the second half.

2009 2008
By- Cao-Product Methot By- Cao-Product Methot
Product Product
Method Copper Gold Method Copper Gold

Revenues, after adjustmel $ 2.65 $ 265 $ 994 $ 2.3 $ 2.3 $ 861
Site production and delivery, before net nonc

and other costs shown bel( 1.08 0.62 23z 1.5¢ 1.12 41z
Gold and silver credit (1.8¢6) - - (0.97%) - -
Treatment charge 0.2z 0.1z 49 0.24 0.17 63
Royalty on metal: 0.1C 0.0€ 23 0.1C 0.07 26

Unit net cash (credits) cos (0.49) 0.81 304 0.9€ 1.37 50z
Depreciation and amortizatic 0.2C 0.11 43 0.2C 0.14 52
Noncash and other costs, | 0.02 0.0z 6 0.02 0.0z 7

Total unit (credits) cosl (0.26) 0.94 35z 1.1¢ 1.52 561
Revenue adjustments, primarily for pricing

prior year open sale 0.04 0.04 2 0.0¢ 0.0¢ 6
PT Smelting intercompany pro 0.09 0.09) © 0.01 0.01 4

Gross profit per pound/oun $ 291 $ 17t $ 634 $ 127 $ 0.9: §$ 31C
Copper sales (millions of recoverable pour 1,40( 1,40 1,111 1,111
Gold sales (thousands of recoverable oun 2,54% 1,182

Unit net cash costs (net of gold and silver cr¢diecreased to a net credit of $0.49 per poundpper in 2009, compared with a net cost of $0.96pend in 2008, reflecting higher gold and silver
credits ($0.89 per pound) resulting from higherdgsales volumes and prices in 2009, and lowepsitduction and delivery costs ($0.54 per poundharily associated with higher copper sales
volumes and lower commodity-based input costs.

Africa Mining
Africa mining, which is consolidated in our finaatstatements, includes the Tenke copper and cotiaiitg concessions in the Katanga province ofDRE. The Tenke mine includes open-pit
mining, leaching and SX/EW operations. Copper petida from the Tenke mine is sold as copper cathbdaddition to copper, the Tenke mine producdmttdydroxide.

In October 2010, the government of the DRC annatitice conclusion of the review of TFM’s contraetsd confirmed that TFM’s existing mining contraate in good standing and acknowledged
the rights and benefits granted under those cdstracconnection with the review, TFM made seveahmitments that have been reflected in amendnterits mining contracts. In December 2010,
the addenda to TFM’s Amended and Restated Miningv€ation and Amended and Restated Shareholdergehgent were signed by the parties and are pendigsidential Decree. TF'existing
mining contracts will be in effect until the Presidial Decree is obtained. After giving effect e amendments and obtaining approval of the madiin to TFM’s bylaws, our effective ownership
interest in the project will be 56.0 percent, conepato our previous ownership interest of 57.7%eet (refer to Note 14 for further discussion).
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Operating and Development ActivitigSonstruction activities for the initial developmeambject are complete, and copper production conwerkim late March 2009, with targeted copper prtidac
rates achieved in September 2009. The cobalt dptwic acid plants were commissioned in third-aea2009.

We continue to engage in drilling activities, expliton analyses and metallurgical testing to ewaltize potential of the highly prospective minedifgrict at Tenke. These analyses are being
incorporated in future plans to evaluate opportesifor expansion. We are planning a second pHatbe @roject, which would include optimizing thercent plant and increasing capacity. As part of
the second phase, a range of near-term expansiemgjare being considered, which have the potesttiadding 100 million to 200 million pounds ofmmer per year over the next two to three years.
We expect production volumes from the project tpagd significantly over time. Future expansionssargiect to a number of factors, including econoamd market conditions and the business and
investment climate in the DRC.

Operating DataFollowing is summary operating data for our Afrioining operations for the years ended December 31.

2010 20092
Copper (millions of recoverable pound
Productior 265 154
Sales 262 13C
Average realized price per poub $ 34t $ 2.8
Cobalt (millions of recoverable pound
Productior 20 N/A¢
Sales 20 N/A¢
Average realized price per pou $ 10.9¢ N/Ac
Ore milled (metric tons per da 10,30( 7,30(
Average ore grade (percer
Copper 3.51 3.6¢
Cobalt 0.4C N/A°C
Copper recovery rate (perce 91.4 92.1

a. Results for 2009 represent mining operations thgah production in March 20C
b. Includes adjustments for pc-of-sale transportation costs as negotiated in custoorgracts
c. Comparative results for the 2009 periods have aehbincluded as st-up activities were still under wa

Copper sales volumes from the Tenke mine increts262 million pounds of copper in 2010, compareith w30 million pounds of copper in 2009, reflegtinigher operating rates and a full year of
production in 2010. Consolidated sales volumes fi@mke are expected to approximate 285 million pswf copper and over 20 million pounds of cobalR011.

The milling facilities at Tenke, which were desigrte produce at a capacity rate of 8,000 metris wirore per day, continue to perform above capawith 2010 mill throughput averaging 10,300
metric tons of ore per day. Additionally, Tenke Ipascured additional equipment, which is enabliddiional high-grade material to be mined and pssed in 2011. As a result of these
enhancements to the mine plan and using an expetliettiroughput rate of 10,000 metric tons of per day, we estimate the average annual coppeugtiod at Tenke will increase from the initial
rate of 250 million pounds of copper per year tpragimately 290 million pounds of copper.

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 mspective operations. We use this measure fagahee purpose and for monitoring operating perfagaady our mining operations. This information
differs from measures of performance determineattordance with U.S. GAAP and should not be comsdi isolation or as a substitute for measurgsedformance determined in accordance with
U.S. GAAP. This measure is presented by other minompanies, although our measure may not be catlgato similarly titled measures reported by ott@npanies.
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Gross Profit per Pound of Copper/per Pound of Gobal

The following table summarizes the unit net cassteand gross profit per pound of copper and cabaitir Africa mining operations for the year en@eEtember 31. Comparative information for the
2009 and 2008 periods have not been included esugtactivities were still under way. Refer to tBluction Revenues and Production Costs” for anaggiion of “by-product” and “co-product”
methods and a reconciliation of unit net cash cmsggoduction and delivery costs applicable t@saeported in our consolidated financial statesient

2010
By-Product Cc-Product Methot
Method Copper Cobalt

Revenues, excluding adjustme? $ 34t 8 3.4t $ 10.9¢
Site production and delivery, before net nonc

and other costs shown bel 1.4C 1.2¢ 5.7¢

(0.5¢) - -

Cobalt credits b
Royalty on metal: 0.0€ 0.0¢€ 0.1¢

Unit net cash cos! 0.9C 1.2¢ 5.97
Depreciation, depletion and amortizati 0.4¢ 0.41 1.0z
Noncash and other costs, | 0.11 0.1C 0.2¢

Total unit cost: 1.5C 1.8C 7.2%
Revenue adjustments, primarily for pricing

prior period open sale - - 0.1¢
Other nor-inventoriable cost (0.0¢) (0.0 (0.16

Gross profit per poun $ 187 8 15¢ $ 3.74
Copper sales (millions of recoverable pour 262 262
Cobalt sales (millions of recoverable poun 20

a. Includes adjustments for pc-of-sale transportation costs as negotiated in custoorgracts
b. Net of cobalt downstream processing and freightsc

Unit net cash costs (net of cobalt credits) forKeeaveraged $0.90 per pound of copper in 2010. Asspachievement of current sales volumes, ousegltost estimates and an average cobalt price
of $14 per pound for 2011, we estimate that aveueifenet cash costs for Tenke (net of cobalt ¢s@avould approximate $0.85 per pound of coppe0ihl. Each $2 per pound change in the average
price of cobalt would have an approximate $0.09gmemd impact on Tenke’s unit net cash costs.

Molybdenum

Our Molybdenum operations are an integrated pradeicenolybdenum, with mining, sulfide ore concetitrg, roasting and processing facilities that prslhigh-purity, molybdenum-based
chemicals, molybdenum metal powder and metallutgicaducts, which are sold to customers aroundutbiéd, and includes the wholly owned Henderson hdgnum mine in Colorado and related
conversion facilities. The Henderson undergroundenpiroduces high-purity, chemical-grade molybderontentrates, which are typically further procesatulvalue-added molybdenum chemical
products. The Molybdenum operations also inclugevtholly owned Climax molybdenum mine in Coloraftw,which construction activities in preparationréstart mining activities are ongoing; a
sales company that purchases and sells molybdermumdur Henderson mine and from certain of our Narid South America mines that produce molybderaund;related conversion facilities that,
at times, roast and/or process material on a &glisdofor third parties. Toll arrangements requieetblling customer to deliver appropriate molybdai®rbearing material to our facilities for procesgsin
into a product that is returned to the customeig péwys us for processing their material into thec#ed products.

Development ActivitiesConstruction activities at the Climax molybdenunmenare continuing, and recent activities includepletion of concrete foundations for various equepirinstallations and
commencement of the ball mill shell assembly. Wanpib advance construction and conduct mine préparactivities during 2011. The timing for stag af mining and milling activities is depend
on market conditions. We believe that this projecine of the most attractive primary molybdenumetigoment projects in the world, with large-scaleduction capacity, attractive cash costs and
future growth options. The Climax molybdenum mineud have an initial annual design capacity of 3lian pounds with significant expansion option®tdl estimated costs for the project
approximate $700 million, of which approximately582million has been incurred ($54 million in 2010).
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Operating DataFollowing is summary operating data for the Molybden operations for the years ended December 31.

2010 2009 2008

Molybdenum (millions of recoverable pound

Productior2 40 27 40

Sales, excluding purchasb 67 58 71

Average realized price per pou $ 16.47 $ 12.3¢ $ 30.5¢
Henderson molybdenum mine

Ore milled (metric tons per da 22,90( 14,90( 24,10(

Average molybdenum ore grade (perce 0.2t 0.2F 0.2¢

Molybdenum production (millions of recoverable pday 40 27 40

a. Reflects production at the Henderson molybdenuner
b. Includes sales of molybdenum produced at certasuoNorth and South America mine

As a result of improved market conditions, Hendersperated at approximately 90 percent capacitingl@010, compared with 60 percent capacity duniogt of 2009. Molybdenum sales volumes
increased to 67 million pounds in 2010, comparetti &8 million pounds in 2009, reflecting improveendand in the chemicals sector.

Molybdenum sales volumes are expected to approriT@million pounds for the year 2011, of which rpgmately 45 million pounds represents producfimm our North and South America
mines.

Unit Net Cash CostdJnit net cash costs per pound of molybdenum is asore intended to provide investors with informa@dout the cash-generating capacity of our minjogrations expressed on
a basis relating to the primary metal product for @spective operations. We use this measurééosame purpose and for monitoring operating padoace by our mining operations. This
information differs from measures of performanceedwrined in accordance with U.S. GAAP and shouldheoconsidered in isolation or as a substituterfeasures of performance determined in
accordance with U.S. GAAP. This measure is presenyeother mining companies, although our measwag mot be comparable to similarly titted measuegmrted by other companies.

Gross Profit per Pound of Molybdenum

The following table summarizes the unit net casstcand gross profit per pound of molybdenum attemderson molybdenum mine for the years endedrbieee31. Refer to “Product Revenues
and Production Costs” for a reconciliation of umt cash costs per pound to production and delivesys applicable to sales reported in our conatiifinancial statements.

2010 2009 2008

Revenue: $ 15.8¢ $ 12.7¢ $ 29.9¢
Site production and delivery, before net nonc

and other costs shown belt 4.82 5.4% 5.3t
Treatment charges and ott 1.0€ 1.0¢ 0.67

Unit net cash cost 5.9C 6.5z 6.0z
Depreciation, depletion and amortizati 0.8¢ 0.9¢ 4.2t
Noncash and other costs, | 0.0S 0.04 0.1¢2

Total unit cost: 6.7¢€ 7.54 10.4¢€
Gross profit per poun? $ 915§ 524 § 19.4¢
Molybdenum sales (millions of recoverable pourc 40 27 40

a. Includes charges of $0.03 per pound in 2008 aswatigith LCM inventory adjustment

b.  Gross profit reflects sales of Henderson petgibased on volumes produced at mabksed pricing. On a consolidated basis, the Molgbdedivision includes profits on sales as theyraagle t(
third parties and realizations based on actualraonterms. As a result, the actual gross proéitized will differ from the amounts reported inghiable.

c. Reflects molybdenum produced by the Henderson ndelybm mine

Henderson’s unit net cash costs were $5.90 pergofimolybdenum in 2010, $6.52 per pound in 2009 $6.02 per pound in 2008. Henderson’s unit net casts benefited in 2010 from higher
production volumes,
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partly offset by higher mining costs. Higher urgt ash costs in 2009, compared with 2008, priyneeilected lower production volumes, partly offbgtthe impact of cost reduction efforts.
Assuming achievement of current sales volume astesiimates, we estimate that the 2011 averag@eintash costs for Henderson would approximat20§ger pound of molybdenum, which are
higher than 2010 primarily because of anticipateder volumes from Henderson.

The decrease in Henderson’s depreciation, deplatidramortization in 2009, compared with 2008 exfl the impact of long-lived asset impairment gharecognized in fourtfuarter 2008 (refer 1
Note 17 for further discussior

Atlantic Copper Smelting & Refining

Atlantic Copper, our wholly owned subsidiary lochte Spain, smelts and refines copper concenteatdsnarkets refined copper and precious metalénies. Our Indonesia mining operation sells
copper concentrate and our South America miningatjpes sell copper concentrate and copper cattioAdantic Copper. Through downstream integration,are assured placement of a significant
portion of our concentrate production. During 20Afantic Copper purchased approximately 28 peroéits concentrate requirements from our Indonesi@ng operation and approximately 25
percent from our South America mining operations.

Smelting and refining charges consist of a bageaatl, in certain contracts, price participatiosdabon copper prices. Treatment charges for srgedtid refining copper concentrates represent a cost
to our Indonesia and our South America mining op@na, and income to Atlantic Copper and PT Smgltour 25 percent owned smelter and refinery irstBréndonesia. Thus, higher treatment and
refining charges benefit our smelter operationatintic Copper and adversely affect our miningragiens in Indonesia and South America. Our NontheAica copper mines are not significantly
affected by changes in treatment and refining ad®tgecause these operations are fully integratédonr Miami smelter located in Arizona.

Atlantic Copper had operating losses of $37 millio2010 and $56 million in 2009, compared with igiag income of $10 million in 2008. The improvemé Atlantic Copper’s operating results in
2010, compared with 2009, primarily reflected higbalphuric acid and gold revenues associated higther prices. Atlantic Copper’s operating resirt2009, compared with 2008, primarily reflect
lower sulphuric acid revenues resulting from loweces.

We defer recognizing profits on sales from our Imekia and our South America mining operations tarAic Copper and on 25 percent of our Indonestingisales to PT Smelting until final sales to
third parties occur. Our net deferred profits on loglonesia and South America mining operationgéitories at Atlantic Copper and PT Smelting todmognized in future periods’ net income after
taxes and noncontrolling interests totaled $27 lionilat December 31, 2010. Changes in these netrdés attributable to variability in intercompaviglumes resulted in net reductions to net income
attributable to FCX common stockholders totaling $illion ($0.07 per share) in 2010, compared wigh additions of $21 million ($0.02 per share) @02 and $12 million ($0.02 per share) in 2008.
Quarterly variations in ore grades, the timingraércompany shipments and changes in prices wgilllrén variability in our net deferred profits agdarterly earnings.

CAPITAL RESOURCES AND LIQUIDITY

Our operating cash flows vary with prices realif®an copper, gold and molybdenum sales, our salksnes, production costs, income taxes and othekingp capital changes and other factors. As a
result of weak economic conditions, we revisedaperating plans at the end of 2008 and in earl{@20@rotect liquidity while preserving our largén@ral resources and growth options for the
longer term (refer to Note 17 for further discusgidHowever, strong operating performance and imgaiccopper prices since the end of 2008 have ethalsiéo enhance our financial and liquidity
position, reduce debt and reinstate cash dividemdbareholders, while maintaining our future gfowpportunities. In addition, we resumed certawjgot development activities at our mining
operations (refer to “Operations” for further dission). We view the long-term outlook for our besia positively, supported by limitations on suppté& copper and by the requirements for copper in
the world’s economy, and will continue to adjust operating strategy as market conditions change.

Based on current mine plans and subject to futopper, gold and molybdenum prices, we expect egtth@aperating cash flows for the year 2011 toreatgr than our budgeted capital expenditures,
expected debt payments, dividends, noncontrollimerest distributions and other cash requirements.
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Cash and Cash Equivalents
At December 31, 2010, we had consolidated caslcasid equivalents of $3.7 billion. The following lebeflects the U.S. and international componefitmaosolidated cash and cash equivalents at
December 31, 2010 and 2009 (in billions):

2010 2009
Cash at domestic compan@ $ 1¢ $ 5
Cash at international operatic 1.8 1.2
Total consolidated cash and cash equival 3.7 2.7
Less: Noncontrolling interes share (0.9 0.9
Cash, net of noncontrolling intere’ share 3.2 24
Less: Withholding taxes and ott (0.9 0.2
Net cash available to FC $ 31§ 2.2

a. Includes cash at our parent company and North Araeperations

Operating Activities

During 2010, we generated operating cash flowdingt&6.3 billion, net of $834 million for workingapital uses. Operating cash flows in 2009 tot&ed billion, net of $770 million for working
capital uses, which included approximately $600iamilrelated to settlement of final pricing withstamers on 2008 provisionally priced copper salgeerating cash flows in 2008 totaled $3.4 billi
net of $965 million for working capital uses, whicttluded $598 million to settle the 2007 coppécgprotection program contract.

Our operating cash flows vary with prices realifi@ain copper, gold and molybdenum sales, our salksnes, production costs, income taxes and othekingp capital changes and other factors.
Higher operating cash flows for 2010, compared R@Q09, primarily reflected higher copper and gaidgrealizations. Higher operating cash flowsZ009, compared with 2008, primarily reflected
lower operating costs and higher gold sales voluanelsprice realizations.

Refer to “Outlook” for further discussion of projed 2011 operating cash flows.

Investing Activities

Capital ExpendituresCapital expenditures, including capitalized interestaled $1.4 billion in 2010 (including $0.7Iwh for major projects), $1.6 billion in 2009 (inding $1.0 billion for major
projects and the Twin Buttes property acquisitiandl $2.7 billion in 2008 (including $1.6 billionrfmajor projects). The decrease in capital expenestin 2010, compared with 2009, primarily
reflected lower capital spending for the initialike development project for which construction\atiéis were substantially complete by mid-2009 tlyasffset by higher spending associated with
underground development projects at Grasberg andulfide ore project at El Abra. The decreasejital expenditures in 2009, compared with 2008narily reflected the effects of the decision to
defer capital spending for several projects, lovagital spending for the initial Tenke developmemject and reduced spending for sustaining capital

Capital expenditures for the year 2011 are expecteghproximate $2.5 billion (including $1.3 billidor major projects), primarily associated wittdenground development activities at Grasberg,
construction activities at the Climax molybdenurmenand completion of the initial phase of the sl@fore project at El Abra. In addition, we are édexsng additional investments at several of our
sites. Capital spending plans will continue to &@&ewed and adjusted in response to changes ineteokditions and other factors. Refer to “Operafdor further discussion.

Investment in McMoRan Exploration Co. (MMR) December 2010, we completed the purchase oDB0Ghares of MMR'’s 5%% Convertible Perpetual PrefeStock (the Preferred Stock) for an
aggregate purchase price of $500 million. The PredeStock is initially convertible into 62.5 sham@f MMR common stock per share of Preferred Stackaggregate of 31.25 million shares or
approximately 14 percent of MMR’s common stock dully converted basis at December 31, 2010), anaial conversion price of $16 per share of MM&mwmon stock.

Other Investing ActivitiesDuring 2008, our global reclamation and remediatiasts decreased by $430 million resulting pritgerom reimbursement of previously incurred cdsisreclamation ar
environmental activities.
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Financing Activities
Debt and Equity TransactioniBotal debt approximated $4.8 billion at DecemberZM 0, $6.3 billion at December 31, 2009, and $illibn at December 31, 2008. Since January 1920@ have
repaid approximately $2.6 billion in debt, resuitin estimated annual interest savings of $167anilbased on current interest rates.

During 2010, we redeemed all of our $1 billion Seritloating Rate Notes due 2015 for which holdeceived 101 percent of the principal amount togetfih accrued and unpaid interest. In
addition, we made open-market purchases of $58®mif our senior notes at a cost of $621 million.

During 2009, we redeemed $340 million of ou% Senior Notes for $352 million (plus accrued angaid interest), and also made opearket purchases of $387 million of our senior adte $41€
million.

In February 2008, we made open-market purchasg33fmillion of our 9%2% Senior Notes for $46 million
Refer to Note 9 for further discussion of thesetdepayment transactions.

We have no significant debt maturities in the rteam; however, we may consider opportunities t@ayedebt in advance of scheduled maturities. CRifB% Senior Notes are redeemable in whole or
in part, at our option, at make-whole redemptidngs prior to April 1, 2012, and afterwards atetatedemption prices. Refer to Note 9 for furthiecussion of these notes.

We have revolving credit facilities available umarch 19, 2012, which are composed of (i) a $1llbb revolving credit facility available to FCXral (i) a $0.5 billion revolving credit facility

available to both FCX and PT Freeport Indonesirést on the revolving credit facilities accruetha London Interbank Offered Rate (LIBOR) pluBQLpercent, subject to an increase or decrease in
the interest rate margin based on the credit ratirsgigned by Standard & Poor’s Rating Servicedoatly’s Investors Service. At December 31, 2016 had no borrowings and $43 million of

letters of credit issued under the facilities, g in availability of approximately $1.5 billio(957 million of which could be used for additibteiters of credit). The revolving credit facigg

contain restrictions on the amount available ford#ind payments, purchases of our common stoclcertdin debt prepayments. However, these resmiito not apply as long as availability under
the revolvers plus domestic cash exceeds $750milAt December 31, 2010, we had availability urttierrevolvers plus available domestic cash (asmee@fby the revolving credit facility) of
approximately $4.1 billion.

In addition, the indenture governing certain of senior notes contains restrictions on incurrinigtdeaking restricted payments and selling assets result of the investment grade ratings onethes
notes, these covenants are currently suspendede\towo the extent the rating is downgraded bétlw@stment grade by both Standard & Poor’s RatiewyiSes and Moody’s Investors Service, the
covenants would again become effective.

In February 2009, we completed a public offering®f6 million shares of our common stock at an ageprice of $14.00 per share, which generatedsgnaseeds of $750 million (net proceeds of
approximately $740 million after fees and expenseh)ch were used for general corporate purposes.

We have an open-market share purchase progranp fiar 80 million shares. During 2008, on a pre-dpdisis, we purchased 6.3 million shares of our comstock for $500 million ($79.15 per share
average) under our open-market share purchasegmo@iowever, because of financial market turmail #re declines in copper and molybdenum priceSejptember 2008, we suspended purchases
of our common stock under the program. We madeunchases under this program during 2009 or 2016reTare 23.7 million shares remaining under thigam, and the timing of future purchases
of our common stock is dependent on many factocduding our operating results; cash flows andrfgial position; copper, gold and molybdenum pritks;price of our common shares; and general
economic and market conditions.

Dividends.The declaration of dividends is at the discretibowr Board of Directors (the Board). The amountas$h dividends on our common stock is dependeott opr financial results, cash
requirements, future prospects and other factaemeed relevant by the Board. Because of the detioorin copper and molybdenum prices and in gém@a@omic conditions, in December 2008,
Board suspended the cash dividend on our commaeR;stocordingly, there were no common stock divétepaid in 2009, compared with $693 million ($0.28(er share) in 2008. In October 2009,
the Board reinstated a cash dividend on our comstmek at an annual rate of $0.30 per share ($Q@vShare quarterly). In April 2010, the Board auized an increase in the cash
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dividend to an annual rate of $0.60 per share Bbpet share quarterly) and in October 2010, thedaathorized another increase in the cash dividerasth annual rate of $1.00 per share ($0.25 per
share quarterly).

In December 2010, the Board also declared a sumpltthcommon stock dividend of $0.50 per shareckviias paid on December 30, 2010. For 2010, constamk dividends paid totaled $885
million, which included $472 million for the supptental dividend paid on December 30, 2010. On Déeer29, 2010, the Board declared a regular qugrtéridend of $0.25 per share, which was
paid on February 1, 2011, to common shareholdersanird at the close of business on January 18,. Bdsed on outstanding common shares of 945 miitdecember 31, 2010, at current levels
our estimated common stock dividend for 2011 apiprates $945 million.

In December 2010, the Board declared a two-forspii¢ of our common stock, which was effected obrigary 1, 2011. On February 2, 2011, our commocksbegan trading on the New York Stock
Exchange on a split adjusted basis. As discussadqusly, all common share and per share amounts heen adjusted to reflect the two-for-one stqudit, sinless otherwise noted. Refer to Note 11
for further discussion.

Preferred stock dividends paid totaled $95 miliio2010 representing dividends on our 6%:% Manda@oyvertible Preferred Stock. Preferred stock dimids totaled $229 million in 2009 and $255
million in 2008 representing dividends on our 5¥2#n@ertible Perpetual Preferred Stock and 63:% Mamgatonvertible Preferred Stock. During 2010, o#9% Mandatory Convertible Preferred
Stock converted into 78.9 million shares of our owon stock, and in 2009, we redeemed our 5%:% CdhieeRerpetual Preferred Stock in exchange for 8%l8on shares of our common stock (re
to Note 11 for further discussion). As a resulthafse transactions, we no longer have requirentemiay preferred stock dividends.

Cash dividends and distributions paid to noncolitiginterests totaled $816 million in 2010, $538lion in 2009 and $730 million in 2008, reflectimividends and distributions paid to the
noncontrolling interest owners of PT Freeport Inesia and our South America mines.

CONTRACTUAL OBLIGATIONS

We have contractual and other long-term obligatiomduding debt maturities, which we expect toduwwith projected operating cash flows, availabilityder our revolving credit facilities or future
financing transactions, if necessary. A summarthe$e various obligations at December 31, 201&visl (in millions):

2012 to 2014 to
Total 2011 2013 2015 Thereaftel
Debt maturities $ 4,75 $ 95 $ 23 1,081 $ 3,571
Scheduled interest payment obligati@ 2,72¢ 381 75E 711 881
Reclamation and environmental obligati® 4,881 207 287 211 4,17¢
Take-or-pay contract® 2,831 2,02¢ 65C 37 11¢
Operating lease obligatiol 18¢ 33 39 27 84
Atlantic Copper obligation to insurance compd 58 10 19 19 1C
PT Freeport Indonesia mine closure and reclamétiod 19 2 1 1 15
Totalf $ 1545t $ 2,75¢ $ 1,75 $ 2,081 $ 8,861

a. Scheduled interest payment obligations were caledlasing stated coupon rates for fi-rate debt and interest rates applicable at DeceBhe2010, for variab-rate debt

b. Represents estimated cash payments, on an undisdcamd unescalated basis, associated with redtanreatd environmental activities. The timing and #mount of these payments could ch:
as a result of changes in regulatory requiremehtnges in scope and costs of reclamation actwtiel as actual spending occurs. Refer to Noterl&dditional discussion of environmental and
reclamation matter:

c. Represents contractual obligations for pusebaf goods or services that are defined by ag@ements that are enforceable and legally biraliigthat specify all significant terms. Take-oy-pa
contracts primarily comprise the procurement ofpmroncentrates and cathodes ($2.1 billion), partation ($201 million), electricity ($144 milligrand oxygen ($143 million). Some of our
take-or-pay contracts are settled based on thejlirey market rate for the service or commoditygihased, and in some cases, the amount of the attfigdtion may change over time because of
market conditions. Obligations for copper conceaesand cathodes provide for deliveries of spetii@umes, at market-based prices, primarily t@Atic Copper and the North America copper
mines. Transportation obligations are primarily $muth America contracted ocean freight rates andllérth America natural gas transportation. Eleityr obligations are primarily for
contractual minimum demand at the South AmericaTerike mines. Oxygen obligations provide for dedie® of specified volumes, at fixed prices, prirhatd Atlantic Copper
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d. In August 2002, Atlantic Copper complied w&hanish legislation by agreeing to fund 7.2 milleuros annually for 15 years to an approved imagr@ompany for an estimated 72 million euro
contractual obligation to supplement amounts paickttain retired employees. Atlantic Copper ha8l $dlion recorded for this obligation at DecemBdr, 2010

e. Represents PT Freeport Indon’s commitments to contribute amounts to a cash élesigned to accumulate at least $100 million, idiclg interest, by the end of our Indonesia miniotivities
to pay for mine closure and reclamati

f.  This table excludes certain other obligationsur consolidated balance sheets, includingregtid funding for pension obligations as the fugdiray vary from year-to-year based on changes in
the fair value of plan assets and actuarial assomgtand accrued liabilities totaling $133 millihrat relate to unrecognized tax benefits wherdithieg of settlement is not determinable. This
table also excludes purchase orders for the puedbiaisiventory and other goods and services, ashpse orders typically represent authorizatiorputehase rather than binding agreeme

In addition to our debt maturities and other carttral obligations, we have other commitments, whivehexpect to fund with projected operating castvé, available credit facilities or future
financing transactions, if necessary. These inc{)deT Freeport Indonesia’s commitment to provige percent of its annual revenue for the developmoithe local people in its area of operations
through the Freeport Partnership Fund for Commubéyelopment, (ii) Cerro Verde’s local mining fuedntributions equal to 3.75 percent of after-teofigs (refer to Note 14), (iii)

Tenke’s commitment to provide 0.3 percent of itauwal revenue for the development of the local febpits area of operations and (iv) other comnai@mmitments, including standby letters of
credit, surety bonds and guarantees (refer to NkBesnd 14 for further discussion).

ENVIRONMENTAL AND RECLAMATION MATTERS

Environmental

The cost of complying with environmental laws ifuadamental and substantial cost of our businegsh®d $1.4 billion at December 31, 2010, and $illibrbat December 31, 2009, recorded in our
consolidated balance sheets for environmental atidigs attributed to CERCLA or analogous state fao and for estimated future costs associatedemitironmental matters at closed facilities and
closed portions of certain operating facilitiesféke¢o Note 13 for further information about envimental regulation, including significant environmted matters.

During 2010, we incurred environmental capital exgigires and other environmental costs (includingjoint venture partners’ shares) of $372 millfon programs to comply with applicable
environmental laws and regulations that affectaperations, compared to $289 million in 2009 and/illion in 2008. The increase in environmentadts for 2010, compared with 2009, primarily
related to settlement of legal proceedings (see N8tfor further discussion). The decrease in enwirental capital spending for 2009, compared w82 primarily related to completion of large
projects in 2008, combined with reduced discretiprspending and extended project timelines. Forl20&k expect to incur approximately $460 millionagfgregate environmental capital expendit
and other environmental costs, which are part ofowerall 2011 operating budget and primarily resatio ongoing environmental compliance.

Asset Retirement Obligations

We recognize AROs as liabilities when incurred hvifte initial measurement at fair value. Theseillias, which are initially estimated based onadignted cash flow estimates, are accreted to full
value over time through charges to income. Reclamabsts for future disturbances are recordechasRO in the period of disturbance. Our cost estésare reflected on a third-party cost basis and
comply with our legal obligation to retire tangibleng-lived assets. We had recorded AROs tote$856 million at December 31, 2010, and $731 milkbwecember 31, 2009, in current and long-
term liabilities on the consolidated balance shegpending on AROs totaled $38 million in 2010, $2i8ion in 2009 and $91 million in 2008. The dease in ARO spending for 2009, compared with
2008, primarily related to extended project timeéirthat resulted in reduced required expenditwe®d09. For 2011, we expect to incur approxima$&ly million for aggregate ARO payments. Refer
to Note 13 for further discussion of reclamation afosure costs.
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DISCLOSURES ABOUT MARKET RISKS

Commaodity Price Risk

Our consolidated revenues include the sale of coppecentrates, copper cathodes, copper rod, metybd, gold and other metals by our North and SAutlerica mines, the sale of copper
concentrates (which also contain significant questiof gold and silver) by our Indonesia miningergtions, the sale of copper cathodes and cobdibRigle by our Africa mining operations, the sale
of molybdenum in various forms by our Molybdenunemgions, and the sale of copper cathodes, coppelea and gold in anodes and slimes by Atlanticg€opOur financial results can vary
significantly as a result of fluctuations in thenket prices of copper and, to a lesser extent, gottimolybdenum. World market prices for these codities have fluctuated historically and are
affected by numerous factors beyond our controtaise we cannot control the price of our produbtskey measures that management focuses on iatoygeour business are sales volumes, uni
cash costs and operating cash flow. Refer to “@utléor further discussion of projected sales voasnunit net cash costs and operating cash flona0bl.

For 2010, 52 percent of our mined copper was sotthncentrate, 26 percent as cathodes and 22 pacend (principally from our North America coppeines). Substantially all of our copper
concentrate and cathode sales contracts providedapper pricing in a specified future period (geaily one to four months from the shipment datesdal primarily on quoted LME monthly average
spot prices. We receive market prices based oegiicthe specified future period, which resultgrice fluctuations recorded through revenues tinéildate of settlement. We record revenues and
invoice customers at the time of shipment basethencurrent LME prices, which results in an embeddetleéve on our provisional priced concentrate aathode sales that is adjusted to fair v
through earnings each period, using the periodfemndard prices, until the date of final pricing. Tiee extent final prices are higher or lower thdratwas recorded on a provisional basis, an inereas
or decrease to revenues is recorded each reppeiigd until the date of final pricing. Accordingiy times of rising copper prices, our revenueasetfie from higher prices received for contractcpd

at current market rates and also from an increglaged to the final pricing of provisionally pricedles pursuant to contracts entered into in pears; in times of falling copper prices, the op@os
occurs.

At December 31, 2009, we had provisionally pricedper sales totaling 378 million pounds at our @ppining operations (net of intercompany salesramttontrolling interests) recorded at an
average of $3.34 per pound. Consolidated reverare0fL0 include net reductions for adjustmentsteel&o these prior year copper sales totaling $8#bm($10 million to net income attributable to
FCX common stockholders or $0.01 per share), coetpaith net additions of $132 million ($61 millida net loss attributable to FCX common stockholder$0.07 per share) in 2009 and $268
million ($114 million to net income attributable EECX common stockholders or $0.15 per share) ir8200

At December 31, 2010, we had provisionally pricedger sales totaling 417 million pounds of copperua copper mining operations (net of intercompsalgs and noncontrolling interests) recorded
at an average price of $4.36 per pound, subjefttabpricing over the next several months. Wereate that each $0.05 change in the price realized the December 31, 2010, provisional price
recorded would have a net impact on our 2011 cateteld revenues of approximately $27 million ($1iBiam to net income attributable to FCX commoncitbolders). The LME spot copper price
closed at $4.50 per pound on February 11, 2011.

On limited past occasions, in response to markeditions, we have entered into copper and goldeguiotection contracts for a portion of our expedteéure mine production to mitigate the risk of
adverse price fluctuations. We do not currentlet to enter into similar hedging programs in thtere.
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Foreign Currency Exchange Risk

The functional currency for most of our operatinthe U.S. dollar. All of our revenues and a digant portion of our costs are denominated in Wdi@lars; however, some costs and certain assets
and liability accounts are denominated in localencies, including the Indonesian rupiah, Austratiallar, Chilean peso, Peruvian nuevo sol and.gaemerally, our results are positively affected
when the U.S. dollar strengthens in relation tséhforeign currencies and adversely affected wherttS. dollar weakens in relation to those foreigmencies. Following is a summary of estimated
annual payments and the impact of changes in for@igrency rates on our annual operating costs:

10% Change il

Exchange Rate per ¢ Exchange Rat
at December 3! Estimated Annual Paymer (in millions) ®
2010 2009 2008 (in local currency (in millions) 2 Increase Decreast

Indonesia

Rupiah 8,99( 9,42( 10,85( 2.8trillion $ 311 $ (28) $ 35

Australian dolla 0.9¢ 1.12 1.4z 250 million $ 258 $ 23) $ 28
South America

Chilean pes: 46€ 50€ 64¢€ 240 billion  $ 51z $ 47 $ 57

Peruvian nuevo si 2.81 2.8¢ 3.17 280 million $ 10 $ 9 $ 11
Atlantic Copper

Euro 0.7¢ 0.6¢ 0.7z 100 million  $ 134 3 12 s 15

a. Based on December 31, 2010, exchange r
b. Reflects the estimated impact on annual operatisgsa@assuming a 10 percent increase or decre#fse é@xchange rate reported at December 31, :
Interest Rate Risk

At December 31, 2010, we had total debt of $4.8ohi| of which approximately 4 percent was variatadee debt with interest rates based on LIBOR erBhro Interbank Offered Rate (EURIBOR).
The table below presents average interest ratesufoscheduled maturities of principal for our déaitgling debt and the related fair values at Dece®bg2010 (in millions, except percentages):

2011 2012 2013 2014 2015 Thereaftel Fair Value
Fixec-rate deb $ 85 $ 1 38 1 3 1 3 1,08C $ 3,41t $ 4,97¢
Average interest raf 8.7% 5.8% 5.7% 5.7% 8.2% 8.2% 8.2%
Variable-rate deb $ 0 % - 3 - $ - $ - 3 16z % 172
Average interest rat 0.8% 4.(% 3.8%

NEW ACCOUNTING STANDARDS
We do not expect the impact of recently issued attiog standards to have a significant impact anfoture financial statements and disclosures.
OFF-BALANCE SHEET ARRANGEMENTS

Refer to Note 14 for discussion of off-balance skemngements.
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PRODUCT REVENUES AND PRODUCTION COSTS

Unit net cash costs per pound of copper and molylntieare measures intended to provide investorsimfitihmation about the cash-generating capacityufmining operations expressed on a basis
relating to the primary metal product for the restjppe operations. We use this measure for the gam@ose and for monitoring operating performancetnymining operations. This information
differs from measures of performance determineatzordance with U.S. GAAP and should not be consila isolation or as a substitute for measurgsedformance determined in accordance with
U.S. GAAP. This measure is presented by other metaling companies, although our measure may nobb®arable to similarly titted measures reportgdther companies.

We present gross profit per pound of copper irféllewing tables using both a “by-product” methautea “co-product” method. We use the by-producthoeétin our presentation of gross profit per
pound of copper because (i) the majority of ouereies are copper revenues, (ii) we mine ore, wtoaiains copper, gold, molybdenum and other me(ié)s is not possible to specifically assign

of our costs to revenues from the copper, goldybu#num and other metals we produce, (iv) it istie¢hod used to compare mining operations in geitaiustry publications and (v) it is the method
used by our management and the Board to monitaatpes. In the co-product method presentationwesiared costs are allocated to the differentyetsdbased on their relative revenue values,
which will vary to the extent our metals sales vo&s and realized prices change.

We show revenue adjustments for prior period opéessas separate line items. Because the pricingtatents do not result from current period saleshave reflected these separately from revenues
on current period sales. Noncash and other costEstof items such as stock-based compensatids, ¢d3M inventory adjustments, writgffs of equipment and/or unusual charges. Theyar®ve(
from site production and delivery costs in the gkdtion of unit net cash costs. As discussed abgeid, molybdenum and other metal revenues at cappees are reflected as credits against site
production and delivery costs in the by-producthodt Following are presentations under both thetmgluct and co-product methods together with reiiations to amounts reported in our
consolidated financial statements.
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Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustments

Site production and delivery, before net nonc
and other costs shown bel(
By-product credit@
Treatment charge
Net cash cost
Depreciation, depletion and amortizati
Noncash and other costs, |
Total costs
Revenue adjustments, primarily for hedg
Idle facility and other nc-inventoriable cost

Gross profit

Reconciliation to Amounts Report
(In millions)

Totals presented abo'

Treatment charges per abc

Net noncash and other costs per ak

Revenue adjustments, primarily for hedging per at
Idle facility and other nc-inventoriable costs per abo
Eliminations and othe

North America copper mine

South America minin

Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin

Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

North America Copper Mines Product Revenues and Pruction Costs

By-Product Co-Product Methot
Method Copper Molybdenuma Total
3$ 3,70z $ 3,70 $ 38 $ 58 4,147
1,621 1,45¢ 19t 29 1,68(
(382 - - - -
10% 10z — 3 10%
1,344 1,55¢ 19t 32 1,78¢
25€ 241 13 2 25€
131 131 — — 131
1,731 1,93( 20€ 34 2,172
(2 &) - - (2
(87 (86) @ - (87)
$ 1,88 $ 168: $ 174 $ 24 1,882
Depreciation
Production Depletion anc
Revenue: and Delivery Amortization
$ 4,14 $ 1,68( $ 25€
N/A 10t N/A
N/A 131 N/A
2 N/A N/A
N/A 87 N/A
(5 12 17
4,13€ 2,01t 278
4,991 1,67¢ 25C
6,371 1,904 257
1,10¢ 48¢ 12¢
1,20t 784 51
4,47C 4,44: 8
2,491 2,47( 38
(5,799 (5,42¢) 31
$ 18,98: $ 8,35¢ $ 1,03¢

a. Molybdenum b-product credits and revenues reflect volumes predat markebased pricing and also include tolling revenueSietrita.

b. Includes gold and silver product revenues and priiaiu costs
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Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustments

Site production and delivery, before net nonc
and other costs shown bel(
By-product credit@
Treatment charge
Net cash cost
Depreciation, depletion and amortizati
Noncash and other costs, |
Total costs
Revenue adjustments, primarily for hedg
Idle facility and other nc-inventoriable cost

Gross profit

Reconciliation to Amounts Report
(In millions)

Totals presented abo'

Treatment charges per abc

Net noncash and other costs per ak

Revenue adjustments, primarily for hedging per at
Idle facility and other nc-inventoriable costs per abo
Eliminations and othe

North America copper mine

South America minin

Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin

Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

North America Copper Mines Product Revenues and Pruction Costs (continued)

By-Product Co-Product Methot
Method Copper Molybdenuma Otherb Total
3$ 2,82 $ 2,82: $ 274 $ 45 3,142
1,48: 1,36¢ 14z 22 1,52¢
(274 - - - -
10z 10C — 2 10z
1,311 1,464 14z 24 1,63C
264 251 10 3 264
12¢ 127 2 - 12¢
1,704 1,842 154 27 2,02¢
92 92 - - 92
(100 (100) - - (100)
$ 1,111 $ 97¢ $ 12C $ 18 1,111
Depreciation
Production Depletion anc
Revenue: and Delivery Amortization
$ 3,14z $ 1,52¢ $ 264
N/A 10z N/A
N/A 12¢ N/A
92 N/A N/A
N/A 10C N/A
1 52 16
3,23t 1,911 28C
3,83¢ 1,56% 27¢
5,90¢ 1,50¢ 27¢
38¢ 31t 66
847 66(° 49
3,35¢ 3,33¢ 8
1,892 1,89¢ 36
(4,42€) (4,150 25
$ 15,04( $ 7,03t $ 1,014

a. Molybdenum b-product credits and revenues reflect volumes predat markebased pricing and also include tolling revenueSietrita.

b. Includes gold and silver product revenues and priiaiu costs

c. Includes LCM molybdenum inventory adjustments o $dillion.
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Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustments

Site production and delivery, before net nonc
and other costs shown bel(
By-product credit@
Treatment charge
Net cash cost
Depreciation, depletion and amortizati
Noncash and other costs, |
Total costs
Revenue adjustments, primarily for hedg
Idle facility and other nc-inventoriable cost

Gross profit

Reconciliation to Amounts Report
(In millions)

Totals presented abo'

Treatment charges per abc

Net noncash and other costs per ak

Revenue adjustments, primarily for hedging per at
Idle facility and other nc-inventoriable costs per abo
Eliminations and othe

North America copper mine

South America minin

Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin

Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

North America Copper Mines Product Revenues and Pruction Costs (continued)

By-Product Co-Product Methot
Method Copper Molybdenuma Otherb Total
3$ 4,382 $ 4,38: $ 89z $ 72 5,34¢
2,681 2,32¢ 374 35 2,73t
(910 - - - -
134 13C — 4 134
1,90¢ 2,45¢ 374 39 2,86¢
758 664 83 6 758
745 701 39 3 745
3,401 3,821 49€ 48 4,36¢
(72) (72) - - (72)
(89 (83) @ - (89
$ 82t $ 407 $ 394 $ 24 82t
Depreciation
Production Depletion anc
Revenue: and Delivery Amortization
$ 5,34¢ $ 2,73t $ 75
N/A 134 N/A
N/A 74%c N/A
(72) N/A N/A
N/A 85 N/A
(10) 11 17
5,26t 3,70¢ 77C
4,16€ 1,85¢ 511
3,417 1,792 222
- 16 6
2,48¢ 1,62¢ 19z
5,557 5,527 8
2,341 2,27¢ 35
(5,437) (5,604) 38
$ 17,79¢ $ 11,19¢ $ 1,782

a. Molybdenum b-product credits and revenues reflect volumes predat markebased pricing and also include tolling revenueSietrita.

b. Includes gold and silver product revenues and priiaiu costs

c. Includes charges totaling $661 million for LCM imtery adjustments

d. Includes LCM inventory adjustments of $782 millit
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South America Mining Product Revenues and Productio Costs

Year Ended December 31, 2C

By-Product Co-Product Methoc
(In millions) Method Copper Other2 Total
Revenues, excluding adjustme $ 4,911 $ 4911 $ 29¢ $ 5,21(
Site production and delivery, before net nonc
and other costs shown belt 1,61% 1,521 11C 1,631
By-product credit: (281) - - -
Treatment charge 207 207 - 207
Net cash cost 1,53¢ 1,72¢ 11C 1,83¢
Depreciation, depletion and amortizati 24¢ 237 12 24¢
Noncash and other costs, | 18 18 1 19
Total costs 1,807 1,98: 12z 2,10¢
Revenue adjustments, primarily for pricing on p
year open sale (14) (14) - (14)
Other nok-inventoriable cost (44 (40 G} (44
Gross profil $ 3,046 $ 287 $ 17z $ 3,04¢
Reconciliation to Amounts Report
(In millions) Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
Totals presented abo' $ 521C $ 1631 $ 24¢
Treatment charges per abc (207) N/A N/A
Net noncash and other costs per ak N/A 19 N/A
Revenue adjustments, primarily for pricing on p
year open sales per abc (14) N/A N/A
Other norinventoriable costs per abo N/A 44 N/A
Eliminations and othe 2 (16) 1
South America minint 4,991 1,67¢ 25C
North America copper mine 4,13¢ 2,01t 272
Indonesia mining 6,371 1,90« 257
Africa mining 1,10€ 48¢ 12€
Molybdenum 1,20¢ 784 51
Rod & Refining 4,47( 4,44: 8
Atlantic Copper Smelting & Refinin 2,491 2,47 38
Corporate, other & eliminatior (5,799 (5,429 31
As reported in FC’s consolidated financial stateme $ 1898: $ 835¢ $ 1,03¢

a. Includes gold, silver and molybdenum product reesnand production cos'
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South America Mining Product Revenues and Productio Costs (continued)

Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustme

Site production and delivery, before net nonc

and other costs shown belt

By-product credit:
Treatment charge

Net cash cost

Depreciation, depletion and amortizati
Noncash and other costs, |

Total costs

Revenue adjustments, primarily for pricing on p

year open sale

Other norinventoriable cost
Gross profil

Reconciliation to Amounts Report
(In millions)

Totals presented abo

Treatment charges per abc

Net noncash and other costs per ak

Revenue adjustments, primarily for pricing on p

year open sales per abc

Other norinventoriable costs per abo
Eliminations and othe

South America minint

North America copper mine
Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin
Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

a.

b.

Includes gold, silver and molybdenum product reesnand production cos'

Includes LCM molybdenum inventory adjustments d® $dillion.

108

By-Product Co-Product Methoc
Method Copper Othera Total
3,76¢ $ 3,76¢ $ 167 $ 3,93t
1,512 1,42¢ 91 1,52(
(159) - - -
20€ 20€ — 20€
1,55¢ 1,63¢ 91 1,72¢
27t 261 8 27t
28 28 — 28
1,86: 1,93( 99 2,02¢
10¢ 10¢ - 10¢
@31 (26) ©) (39)
198 $ 1,921 $ 63 $ 1,984
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
3,93t $ 1520 $ 27¢
(20€) N/A N/A
N/A 28 N/A
10¢ N/A N/A
N/A 31 N/A
1 (16) —
3,83¢ 1,56% 27¢
3,23t 1,911 28C
5,90¢ 1,50¢ 27¢
38¢ 31t 66
847 660 49
3,35¢ 3,33¢ 8
1,892 1,89¢ 36
(4,426 (4,150 25
15,04C $ 7,03% $ 1,014
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South America Mining Product Revenues and Productio Costs (continued)

Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustme

Site production and delivery, before net nonc

and other costs shown belt

By-product credit:
Treatment charge

Net cash cost

Depreciation, depletion and amortizati
Noncash and other costs, |

Total costs

Revenue adjustments, primarily for pricing on p

year open sale

Other norinventoriable cost
Gross profil

Reconciliation to Amounts Report
(In millions)

Totals presented abo

Treatment charges per abc

Net noncash and other costs per ak

Revenue adjustments, primarily for pricing on p

year open sales per abc

Other norinventoriable costs per abo
Eliminations and othe

South America minint

North America copper mine
Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin
Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

a.
b.

C.

Includes gold, silver and molybdenum product reesnand production cos'
Includes charges totaling $10 million for LCM intery adjustments

Includes LCM inventory adjustments of $782 millic
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By-Product Co-Product Methoc
Method Copper Othera Total
3,91 $ 391 $ 21€ $ 4,12€
1,711 1,631 10z 1,73¢
(199 - - -
211 211 — 211
1,72¢ 1,842 10z 1,944
50€ 48: 25 50€
10%b 10C 3 108
2,33¢ 2,42t 13C 2,55t
23C 23( - 23C
37 (39 (©) (37)
1,76¢ $ 1,681 $ 83 $ 1,764
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
4,12¢ $ 1,73 $ 50€
(211) N/A N/A
N/A 103 N/A
23C N/A N/A
N/A 37 N/A
21 (19 3
4,16¢€ 1,85¢ 511
5,26t 3,70¢ 77C
3,417 1,792 222
- 16 6
2,48¢ 1,62¢ 19z
5,557 5,527 8
2,341 2,27¢ 35
(5,439 (5,609 38
17,79¢ $ 11,19¢ $ 1,782
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Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustme

Site production and delivery, before net nonc
and other costs shown bel(

Gold and silver credit

Treatment charge

Royalty on metal
Net cash (credits) cos

Depreciation and amortizatic

Noncash and other costs, |
Total costs

Revenue adjustments, primarily for pricing on p
year open sale

PT Smelting intercompany pro

Gross profit

Reconciliation to Amounts Report
(In millions)

Totals presented abo'

Treatment charges per abc

Royalty on metals per abo

Net noncash and other costs per ak

Revenue adjustments, primarily for pricing on p
year open sales per abc

Indonesia mining

North America copper mine

South America minini

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin

Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

Indonesia Mining Product Revenues and Production Csis

By-Product Co-Product Methoc
Method Copper Gold Silver Total
$ 4,478 $ 4,478 $ 2,247 $ QN 3 6,80¢
1,85¢ 1,22( 612 24 1,85¢
(2,339 - - - -
27C 17¢ 89 3 27C
15€ 102 51 3 15€
(52 1,50( 752 30 2,28:
257 16¢ 85 8 257
48 31 16 1 48
258 1,70C 852 34 2,581
(6) (6) 1 - (5)
(42 (28) a3 @ (42
$ 417: $ 2,741 $ 137¢ $ 55 $ 4,17¢
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
$ 6,80¢ $ 1,85¢ $ 257
(270) N/A N/A
(15€) N/A N/A
N/A 48 N/A
(5) N/A N/A
6,371 1,904 257
4,13¢ 2,01t 278
4,991 1,67¢ 25(
1,10¢ 48¢ 12¢
1,20¢ 784 51
4,47( 4,447 8
2,491 2,47( 38
(5,799 (5,42%) 31
$ 18,98: $ 8,35¢ $ 1,03¢
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Indonesia Mining Product Revenues and Production Gsis (continued)

Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustme

Site production and delivery, before net nonc

and other costs shown belt

Gold and silver credit
Treatment charge
Royalty on metal

Net cash (credits) cos

Depreciation and amortizatic
Noncash and other costs, |

Total (credits) cost

Revenue adjustments, primarily for pricing on p

year open sale

PT Smelting intercompany pro
Gross profit

Reconciliation to Amounts Report
(In millions)

Totals presented abo'

Treatment charges per abc

Royalty on metals per abo

Net noncash and other costs per ak

Revenue adjustments, primarily for pricing on p

year open sales per abc

Indonesia mining

North America copper mine

South America minini

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin
Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

a.

Includes LCM molybdenum inventory adjustments d® $dillion.

By-Product Co-Product Methoc
Method Copper Gold Silver Total
3,70¢ $ 3,70¢ $ 2,521 $ 73 $ 6,30¢
1,46¢ 862 58¢ 17 1,46¢
(2,606 - - - -
31z 18¢ 12t 4 31z
147 86 58 2 147
(679) 1,131 778 23 1,927
27t 162 11C 3 27t
37 22 15 - 37
(367) 1,31¢ 89¢ 26 2,23¢
53 53 5 1 59
(54 (32 (29 @ (549
407 $ 241 $ 1615 $ 47 3 4,07¢
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
6,30¢ $ 1,468 $ 27¢
(312) N/A N/A
147 N/A N/A
N/A 37 N/A
58 N/A N/A
5,90¢ 1,50¢ 27¢
3,23t 1,911 28(
3,83¢ 1,56% 27t
38¢ Bille 66
847 66(2 49
3,35¢ 3,33¢ 8
1,892 1,89¢ 36
(4,426 (4,150 25
15,04C $ 7,032 $ 1,01¢
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Year Ended December 31, 2C

(In millions)
Revenues, excluding adjustme

Site production and delivery, before net nonc
and other costs shown bel(

Gold and silver credit

Treatment charge

Royalty on metal
Net cash cost

Depreciation and amortizatic

Noncash and other costs, |
Total costs

Revenue adjustments, primarily for pricing on p
year open sale

PT Smelting intercompany pro

Gross profit

Reconciliation to Amounts Report
(In millions)

Totals presented abo'

Treatment charges per abc

Royalty on metals per abo

Net noncash and other costs per ak

Revenue adjustments, primarily for pricing on p
year open sales per abc

Indonesia mining

North America copper mine

South America minini

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refinin

Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

a. Includes LCM inventory adjustments of $782 millic

Indonesia Mining Product Revenues and Production Gsis (continued)

By-Product Co-Product Methoc
Method Copper Gold Silver Total
$ 2,62¢ $ 2,62¢ $ 1,01¢ $ 49 3,69t
1,762 1,252 487 23 1,762
(1,07%) - - - -
26€ 19C 74 4 26¢
NIk 80 31 2 112
1,06¢ 1,522 592 29 2,14
22z 15¢ 61 8 22z
30 22 8 - 30
1,32( 1,70z 661 32 2,39t
90 90 7 98
17 12 &) — 17
$ 141 $ 1,026 $ 36 $ 18 1,41f
Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
$ 3,69t $ 1,762 $ 22z
(26€) N/A N/A
(113) N/A N/A
N/A 30 N/A
98 N/A N/A
3,417 1,792 22z
5,26¢ 3,70¢ 77C
4,16€ 1,85¢ 511
- 16 6
2,48¢ 1,62¢ 19z
5,557 5,527 8
2,341 2,27¢ 35
(5,439 (5,604 38
$ 17,79¢ $ 11,19é $ 1,782
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Africa Mining Product Revenues and Production Costs

Year Ended December 31, 2C

By-Product Co-Product Methot
(In millions) Method Copper Cobalt Total
Revenues, excluding adjustme? $ 904 $ 904 $ 21€ $ 1,127
Site production and delivery, before net nonc
and other costs shown bel( 36€ 328 11& 43¢
Cobalt credit® (150) - - -
Royalty on metal 20 16 4 20
Net cash cost 23€ 33¢ 11¢ 45¢
Depreciation, depletion and amortizati 12¢ 107 21 12¢
Noncash and other costs, | 30 26 4 30
Total costs 394 472 144 61€
Revenue adjustments, primarily for pricing on p
year open sale - - 4 4
Other norinventoriable cost (20) n €©) (20
Gross profit $ 49C $ 415 $ 7% % 49C
Reconciliation to Amounts Report
(In millions) Depreciation
Productior Depletion anc
Revenue: and Delivery Amortization
Totals presented abo' $ 1,12: $ 43t $ 12¢
Royalty on metals per abo (20) N/A N/A
Net noncash and other costs per ak N/A 30 N/A
Revenue adjustments, primarily for pricing on p
year open sales per abc 4 N/A N/A
Other norinventoriable costs per abo N/A 20 N/A
Africa mining 1,10¢€ 48¢ 12¢
North America copper mine 4,13¢ 2,01t 27¢
South America minint 4,991 1,67¢ 25C
Indonesia mining 6,371 1,90« 257
Molybdenum 1,20% 784 51
Rod & Refining 4,47 4,447 8
Atlantic Copper Smelting & Refinin 2,491 2,47 38
Corporate, other & eliminatior (5,799 (5,429 31
As reported in FC’s consolidated financial stateme $ 1898: $ 835 $ 1,03¢

a. Includes adjustments for pc-of-sale transportation costs as negotiated in custoorgracts

b. Net of cobalt downstream processing and freightsc
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(In millions)
Revenues, excluding adjustme

Site production and delivery, before net nonc
and other costs shown belt
Treatment charges and ott
Net cash cost
Depreciation, depletion and amortizati
Noncash and other costs, |
Total costs

Gross profie

Reconciliation to Amounts Report
(In millions)

Year Ended December 31, 2C
Totals presented abo

Treatment charges and other per at
Net noncash and other costs per ak
Henderson min

Other molybdenum operations and eliminatic
Molybdenum

North America copper mine

South America minin

Indonesia mining

Africa mining

Rod & Refining

Atlantic Copper Smelting & Refinin
Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

Year Ended December 31, 20
Totals presented abo'

Treatment charges and other per akt
Net noncash and other costs per ak
Henderson min

Other molybdenum operations and eliminati¢
Molybdenum

North America copper mine

South America minin

Indonesia mining

Africa mining

Rod & Refining

Atlantic Copper Smelting & Refinin
Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

Year Ended December 31, 2C
Totals presented abo

Treatment charges per abc

Net noncash and other costs per ak
Henderson min

Other molybdenum operations and eliminati¢
Molybdenum

North America copper min¢

South America minint

Indonesia mining

Africa mining

Rod & Refining

Atlantic Copper Smelting & Refinin
Corporate, other & eliminatior

As reported in FC’s consolidated financial stateme

Henderson Molybdenum Mine Product Revenues and Pduction Costs

Years Ended December &

2010 20092 20082
$ 637 $ 347 $ 1,20¢
193 14¢ 21€
43 30 27
23€ 17¢ 243
34 26 172
1 1 7
271 20¢E 422
$ 366 $ 14z $ 787
Productior Depreciation
and Depletion anc
Revenue: Delivery Amortization
$ 637 $ 19t % 34
(43) N/A N/A
N/A 1 N/A
594 194 34
611 59C 17
1,20¢ 784 51
4,13¢ 2,01t 27¢
4,991 1,67¢ 25(
6,371 1,90« 257
1,10€ 48¢ 12¢
4,47( 4,447 8
2,491 2,47( 38
(5,799 (5,42%) 31
$ 18,98: $ 8,35¢ $ 1,03¢
$ 347 $ 148 $ 26
(30) N/A N/A
N/A 1 N/A
317 14¢ 26
53C 5114 23
847 66C 49
3,23t 1,911 28(
3,83¢ 1,562 27t
5,90¢ 1,50¢ 27t
38¢ 31t 66
3,35¢ 3,33¢ 8
1,89z 1,89¢ 36
(4,42¢) (4,150) 25
$ 15,04( $ 7,034 $ 1,01
$ 1,20¢ $ 21€ $ 17z
(27) N/A N/A
N/A 7 N/A
1,182 22% 172
1,30€ 1,40¢d 20
2,48¢ 1,62¢ 192
5,26t 3,70¢ 77C
4,16¢ 1,85¢ 511
3,41z 1,79z 22z
- 16 6
5,557 5,527 8
2,341 2,27¢ 35
(5,437%) (5,604 38
$ 17,79¢ $ 11,19¢ $ 1,78
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a. Revenues and costs were adjusted to include fraighhtiownstream conversion costs in net cash apstss profit was not affected by these adjustm:

b. Gross profit reflects sales of Henderson produaged on volumes produced at market-based pricing €nsolidated basis, the Molybdenum segmenides! profits on sales as they are made
to third parties and realizations based on actoiiract terms. As a result, the actual gross preéitized will differ from the amounts reportedfiis table.

c. Primarily includes amounts associated with the tdgnum sales company, which includes sales of rdelybbm produced as a-product at our North and South America copper mi
d. Includes LCM molybdenum inventory adjustments dd $dillion in 2009 and $100 million in 200

e. Includes LCM inventory adjustments of $782 millic

CAUTIONARY STATEMENT

Our discussion and analysis contains forward-loglstatements in which we discuss factors we belieay affect our future performance. Forward-logkitatements are all statements other than
statements of historical facts, such as thosemtaits regarding projected ore grades and millitesrgrojected production and sales volumes, pegjaanit net cash costs, projected operating cash
flows, projected commaodity prices, projected cdpatgenditures, projected exploration efforts agsbits, projected mine production and developmiamtsp the impact of deferred intercompany
profits on earnings, liquidity, other financial coritments and tax rates, the impact of copper, gollybdenum and cobalt price changes, reserve attinpotential prepayments of debt, future
dividend payments and potential share purchashe.wbrds “anticipates,” “may,” “can,” “plans,” “beles,” “estimates,” “expects,” “projects,” “intesd “likely,” “will,” “should,” “to be,” and any
similar expressions are intended to identify thassertions as forward-looking statements. Theadatbn of dividends is at the discretion of ouraBbof Directors and will depend on our financial

results, cash requirements, future prospects, #rat tactors deemed relevant by the Board.

In making any forward-looking statements, we bai@vat the expectations are based on reasonabimpissns. We caution readers that those statenaeatsot guarantees of future performance and
our actual results may differ materially from th@sicipated, projected or assumed in the forwaokihg statements. Important factors that cane€aus actual results to differ materially from teos
anticipated in the forward-looking statements idelcommodity prices, mine sequencing, productioestandustry risks, regulatory changes, politiests, the potential effects of violence in
Indonesia, documentation of the outcome of theraohteview process and resolution of administeatlisputes in the Democratic Republic of Congdsriglated to the investment in McMoRan
Exploration Co., weather-related risks, labor iela&, environmental risks, litigation results, @ncy translation risks and other factors describedore detail under the heading “Risk Factorsdim
Annual Report on Form 10-K for the year ended Ddzeam31, 2010, filed with the SEC.

Investors are cautioned that many of the assumpbanwhich our forward-looking statements are basedikely to change after our forward-lookingtstaents are made, including for example
commodity prices, which we cannot control, and pidhn volumes and costs, some aspects of whictnayeor may not be able to control. Further, we magke changes to our business plans that
could or will affect our results. We caution invarstthat we do not intend to update our forwarding statements notwithstanding any changes irmesumptions, changes in our business plans, our
actual experience, or other changes, and we uk@entobligation to update any forward-looking etaeénts more frequently than quarterly.
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| tem 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 Inofd3ecember 31, 2010 and 2009, and the relatesotiolated statements of operations,
equity and cash flows for each of the three yaathe period ended December 31, 2010. These fiabsteitements are the responsibility of the Comjgamanagement. Our responsibility is to express
an opinion on these financial statements basedipawlits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafiqUnited States). Those standards require tegilan and perform the audit to obtain
reasonable assurance about whether the finanatahsents are free of material misstatement. Antautliides examining, on a test basis, evidencpatipg the amounts and disclosures in the
financial statements. An audit also includes ag&sgdhe accounting principles used and signifiesiimates made by management, as well as evaluhgrgyerall financial statement presentation.
believe that our audits provide a reasonable Bassur opinion.

In our opinion, the financial statements refereatove present fairly, in all material respedts, ¢onsolidated financial position of Freeport-MdRém Copper & Gold Inc. at December 31, 2010 and
2009, and the consolidated results of its operaténd its cash flows for each of the three yeatsérperiod ended December 31, 2010, in conformitly U.S. generally accepted accounting
principles.

As discussed in Note 1 to the consolidated findrst&ements, the Company changed its method ofuating for noncontrolling interests with the adoptof the guidance originally issued in FASB
Statement No. 160 oncontrolling Interests in Consolidated Financ&thtementécodified in FASB ASC Topic 81@Consolidation) effective January 1, 2009.

We also have audited, in accordance with the stasdzf the Public Company Accounting Oversight Bo@inited States), Freeport-McMoRan Copper & Golel’s internal control over financial
reporting as of December 31, 2010, based on aitstablished in Internal Control-Integrated Fraorvissued by the Committee of Sponsoring Orgaiuratof the Treadway Commission and our
report dated February 25, 2011 expressed an ufigdadpinion thereon.

/sl Ernst & Young LLP

Phoenix, Arizona
February 25, 2011
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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 aaidtaining adequate internal control over finanoggorting. Internal control over financial
reporting is defined in Rule 13a-15(f) or 15d-15(f)der the Securities Exchange Act of 1934 as egsmdesigned by, or under the supervision ofCtrapany’s principal executive and principal
financial officers and effected by the Company’saBbof Directors, management and other persormekdvide reasonable assurance regarding the iligliadf financial reporting and the preparation
of financial statements for external purposes toetance with generally accepted accounting priesipnd includes those policies and procedures that

Pertain to the maintenance of records that in regtsle detail accurately and fairly reflect the s@actions and dispositions of the Com[’s assets

Provide reasonable assurance that transactioms@aled as necessary to permit preparation ofifiahstatements in accordance with generally aedepccounting principles, and that rece
and expenditures of the Company are being madeiom@gcordance with authorizations of managemedtdarectors of the Company; a

Provide reasonable assurance regarding preventiimely detection of unauthorized acquisition, oselisposition of the Company’s assets that cbialk a material effect on the financial
statements

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Projections of any evaluatioeffafctiveness to future periods are subject taigie
that controls may become inadequate because ofekan conditions, or that the degree of compliamitle the policies or procedures 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 ced
by this annual report on Form 10-K. In making @$sessment, our management used the criteriargetrfdnternal Control-Integrated Framework issbidhe Committee of Sponsoring
Organizations of the Treadway Commission (COSO¥eBaon our management’s assessment, managemehtdszhthat, as of December 31, 2010, our Compantesnal control over financial
reporting is effective based on the COSO criteria.

Ernst & Young LLP, an independent registered puédicounting firm, who audited the Company’s comiikd financial statements included in this ForrKl1@as issued an attestation report on the
Company'’s internal control over financial reportimghich is included herein.

/s/ Richard C. Adkersc /s/ Kathleen L. Quirl
Richard C. Adkerso Kathleen L. Quirk
President and Chief Executive Offic Executive Vice Presider

Chief Financial Officer and Treasui
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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'$riaternal control over financial reporting asécember 31, 2010, based on criteria establishethtarnal Control-Integrated Framework
issued by the Committee of Sponsoring Organizatidrike Treadway Commission (the COSO criteriagelport-McMoRan Copper & Gold Inc.’s managemenegponsible for maintaining effective
internal control over financial reporting, and fsrassessment of the effectiveness of internatraebaver financial reporting included in the acquanying Management’s Report on Internal Control
Over Financial Reporting. Our responsibility isetgpress an opinion on the company’s internal cootrer financial reporting based on our audit.

We conducted our audit in accordance with the statgdof the Public Company Accounting Oversightid&nited States). Those standards require thailareand perform the audit to obtain
reasonable assurance about whether effective aiteomtrol over financial reporting was maintairiell material respects. Our audit included obitagran understanding of internal control over
financial reporting, assessing the risk that a neltezeakness exists, testing and evaluating tisggdeand operating effectiveness of internal cditased on the assessed risk, and performing such
other procedures as we considered necessary @irthenstances. We believe that our audit provide=aaonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of financial repog and the preparation of financial statements for
external purposes in accordance with generally@iedeaccounting principles. A company’s internaitcol over financial reporting includes those piglicand procedures that (1) pertain to the
maintenance of records that, in reasonable detzilrately and fairly reflect the transactions dispositions of the assets of the company; (2) ipereasonable assurance that transactions are
recorded as necessary to permit preparation ofiiahstatements in accordance with generally aecegccounting principles, and that receipts ameditures of the company are being made or
accordance with authorizations of management ardtdirs of the company; and (3) provide reasonafderrance regarding prevention or timely deteafamauthorized acquisition, use or
disposition of the company’s assets that could lzareterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of any evatueatf effectiveness to future periods are subject t
the risk that controls may become inadequate becafushanges in conditions, or that the degreeofidiance with the policies or procedures may detate.

In our opinion, Freeport-McMoRan Copper & Gold Intaintained, in all material respects, effectivietinal control over financial reporting as of Det®m31, 2010, based on the COSO criteria.
We also have audited, in accordance with the stasdzf the Public Company Accounting Oversight Bo@inited States), the consolidated balance slééiseeport-McMoRan Copper & Gold Inc.
as of December 31, 2010 and 2009 and the relatesbtidated statements of operations, equity ank fta&s for each of the three years in the periodesl December 31, 2010, and our report dated
February 25, 2011 expressed an unqualified opitiiereon.

/sl Ernst & Young LLP

Phoenix, Arizona
February 25, 2011

118




Table of Content

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December &

2010 2009 2008
(In Millions, Except Per Share Amoun'
Revenue: $ 18,98: $ 15,04C $ 17,79¢
Cost of sales
Production and deliver 8,35¢ 7,01¢ 10,41¢
Depreciation, depletion and amortizat 1,03¢ 1,01« 1,782
Lower of cost or market inventory adjustme - 19 782
Total cost of sale 9,39( 8,04¢ 12,98(
Selling, general and administrative exper 381 321 26¢
Exploration and research expen 14z 90 29z
Long-lived asset impairments and other chai - 77 10,97¢
Goodwill impairment — - 5,987
Total costs and expens 9,914 8,53 30,50¢
Operating income (los: 9,06¢ 6,507 (12,710
Interest expense, n (462) (58€) (584)
Losses on early extinguishment of d (81) (48) (6)
Other expense, n 13 (53 ©
Income (loss) before income taxes and equity iitiatid
companie’ net earning: 8,51z 5,81¢ (13,309
(Provision for) benefit from income tax (2,989 (2,309) 2,84¢
Equity in affiliated compani¢ net earning: 15 25 15
Net income (loss 5,544 3,53¢ (10,45()
Net income attributable to noncontrolling intere (1,209¢) (785) (617)
Preferred dividends and losses on induced conves (63 (222) (274
Net income (loss) attributable to FCX common stadttars $ 427¢ % 2,521 $ (11,347
Net income (loss) per share attributable to FCX mmm stockholders:
Basic $ 4.67 $ 3.0t $ (14.86¢)
Diluted $ 457 $ 2.9: $ (14.8¢)
Weighte-average common shares outstandir
Basic 91F 82¢ 768
Diluted 94¢ 93¢ 768
Dividends declared per share of common stc $ 112t $ 0.07t $ 0.687

*  Reflects the February 1, 2011, two-for-onecktsplit (refer to Note 11 for further discussion)

The accompanying Notes to Consolidated FinancateStents are an integral part of these financiéstents.
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Cash flow from operating activitie
Net income (loss
Adjustments to reconcile net income (loss) to rehcprovided b
operating activities
Depreciation, depletion and amortizati
Asset impairments, including goodw
Lower of cost or market inventory adjustme
Stocl-based compensatic
Charges for reclamation and environmental obligestj
including accretior
Payments of reclamation and environmental obliga
Losses on early extinguishment of d
Deferred income taxe
Increase in lon-term mill and leach stockpile
Changes in other assets and liabili
Amortization of intangible assets/liabilities antther, net
(Increases) decreases in working cap
Accounts receivabl
Inventories
Other current asse
Accounts payable and accrued liabilit
Accrued income and other taxes

Net cash provided by operating activit

Cash flow from investing activitie:

Capital expenditure:

North America copper mine

South Americe

Indonesie

Africa

Other
Investment in McMoRan Exploration C
Proceeds from sales of ass
Decrease in global reclamation and remediatiorn asset:
Other, ne’

Net cash used in investing activiti

Cash flow from financing activitie:
Net proceeds from sale of common st
Proceeds from revolving credit facility and othebt
Repayments of revolving credit facility and othebt
Purchases of FCX common stc
Cash dividends and distributions pe
Common stocl
Preferred stoc
Noncontrolling interest
Contributions from noncontrolling interes
Net proceeds from sto-based award
Excess tax benefit from stc-based award
Other, ne’
Net cash used in financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of '

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December &

2010 2009 2008
(In Millions)

$ 554 $ 3,53¢ $ (10,450
1,03¢ 1,01« 1,782
- - 16,85«
- 19 782
121 10z 98
167 191 181
(19€) (104 (205)
81 48 6
28€ 13t (4,65%)
(109) (96) (225)
79 201 89
92 128 76
(680) (962) 542
(599) (159) (47¢)
(24 87 (91)
331 (43¢) a7y
132 70z (767)
6,27: 4,397 3,37(
(239) (345) (609)
470 (164) (329
(43¢) (26€) (444)
(100) (659) (1,05¢)
179 (159) (274)
(500) - -
20 25 47
- - 43(
23 (39 (87)
(1,869 (1,609 (2,319)
- 74C -
70 33C 89(
1,729 (1,380 (76€)
- - (500
(885) - (699)
(95) (229) (255)
(81€) (535) (730)
28 57 201
81 6 22
19 8 25
- (4) -
(3,327) (1,017) (1,806
1,08: 1,78¢ (754)
2,65¢€ 872 1,62¢
$ 3,73¢ $ 2,65¢ $ 87z

The accompanying Notes to Consolidated FinancateStents are an integral part of these financiéstents.
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FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:
Cash and cash equivalel
Trade accounts receivat
Income tax receivable
Other accounts receivat
Inventories;
Product
Materials and supplies, n
Mill and leach stockpile
Other current assets
Total current asse
Property, plant, equipment and development cost:
Long-term mill and leach stockpile
Intangible assets, n
Other asset

Total asset

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable and accrued liabilit
Accrued income taxe
Dividends payabl:
Current portion of reclamation and environmentdigattions
Rio Tinto share of joint venture cash flo
Current portion of debt
Total current liabilities
Long-term debt, less current porti
Deferred income taxe
Reclamation and environmental obligations, lesseturportion
Other liabilities
Total liabilities

Equity:
FCX stockholder equity:
6%% Mandatory Convertible Preferred Stock, 29 shasuec
and outstanding at December 31, 2!
Common stock, par value $0.10, 1,067 shares and 8k
issued, respectively
Capital in excess of par valu
Accumulated defici
Accumulated other comprehensive |
Common stock held in treasu- 122 shares, at co
Total FCX stockholde’ equity
Noncontrolling interest
Total equity

Total liabilities and equit

*  Reflects the February 1, 2011, two-for-onecktsplit (refer to Note 11 for further discussion)

The accompanying Notes to Consolidated FinancateStents are an integral part of these financiestents.
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December 31

2010

2009

(In Millions, Except Par Values

$ 3,73¢
2,132

98

19¢

1,40¢

1,16¢

85¢€

254

9,851

16,78¢

1,42¢

32¢

997

$ 29,38¢

$ 2,441
64¢
24C
207
132

95
3,76:
4,66(
2,87:
2,071
1,45¢

14,82¢

107
18,75:

(2,590)

(329)

(3,449

12,50+

2,05¢

14,56(

$ 2038

$ 2,65¢
1,515

13¢

147

1,11C

1,09¢

667

104

7,43¢

16,19¢

1,321

347

70C

$ 25,99¢

$ 2,03¢
474
99

214
161

16
3,002
6,33(
2,50:
1,981
1,428
15,23¢

2,87t

o8
15,63

(5,80%)

(279

(3,419

9,11¢

1,63¢

10,75,

$ 25,99(




Table of Content

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF EQUITY

FCX Stockholder Equity

Accumt-
Convertible Mandatory lated
Perpetua Convertible Retainec  Other Common Stocl
Total
Preferred Stoc Preferred Stoc Common Stock’ Earnings Compre _Held in Treasun FCX
Capital
Numbe Numbe Number in (Accumt-  hensive Numbe Stocl- Non-
Excess
of At Par of At Par of At Par of lated Income of At holder? controllinc  Total
Par
Shares  Value Shares Value  Shares Value Value*  Deficit) (Loss) Shares  Cost Equity Interests  Equity
(In Millions)
Balance at January 1, 200! 1$ 1,10C 29 $ 2,87¢ 871 $ 87 $ 1337( $ 3,601 $ 42 114 $ (2,841 $ 18,23¢ $ 1,23¢ $ 19,47:
Conversions of 5%2% Convertit
Perpetual Preferred Sto - (26¢) - - 14 2 28¢ - - - - 23 - 23
Exercised and issued st-based award - - - - 4 - 17¢ - - - - 17¢ - 17¢
Stocl-based compensatic - - - - - - 10C - - - - 10C - 10C
Tax benefit for stoc-based award - - - - - - 13 - - - - 13 - 13
Tender of shares for stc-based award - - - - - - - - - 1 (61) (61) - (61)
Common stock purchast - - - - - - - - - 6 (500) (500) - (500
Dividends on common stoc - - - - - - - (527) - - - (527) - (527)
Dividends on preferred stot - - - - - - - (274) - - - (274 - (274)
Distributions to noncontrolling interes - - - - - - - - - - - - (730 (73C)
Contributions from noncontrolling interes - - - - - - - - - - - - 201 201
Comprehensive income (los
Net income (loss - - - - - - - (11,067 - - - (11,06Y) 617 (10,450
Other comprehensive income (los
net of taxes
Unrealized losses on securit - - - - - - - - 9) - - ()] - 9)
Translation adjustmel - - - - - - - - (4) - - (4) - (4)
Defined benefit plans
Net gain (loss) during period, net
taxes of $190 millior - - - - - - - - (34)) - - (341) 1 (340
Amortization of unrecognize
amounts - - - - - - - - 7 - - 7 = 7
Other comprehensive income (lo - - - - - - - - (347 - - (347 1 (346)
Total comprehensive income (lo = = = = = = = = = = - (11,419 61¢ _ (10,799
Balance at December 31, 20C 1% 83 29 $ 2,87¢ 88¢ $ 89 $ 1395. $ (8,267 $ (30%) 121 $ (3,40 % 577 % 1,326 $ 7,101

* Reflects the February 1, 2011, two-for-one ktsglit (refer to Note 11 for further discussion).

122




Table of Content

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF EQUITY
(continued)

FCX Stockholder Equity

Accumt-
Convertible Mandatory lated
Perpetua Convertible Retainec  Other Common Stocl
Total
Preferred Stoc Preferred Stoc Common Stock’ Earnings Compre- _Held in Treasun FCX
Capital
Numbe Numbe Number in (Accumt- hensive Numbe Stock- Non-
Excess
of At Par of At Par of At Par of lated Income of At holder? controlling  Total
Par
Shares Value Shares  Value Shares  Value Value*  Deficit) (Loss) Shares  Cost Equity  Interests Equity
(In Millions)
Balance at December 31, 20C 1$ 83 29 $ 2,87¢ 88¢ $ 89 $ 13,95 $ (8,267 $ (30%) 121 $ (3,409 $ 577¢ $ 1,32¢ $ 7,101
Conversions and redemptions of 5%

Convertible Perpetual Preferred St 1) (832 - - 36 4 827 - - - - (2) - (2)
Sale of common stoc - - - - 53 5 73t - - - - 74C - 74C
Exercised and issued st-based award - - - - 3 - 18 - - - - 18 - 18
Stocl-based compensatic - - - - - - 10C - - - - 10C - 10C
Tax benefit for stoc-based award - - - - - - 6 - - - - 6 - 6
Tender of shares for stc-based award - - - - - - - - - 1 (12) (12) - (11)
Dividends on common stoc - - - - - - - (65) - - - (65) - (65)
Dividends on preferred stot - - - - - - - (222) - - - (222) - (222)
Distributions to noncontrolling interes - - - - - - - - - - - - (53%) (53%)
Contributions from noncontrolling interes - - - - - - - - - - - - 59 59
Comprehensive incom

Net income - - - - - - - 2,74¢ - - - 2,74¢ 78t 3,563¢

Other comprehensive incorr

net of taxes
Unrealized gains on securiti - - - - - - - - 8 - - 3 - 3
Translation adjustmel - - - - - - - - 3 - - 3 - 3
Defined benefit plans
Net gain during period, net
taxes of $51 millior - - - - - - - - 8 - - 8 1 9
Amortization of unrecognized
amounts - - - - - - - - 18 - - 18 = 18

Other comprehensive incor - - - - - - - - 32 - - 32 1 33
Total comprehensive incon = = = = = = = = = = = 2,781 786 _ 3,561
Balance at December 31, 20C - $ - 29 $ 2,87¢ 981 $ 98 $ 15637 $ (5,809 % (279 122 $ (3,419 % 9,11¢ $ 1,63¢ $10,75:

* Reflects the February 1, 2011, two-for-one ktsglit (refer to Note 11 for further discussion).
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Balance at December 31, 20C
Conversions of 6¥% Mandato
Convertible

Preferred Stoc

Conversions of 7% Convertible Senior

Notes

Exercised and issued st-based award

Stocl-based compensatic

Tax benefit for stoc-based award
Tender of shares for stc-based award

Dividends on common stoc
Dividends on preferred stot

Distributions to noncontrolling interes
Contributions from noncontrolling interes

Comprehensive incom
Net income
Other comprehensive incon
net of taxes

Unrealized gains on securiti

Defined benefit plans

Net loss during period, net

taxes of $19 millior

Amortization of unrecognize

amounts
Other comprehensive incor
Total comprehensive incon
Balance at December 31, 201

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF EQUITY
(continued)

FCX Stockholder Equity

Accumt-
Convertible Mandatory lated
Perpetua Convertible Retainec  Other Common Stocl
Total
Preferred Stoc Preferred Stoc Common Stock’ Earnings Compre- _Held in Treasun EFCX
Capital
Numbe Numbe Number in (Accumt- hensive Numbe Stock- Non-
Excess
of At Par of At Par of At Par of lated Income of At holder? controlling  Total
Par
Shares Value Shares  Value Shares  Value Value*  Deficit) (Loss) Shares  Cost Equity  Interests Equity
(In Millions)

-3 29 $ 2,87¢ 981 $ 98 $ 15637 $ (5,80 $ (27%) 122 $ (3,419 % 9,11¢ $ 1,63¢ $10,75:
- (29) (2,879 79 8 2,867 - - - - - - -
- - - - 1 - - - - 1 - 1
- - 7 1 10¢ - - - - 11C - 11C
- - - - 12¢ - - - - 12¢ - 12¢
- - - - 8 - - - - 8 - 8
- - - - - - - - (28) (28) - (28)
- - - - - (1,05¢) - - - (1,05¢) - (1,059
- - - - - (63) - - - (63) - (63)
- - - - - - - - - - (81€) (816)
- - - - - - - - - - 28 28
- - - - - 4,33¢ - - - 4,33¢ 1,20¢ 5,544
- - - - - - 2 - - 2 - 2
- - - - - - (67) - - (67 @ (69
- _ _ _ _ _ 15 - - 15 — 15
- _ _ _ _ - (50) - - (50) (2) (52)
- - - - - - - - - 4,28¢ 1,20¢ 5,49:
-3 -3 1067 $ 107 $ 18,75. $ (2,590 $ (329 122 $ (3,440 $ 1250: $  2,05¢ $14,56(

* Reflects the February 1, 2011, two-for-one ktsglit (refer to Note 11 for further discussion).

The accompanying Notes to Consolidated FinancetkStents are an integral part of these financiestents.
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FREEPORT-McMoRan COPPER & GOLD INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation. The consolidated financial statements of Freeptmt¥oRan Copper & Gold Inc. (FCX) include the acntaiof those subsidiaries where FCX directly oiriectly has more
than 50 percent of the voting rights and has thletiio control significant management decisionse ost significant entities that FCX consolidatedude its 90.64 percent-owned subsidiary PT
Freeport Indonesia, and its wholly owned subsidgriFreeport-McMoRan Corporation (FMC) and Atla@ipper, S.A. (Atlantic Copper). FCXunincorporated joint ventures with Rio Tinto (Rio
Tinto) and Sumitomo Metal Mining Arizona, Inc. (Sitomo) are reflected using the proportionate cadsatibn method (refer to Note 2 for further disdas$. All significant intercompany
transactions have been eliminated. Amounts in sadle stated in millions, except per share amounts.

In December 2010, FCX's Board of Directors declaaedio-for-one split of its common stock in therfoof a stock dividend on issued and outstandingeshavith the additional shares issued on
February 1, 2011, to common shareholders of reabtlde close of business on January 15, 2011 (refdote 11 for further discussion). All referenteshares of common stock and per share
amounts have been retroactively adjusted to reflectwo-for-one stock split, unless otherwise dote

Investments in unconsolidated companies owned Rfpeor more are recorded using the equity methv@stments in companies owned less than 20 peied for which FCX does not exercise
significant influence, are carried at cost.

Business Segments.FCX has organized its operations into five priyndivisions -North America copper mines, South America minimgidnesia mining, Africa mining and Molybdenum opierss.
Notwithstanding this structure, FCX internally regganformation on a mir-by-mine basis. Therefore, FCX concluded that|itsrating segments include individual mines. Opegasiegments that
meet certain thresholds are reportable segments.

Use of Estimates. The preparation of FCX'’s financial statementsanformity with accounting principles generally apted in the United States (U.S.) requires managetoenake estimates and
assumptions that affect the amounts reported setfieancial statements and accompanying notesnidne significant areas requiring the use of mamege estimates include mineral reserve
estimation; useful asset lives for depreciatiomleion and amortization; reclamation and closwstg, environmental obligations; estimates of recalsle copper in mill and leach stockpiles; peng
postretirement, postemployment and other emplogeefits; deferred taxes and valuation allowaneesenves for contingencies and litigation; and assgairment, including estimates used to derive
future cash flows associated with those assetsiahegsults could differ from those estimates.

Foreign Currencies. For foreign subsidiaries whose functional curgeische U.S. dollar, monetary assets and liabilenominated in the local currency are transktedrrent exchange rates, and
non-monetary assets and liabilities, such as irorarg, property, plant, equipment and developmests; are translated at historical rates. Gaind@ssgs resulting from translation of such account
balances are included in operating results, agaires and losses from foreign currency transactions

For foreign subsidiaries whose functional curreiscthe local currency, assets and liabilities emaglated at current exchange rates, while revesm@&xpenses are translated at average ratefedn ef
for the period. The related translation gains asdés are included in accumulated other comprereimsiome (loss) within equity.

Cash Equivalents. Highly liquid investments purchased with matestiof three months or less are considered cashiatenis.
Inventories. The largest components of inventories includisifiad goods (primarily concentrates and cathodesjrang operations, concentrates and work-in-psec Atlantic Copper’s smelting
and refining operations, and materials and suppiiesntories (refer to Note 3 for further discusgidnventories of materials and supplies, as aglsalable products, are stated at the lower of

weighted-average cost or market. Costs of finighmatls and work-in-process.€., not materials and supplies) inventories incluatet and benefits, supplies, energy, depreciatiepletion,
amortization, site overhead costs, and other napesssts associated with the
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extraction and processing of ore, including, depramdn the process, mining, haulage, milling, coniing, smelting, leaching, solution extracticefjning, roasting and chemical processing.
Corporate general and administrative costs arécbtded in inventory costs.

Work-in-Processln-process inventories represent materials thatamently in the process of being converted talatde product. Conversion processes for miningaijmns vary depending on the
nature of the copper ore and the specific miningraton. For sulfide ores, processing includesingiland concentrating and results in the produatiocopper and molybdenum concentrates or,
alternatively, copper cathode by concentrate lemgttor oxide ores and certain secondary sulfiée,@rocessing includes leaching of stockpilesit®ni extraction and electrowinning (SX/EW) and
results in the production of copper cathodes. bepss material is measured based on assays ofteeiahincluded in these processes and projeetaleries. In-process inventories are valued based
on the costs incurred to various points in the gsscincluding depreciation relating to associptedess facilities. For Atlantic Copper, in-procesgntories represent copper concentrates atugrio
stages of conversion into anodes and cathodesti&ti@opper’s in-process inventories are valuetth@teighted-average cost of the material fed ¢osthelting and refining process plus in-process
conversion costs.

Finished GoodsFinished goods include salable produatsg., copper and molybdenum concentrates, copper ancaleger cathodes, copper rod, copper wire, molybateoxide, high-purity
molybdenum chemicals and other metallurgical prégju€inished goods are valued based on the welgiterage cost of source material plus applicable@wion costs relating to associated prao
facilities.

Mill and Leach Stockpiles. Mill and leach stockpiles are stated at the loofereighted-average cost or market. Both mill &ath stockpiles generally contain lower grade ttathave been
extracted from the ore body and are available épper recovery. For mill stockpiles, recovery istigh milling, concentrating, smelting and refinioig alternatively, by concentrate leaching. For
leach stockpiles, recovery is through exposureidi@solutions that dissolve contained copper @gliver it in solution to extraction processingifities. The recorded cost of mill and leach stade
includes mining and haulage costs incurred to deldve to stockpiles, depreciation, depletion, dimation and site overhead costs.

Because it is generally impracticable to deterncimygper contained in mill and leach stockpiles bysptal count, reasonable estimation methods ardagmegh. The quantity of material delivered to 1
and leach stockpiles is based on surveyed volufesned material and daily production records. Stmgpand assaying of blasthole cuttings determieegstimated copper grade of the material
delivered to mill and leach stockpiles.

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

Expected copper recovery rates for leach stockpilegletermined using small-scale laboratory testsll- to large-scale column testing (which sinesahe productioseale process), historical trel
and other factors, including mineralogy of the anel rock type. Ultimate recovery of copper contdimeleach stockpiles can vary significantly fronow percentage to more than 90 percent
depending on several variables, including typeapiper recovery, mineralogy and particle size ofrtek. For newly placed material on active stoagilas much as 70 percent of the copper ultinm
recoverable may be extracted during the first yaad, the remaining copper may be recovered ovey iyears.

Processes and recovery rates are monitored regudad recovery rate estimates are adjusted pedhglias additional information becomes availaliid as related technology changes.

Property, Plant, Equipment and Development Costs. Property, plant, equipment and development agtearried at cost. Mineral exploration costsyab as drilling and other costs incurred for
the purpose of converting mineral resources togmand probable reserves or identifying new minesburces at development or production stage piepeare charged to expense as incurred.
Development costs are capitalized beginning aftevgn and probable reserves have been establiBlegdlopment costs include costs incurred resuftiogn mine preproduction activities undertak

to gain access to proven and probable reservagding shafts, adits, drifts, ramps, permanent exitans, infrastructure and removal of overburdetdifionally, interest expense allocable to the cost
of developing mining properties and to constructiegv facilities is capitalized until assets aredsetor their intended use.
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Expenditures for replacements and improvementsagpialized. Costs related to periodic scheduletht@aance (.e., turnarounds) are expensed as incurred. Deprewitdr mining and milling life-
of-mine assets, infrastructure and other commotsdssletermined using the unit-of-production methased on total estimated recoverable proven eoizhple copper reserves (for primary copper
mines) and proven and probable molybdenum reséfmethe primary molybdenum mine). Development s@sid acquisition costs for proven and probablerves that relate to a specific ore body
are depreciated using the unit-of-production methased on estimated recoverable proven and probed®eves for the ore body benefited. Depreciatiepletion and amortization using the unit-of-
production method is recorded upon extraction efrétoverable copper or molybdenum from the orey baidwhich time it is allocated to inventory casid then included as a component of cost of
goods sold. Other assets are depreciated on ghdtite basis over estimated useful lives of uBQoyears for buildings and three to 20 years fachinery and equipment, and mobile equipment.

Included in property, plant, equipment and develephtosts is value beyond proven and probableves€vBPP) primarily resulting from FCX’s acquisiti of Phelps Dodge Corporation (Phelps
Dodge) in 2007. The concept of VBPP has been irgeeg differently by different mining companies. € VBPP is attributable to (i) mineralized matériahich includes measured and indicated
amounts, that FCX believes could be brought intmlpction with the establishment or modificatiorreduired permits and should market conditions aotitical assessments warrant, (i) inferred
mineral resources and (iii) exploration potenti further defined below.

Mineralized material is a mineralized body that baen delineated by appropriately spaced drillimdy@r underground sampling to support reporteddagerand average grade of minerals. Such a
deposit does not qualify as proven and probablerves until legal and economic feasibility are aonéd based upon a comprehensive evaluation oficl@veent costs, unit costs, grades, recoveries
and other material factors. Inferred mineral resesrare that part of a mineral resource for whiehaverall tonnages, grades and mineral contentbe@stimated with a reasonable level of
confidence based on geological evidence and apipgeetogical and grade continuity after applyingremmic parameters. An inferred mineral resourceshasver level of confidence than that
applying to an indicated mineral resource. Explorapotential is the estimated value of potentiaieral deposits that FCX has the legal right toeasc The value assigned to exploration potential wa
determined by interpreting the known exploraticioimation and exploration results, including geadagidata and/or geological information, that wavailable as of the acquisition date.

Carrying amounts assigned to VBPP are not chamedgense until the VBPP becomes associated witti@aal proven and probable reserves and thevesere produced or the VBPP is
determined to be impaired. Additions to proven prabable reserves for properties with VBPP willrgavith them the value assigned to VBPP at the datpiired, less any impairment amounts.

Goodwill. FCX recorded goodwill as a result of the acqiaisibf Phelps Dodge. Goodwill had an indefinitefuséfe and was not amortized, but rather wasaddbr impairment at least annually,
unless events occurred or circumstances changegdetannual tests that would more likely than edtce the fair value of a related reporting unibwets carrying amount. FCX used discounted
cash flow models to determine if the carrying vadfi¢he reporting unit was less than the fair vadtithe reporting unit. FCX’s annual impairmentttesthe fourth quarter of 2008 resulted in the ful
impairment of goodwill (refer to Note 5 for furthdiscussion).

Intangible Assets and Liabilities. FCX recorded intangible assets and liabilitiea assult of the acquisition of Phelps Dodge. Iimitf-lived intangibles primarily include water hits. Definite-lived
intangibles include favorable and unfavorable amts (primarily related to treatment and refiningtract rates, power contracts and tire contraggglty payments, patents and process technology.
The fair value of identifiable intangible assetsvestimated based principally upon comparable maikesactions and discounted future cash flowgattgns. The ranges for estimated useful live:

1 to 10 years for treatment and refining, power tredcontracts; 1 to 12 years for royalty paymeatsl principally 10 to 20 years for patents aratpss technology. All indefinite-lived intangible
assets are subject to impairment testing at leastadly, unless events occur or circumstances ehbrtyveen annual tests that would more likely thatrreduce the indefinite-lived intangible asset’s
fair value below its carrying value.

Asset Impairment. FCX reviews and evaluates its long-lived assaténfipairment when events or changes in circumsiirdicate that the related carrying amounts noaye recoverable. Long-

lived assets, other than indefinite-lived intangibbsets, are evaluated for impairment under thestep model. An impairment is considered to ekisttal estimated future cash flows on an
undiscounted basis are less than the carrying anoddine asset. Once it is determined that an impext exists, an impairment loss is measured aartfent by
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which the asset carrying value exceeds its fame:drair value is generally determined using vauaiechniques such as estimated future cash flows.

In evaluating mining operations’ long-lived asdetsrecoverability, estimates of after-tax undisetmd future cash flows of FCX’s individual miningerations are used, with impairment losses
measured by reference to fair value. As quoted etgutices are unavailable for FCX’s individual nmgioperations, fair value is determined throughute of discounted estimated future cash flows.
Estimated cash flows used to assess recoveratiligng-lived assets and measure the fair value@X’s mining operations are derived from currensibass plans, which are developed using near-
term price forecasts reflective of the current @environment and management’s projections for-teng average metal prices. Estimates of futuré fasvs include near and long-term metal price
assumptions; estimates of commodity-based and othet costs; proven and probable reserve estimiatelsding any costs to develop the reserves hadiming of producing the reserves; and the
use of appropriate current escalation and discaies.

Deferred Mining Costs. Stripping costs ie., the costs of removing overburden and waste nat®eraccess mineral deposits) incurred duringotieeluction phase of a mine are considered variable
production costs and are included as a compondnvefitory produced during the period in whichpgting costs are incurred. Major development exganes, including stripping costs to prepare
unique and identifiable areas outside the curréning area for future production that are considdrebe pre-production mine development, are cigehand amortized on the unit-of-production
method based on estimated recoverable proven ahalple reserves for the ore body benefited. Howevieere a second or subsequent pit or major expaiisiconsidered to be a continuation of
existing mining activities, stripping costs are@aated for as a current production cost and a covepoof the associated inventory.

Environmental Expenditures. Environmental expenditures are expensed or digeite depending upon their future economic beseficcruals for such expenditures are recorded vthismprobable
that obligations have been incurred and the c@side reasonably estimated. For closed facilitiescdosed portions of operating facilities with @ommental obligations, an environmental obligation
is accrued when a decision to close a facilitya portion of a facility, is made by management tiedenvironmental obligation is considered to h#bpble. Environmental obligations attributed to the
Comprehensive Environmental Response, Compensatai.iability Act (CERCLA) or analogous state pragis are considered probable when a claim is assant is probable of assertion, and
FCX, or any of its subsidiaries, have been assetiaith the site. Other environmental remediatibligations are considered probable based on spédaifts and circumstances. FCX’s estimates of
these costs are based on an evaluation of varmtisr§, including currently available facts, exigttechnology, presently enacted laws and reguistiemediation experience, whether or not FCX is a
potentially responsible party (PRP) and the abditpther PRPs to pay their allocated portions hwhie exception of those obligations assumed iratoisition of Phelps Dodge that were recorded at
estimated fair values (refer to Note 13 for furtbicussion), environmental obligations are recomie an undiscounted basis. Where the availabderrdtion is sufficient to estimate the amount @
obligation, that estimate has been used. Whermtbemation is only sufficient to establish a rarafgrobable liability and no point within the rang more likely than any other, the lower endhef t
range has been used. Possible recoveries of sothesef costs from other parties are not recognizéite consolidated financial statements until thegome probable. Legal costs associated with
environmental remediation (such as fees to outsiddirms for work relating to determining the emtend type of remedial actions and the allocatibcosts among PRPs) are included as part of the
estimated obligation. Environmental obligationsuassed in the acquisition of Phelps Dodge, which weitélly estimated on a discounted basis, areeted to full value over time through charges to
interest expense. Adjustments to the obligatioascharged to operating income.

Asset Retirement Obligations. FCX records the fair value of estimated asséeraent obligations (AROs) associated with tanglbleg-lived assets in the period incurred. Retiretabligations
associated with long-lived assets are those fochvttiere is a legal obligation to settle undertexgsor enacted law, statute, written or oral cactror by legal construction. These obligationsicivh

are initially estimated based on discounted cash #stimates, are accreted to full value over tinneugh charges to cost of sales. In addition,tassieement costs (ARCs) are capitalized as pfatte
related asset’s carrying value and are depreciatédarily on a unit-of-production basis) over tgset’s respective useful life. Reclamation cast$uture disturbances are recognized as an ARO and
as a related ARC in the period of the disturbaR@X’s AROs consist primarily of costs associatethvmine reclamation and closure activities. Thedtw&ities, which are site specific, generally
include costs for earthwork, revegetation, wateatiment and demolition (refer to Note 13 for furttliscussion).
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Income Taxes. FCX accounts for deferred income taxes utilizimgasset and liability method, whereby deferredatsets and liabilities are recognized based otatheffects of temporary
differences between the financial statements aadath basis of assets and liabilities, as meadwenirrent enacted tax rates (refer to Note 12udher discussion). When appropriate, FCX evakiate
the need for a valuation allowance to reduce dedetaix assets to estimated recoverable amountsfida on deferred income tax assets and liadslitif a change in tax rates or laws is recognized i
income in the period in which such changes aretedac

FCX accounts for uncertain income tax positionsgisi threshold and measurement attribute for tienfiial statement recognition and measurementaf position taken or expected to be taken in a
tax return. FCXS policy associated with uncertain tax position®igecord accrued interest in interest expenseaaaried penalties in other income and expensisrrétan in the provision for incot
taxes (refer to Note 12 for further discussion).

With the exception of FCX's Congolese operationspme taxes are provided on the earnings of FCXterial foreign subsidiaries under the assumptian these earnings will be distributed. FCX
has determined that undistributed earnings relatéts Congolese operations are reinvested indefinor have been allocated toward specificallynitfable needs of the local operations. FCX hat
provided for other differences between the booktamdtarrying amounts of these investments as F@iders its ownership position to be permaneduiration and quantification of the related
deferred tax liability is not practicable.

Derivative Instruments. FCX and its subsidiaries have entered into devigaontracts to manage certain risks resultiogffluctuations in commodity prices (primarily cagpmand gold), foreign
currency exchange rates and interest rates byingeaffsetting market exposures. Every derivativiiument (including certain derivative instrumegrtisbedded in other contracts) is recorded in the
balance sheet as either an asset or liability nmedsat its fair value. The accounting for changethe fair value of a derivative instrument depenshe intended use of the derivative and theltieg!
designation. Refer to Note 15 for a summary of FCMtstanding derivative instruments at DecembeP@310, and a discussion of FCX’s risk managemieategjies for those designated as hedges.

Revenue Recognition. FCX sells its products pursuant to sales cordrentered into with its customers. Revenue foF@X’'s products is recognized when title and riskosk pass to the customer
and when collectibility is reasonably assured. passing of title and risk of loss to the custorsdsased on terms of the sales contract, genenadly shipment or delivery of product.

Revenues from FCX'’s concentrate and cathode sedageorded based on a provisional sales pricdinabsales price calculated in accordance withtdrms specified in the relevant sales contract.
Revenues from concentrate sales are recorded tretadinent and all refining charges (including enarticipation, if applicable, as discussed belamg the impact of derivative contracts. Moreover,
because a portion of the metals contained in coppecentrates is unrecoverable as a result ofrtiedting process, FCX'’s revenues from concentrdessae also recorded net of allowances based on
the quantity and value of these unrecoverable metalese allowances are a negotiated term of FEotigracts and vary by customer. Treatment andingficharges represent payments or price
adjustments to smelters and refiners and are dittest or, in certain cases, vary with the pricecopper (referred to as price participation).

Under the longestablished structure of sales agreements previalémt industry, copper contained in concentratebcathodes is generally provisionally pricechatttme of shipment. The provisio
prices are finalized in a specified future perigdr(erally one to four months from the shipment dagésed on the quoted London Metal Exchange (LME)® New York Mercantile Exchange
(COMEX) prices. FCX receives market prices basegrizes in the specified future period, and thedessresult in changes recorded to revenues tetépecified future period. FCX records revel
and invoices customers at the time of shipmentdasehen-current LME or COMEX prices, which restift an embedded derivativéd. , a pricing mechanism that is finalized after tineet of
delivery) that is required to be bifurcated frore tiost contract. The host contract is the salbefrietals contained in the concentrates or catretdée then-current LME or COMEX price. FCX
applies the normal purchases and normal sales so@eption in accordance with derivatives and hedgeunting guidance to the host contract in iteceatrate or cathode sales agreements since
these contracts do not allow for net settlementaways result in physical delivery. The embeddedvétive does not qualify for hedge accountingD&tcember 31, 2010, FCX had outstanding
provisionally priced copper sales from its coppéming operations of 417 million pounds of coppeet(of noncontrolling interests), priced at an ageraf $4.36 per pound, subject to final pricingn
the first several months of 2011 pursuant to th@seof the sales contracts.
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Gold sales are priced according to individual cacttterms, generally the average London BullionkdaAssociation price for a specified month nearrionth of shipment.

Approximately 90 percent of FCX’s 2010 molybdenuaes were priced based on prices publishédetals Week Ryan’s Notesr Metal Bulletin, plus conversion premiums for products that
undergo additional processing, such as ferromolybaeand molybdenum chemical products. The majofithese sales use the average price of the prewimunth quoted by the applicable
publication. FCX’s remaining molybdenum sales galigihave pricing that is either based on a fixedepor adjusts within certain price ranges.

PT Freeport Indonesia concentrate sales and TemkguFume metal sales are subject to certain re@gahivhich are recorded as a reduction to revemats o Note 14 for further discussion).

Stock-Based Compensation.Compensation costs for share-based paymentsggees, including stock options, are measurediat/élue and charged to expense over the requisitéce period
for awards that are expected to vest. The fairevafustock options is determined using the Blackees-Merton option valuation model. In additioor, 6ther stock-based awards under the plans,
compensation costs are recognized based on theafai on the date of grant for restricted stodksuand the intrinsic value on the reporting orreise date for cash-settled stock appreciationtsigh
(SARs). FCX estimates forfeitures at the time @frgrand revises those estimates in subsequentlpefiactual forfeitures differ from those estinstbrough the final vesting date of the awardseRef
to Note 11 for further discussion.

Earnings Per Share. FCX’s basic net income (loss) per share of comstook was calculated by dividing net income (lagtjbutable to common stockholders by the weidtaeerage shares of
common stock outstanding during the year. A rediaticin of net income (loss) and weighted-averdugras of common stock outstanding for purposesleiitating diluted net income (loss) per
share for the years ended December 31 follows:

2010 2009 2008
Net income (loss $ 5,54¢ $ 3,53¢ $ (10,45()
Net income attributable to noncontrolling intere (1,209¢) (785) (617)
Preferred dividends and losses on induced conves (63 (222 (279
Net income (loss) attributable to FCX common stadéters 4,27 2,527 (11,34)
Plus income impact of assumed conversior
6%% Mandatory Convertible Preferred St@ 63 194 -b
5%% Convertible Perpetual Preferred Stc - 28 -d
Diluted net income (loss) attributable to FCX conmmo
stockholder: $ 4,33¢ $ 2,74¢ $ (11,34)
Weightec-average shares of common stock outstan 91t 82¢ 762
Add stock issuable upon conversion, exercise aingsf
(refer to Note 11)
6%:% Mandatory Convertible Preferred St@ 26 79 -b
5%% Convertible Perpetual Preferred St¢ - 25 -d
Dilutive stock options 6 3 -
Restricted stoc 2 2 -
Weightet-average shares of common stock outstandin
purposes of calculating diluted net income (logs)ghare 94¢ 93¢ 76¢
Diluted net income (loss) per share attributablE@X
common stockholders $ 4.57 $ 2.97 $ (14.86)

a. All outstanding 6%% Mandatory Convertible Prefer8tdck automatically converted on May 1, 2010, ir@X common stock at a conversion rate of 2.7432eshof FCX common stoc
b. Potential income impact of $194 million and additibshares of common stock of approximately 78iomlshares were excluded because they wer-dilutive.
c. In September 2009, FCX redeemed the remainingandstg shares of its 5% Convertible PerpetualePred Stock

d. Potential income impact of $58 million and addiabehares of common stock of approximately 47 millshares were excluded because they wer-dilutive.

130




Table of Content
e. Potential additional shares of common stock of axiprately 3 million were ar-dilutive.

FCX'’s convertible instruments are excluded from¢bmputation of diluted net income (loss) per slidireommon stock when including the conversionhelse instruments results in an anti-dilutive
effect on earnings per share (refer to footnotasdd in the table above).

Outstanding stock options with exercise prices tgrethan the average market price of FCX’s commoaoksduring the period are excluded from the corafyom of diluted net income (loss) per share
of common stock. There were approximately 10 nmillock options with a weighted-average exercisemf $38.56 excluded in 2010, approximately 18iomi stock options with a weighted-
average exercise price of $36.27 excluded in 20@3%approximately 5 million stock options with a wiied-average exercise price of $34.94 in 2008.

New Accounting Standard. Fair Value Measurements and Disclosures (Accourfiitamdards Codification (ASC) 820), Improving Distlres about Fair Value MeasuremeritsJanuary 2010, the
Financial Accounting Standards Board (FASB) issaecbunting guidance intended to improve disclostelkeded to fair value measurements. This guidaegeires significant transfers in and out of
Level 1 and Level 2 fair value measurements toibel@abed separately along with the reasons fotréresfers. Additionally, in the reconciliation fibre fair value measurements using significant
unobservable inputs (Level 3), information aboutchases, sales, issuances and settlements musiden{ed separately (cannot net as one numbes)glildance also provides clarification for
existing disclosures on (i) level of disaggregatmnl (i) inputs and valuation techniques. In additthis guidance includes conforming amendmemt&mployers’ disclosure of postretirement benefit
plan assets. This guidance was effective for imend annual reporting periods beginning after b 15, 2009, except for the disclosures abowthases, sales, issuances and settlements in the
rollforward of activity in Level 3 fair value meamments. Those disclosures are required for figeals beginning after December 15, 2010, and terim periods within those fiscal years.

NOTE 2. OWNERSHIP IN SUBSIDIARIES, JOINT VENTURES AND INVESTMENT IN PT SMELTING

Ownership in Subsidiaries. FMC is a fully integrated producer of copper amalybdenum, with mines in North America, South Aroarand the Tenke Fungurume minerals district en@Dlemocrati
Republic of Congo (DRC), copper and molybdenum easion facilities, and several development projestDecember 31, 2010, FMC's operating copper mineNorth America were Morenci,
Sierrita, Bagdad, Safford and Miami located in Aria, and Tyrone and Chino located in New MexicoXF@s an 85 percent interest in Morenci (referJoitit Ventures — Sumitomo”) and owns 100
percent of the other North America copper minesCFso owns 100 percent of the Henderson molybdenima and the Climax molybdenum mine (on care-a@aditenance status), which are
located in Colorado. At December 31, 2010, opegatimpper mines in South America were Cerro Ver@5 percent owned) located in Peru, and Candd€R@ipercent owned), Ojos del Salado (80
percent owned) and El Abra (51 percent owned) éatat Chile. In addition to copper and molybdenaertain mines produce other minerals, such as goler and rhenium. At December 31, 2010,
FMC owned an effective 57.75 percent interest e@tenke Fungurume minerals district in the DRCe(réd Note 14 for discussion of change in ownergftigrest in 2011). In addition to copper, the
Tenke Fungurume minerals district also producesitdlydroxide. At December 31, 2010, FMC'’s net &ssetaled $12.5 billion and its accumulated defizialed $14.8 billion. As of December 31,
2010, FCX had no loans outstanding to FMC.

FCX’s direct ownership in PT Freeport Indonesial®81.28 percent. PT Indocopper Investama, amkslan company, owns 9.36 percent of PT Freepddnesia and FCX owns 100 percent of PT
Indocopper Investama. At December 31, 2010, PTgemténdonesia’s net assets totaled $3.5 billiod isiretained earnings totaled $3.3 billion. ADeicember 31, 2010, FCX had no loans
outstanding to PT Freeport Indonesia.

FCX owns 100 percent of the outstanding Atlantip@ common stock. At December 31, 2010, Atlantop@r's net assets totaled $42 million and its andated deficit totaled $350 million. FCX
had $411 million in loans outstanding to Atlantiopper at December 31, 2010.

FCX owns an 85.71 percent interest in PT Puncakpaoyger (Puncakjaya Power), the owner of assetdyngmpower to PT Freeport Indonesia’s operatiagnsluding the 3x65 megawatt coal-fired
power facilities. PT Freeport Indonesia purchasesep from Puncakjaya Power under infrastructuretadisancing arrangements. At December 31, 201X &i@ not have any loans outstanding to
Puncakjaya Power, PT Freeport Indonesia had infretsire asset financing obligations payable to Bkjaya Power totaling $89 million and Puncakjaya/@ohad a receivable from PT Freeport
Indonesia for $116 million, including Rio Tinto’kare. FCX consolidates PT Freeport Indonesia amddkjaya Power. FCX’s consolidated balance sheéiect receivables of

131




Table of Content

$25 million ($2 million in other accounts receivalend $23 million in long-term assets) at Decen¥ie2010, and $27 million ($2 million in other acots receivable and $25 million in long-term
assets) at December 31, 2009, for Rio Tinto’s sb&Runcakjaya Power's receivable as providedrdfCX’s joint venture agreement with Rio Tinto.

Joint Ventures. FCX has the following unincorporated joint versiwith third parties.

Rio Tinto.FCX and Rio Tinto have established certain unincmafed joint ventures. Under the joint venture rgements, Rio Tinto has a 40 percent interest iF@€port Indonesia’s Contract of
Work and the option to participate in 40 percerainy other future exploration projects in Papudphesia.

Pursuant to the joint venture agreement, Rio Tira® a 40 percent interest in certain assets antkfptoduction exceeding specified annual amountsper, gold and silver through 2021 in Blocl
of PT Freeport Indonesia’s Contract of Work, arftera2021, a 40 percent interest in all producfimm Block A. All of PT Freeport Indonesgproven and probable reserves and its mining tipes
are located in the Block A area. Operating, nonegjmm capital and administrative costs are sharepastionately between PT Freeport Indonesia amdTiRito based on the ratio of (i) the increme
revenues from production from PT Freeport Indoriesiast recent expansion completed in 1998 tddigl revenues from production from Block A, indiogl production from PT Freeport
Indonesias previously existing reserves. PT Freeport Indianesl continue to receive 100 percent of the cfistv from specified annual amounts of copper, gahd silver through 2021 calculated
reference to its proven and probable reserves Beoémber 31, 1994, and 60 percent of all remaioash flow. The payable to Rio Tinto for its shafgoint venture cash flows was $132 million at
December 31, 2010, and $161 million at DecembeRBGQ9.

Under the joint venture arrangements, Rio Tintadoh$100 million in 1996 for approved exploratia@sts in the areas covered by Contracts of Work bglECX subsidiaries. Agreed-upon
exploration costs in the joint venture areas aegesh60 percent by FCX and 40 percent by Rio TiBtoce September 2008, Rio Tinto is no longer pidting in exploration joint ventures in the PT
Nabire Bakti Mining and PT Irja Eastern Mineralsrract of Work areas in Indonesia. As a resultpag as Rio Tinto continues not to fund these evgtlon projects, FCX has the option to fund :
percent of future exploration costs in these asg@sRio Tinto's interest in these areas will decbwer time in accordance with the joint ventureeagent. Rio Tinto has the option to resume
participation in PT Irja Eastern Minerals on a nidyibasis and in PT Nabire Bakti Mining on an arrasis. Rio Tinto continues to participate in @xption joint ventures in PT Freeport Indonesia's
Contract of Work areas.

SumitomoFCX owns an 85 percent undivided interest in Morgrecan unincorporated joint venture. The remajnld percent is owned by Sumitomo, a jointly owsebsidiary of Sumitomo Metal
Mining Co., Ltd. and Sumitomo Corporation. Eachtper takes in kind its share of Morenci’s productiBMC purchased 66 million pounds of Morenci’s pepcathode from Sumitomo for $223
million during 2010, 75 million pounds for $175 fiwh during 2009 and 90 million pounds for $281 it during 2008. FCX had a receivable from Sumitoofi $8 million at December 31, 2010,
$6 million at December 31, 2009.

Investment in PT Smelting. PT Smelting, an Indonesian company, operatesedter and refinery in Gresik, Indonesia. Durin@@0PT Smelting completed an expansion of its pctdn capacity t
275,000 metric tons of copper per year from 250,@@@ric tons. PT Freeport Indonesia, Mitsubishi éfiais Corporation (Mitsubishi Materials), Mitsubisorporation Unimetals Ltd. (Mitsubishi)
and Nippon Mining & Metals Co., Ltd. (Nippon) ow percent, 60.5 percent, 9.5 percent and 5 penasgectively, of the outstanding PT Smelting comrsiock.

PT Freeport Indonesia’s contract with PT Smeltingvjzles for the supply of 100 percent of the coppmercentrate requirements necessary for PT Smetiipgoduce 205,000 metric tons of copper
annually (essentially the smelter’s original desigpacity) on a priority basis. For the first 1@gseof PT Smelting’s commercial operations, begigribecember 1998, PT Freeport Indonesia agreed
that the combined treatment and refining chargesc@ssing fees paid to smelters by miners) woufdagmate market rates, but will not fall below sified minimum rates. The minimum rate,
applicable to the period April 27, 2008, to April,2014, is determined annually and must be sefficio cover PT Smelting’s annual cash operatirsgscmet of credits and including costs of debt
service) for 205,000 metric tons of copper. The imamn rate is $0.30 per pound. The agreement istendment to the long-term sales contract, whichapgsoved by the Department of Energy and
Mineral Resources of the Government of IndoneslaFfeeport Indonesia also sells copper concertivefd Smelting at market rates, which are not sultfea minimum or maximum rate, for
quantities in excess of 205,000 metric tons of eomnually.
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FCX’s investment in PT Smelting totaled $11 millianDecember 31, 2010, and $55 million at DecerBtie009. PT Smelting had project-specific debhraocourse to PT Freeport Indonesia,
totaling $180 million at December 31, 2010, andG&sllion at December 31, 2009. PT Freeport Ind@nbad a trade receivable from PT Smelting totaiag§5 million at December 31, 2010, and
$300 million at December 31, 2009.

NOTE 3. INVENTORIES, INCLUDING LONG-TERM MILL AND LEACH STOCKPILES
The components of inventories follow:

December 31

2010 2009
Mining Operations
Raw material: $ 1 $ 1
Work-in-process 93 10¢
Finished good2 704 58¢
Atlantic Copper
Raw materials (concentrate 33€ 171
Work-in-process 26€ 221
Finished goods 9 15
Total product inventorie 1,40¢ 1,11C
Total materials and supplies, ® 1,16¢ 1,09¢
Total inventories $  25% $ 220

a. Primarily includes molybdenum concentrates and eoppncentrates, anodes, cathodes anc
b. Materials and supplies inventory is net of obsaese reserves totaling $26 million at Decembe2810, and $21 million at December 31, 2C
A summary of mill and leach stockpiles follows:

December 31, 201

North South
America America Indonesie Africa Total
Current:
Mill stockpiles $ = $ 11 $ 24 $ = $ 35
Leach stockpile 74¢ 72 - - 821
Total current mill and leac
stockpiles $ 74¢ $ 83 $ 24 $ = $ 85¢
Long-terma:
Mill stockpiles $ = $ 47C $ - $ - $ 47C
Leach stockpile 622 25(C - 83 95¢
Total lon¢-term mill and leacl
stockpiles $ 622 $ 72C $ - $ 83 $ 1,428
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December 31, 20C

North South
America America Indonesie Africa Total
Current:
Mill stockpiles $ = $ 7 $ 39 $ = $ 46
Leach stockpile 5417 74 - - 621
Total current mill and leac
stockpiles $ 547 $ 81 $ 39 $ = $ 667
Long-terma:
Mill stockpiles $ 15 $ 427 $ - $ - $ 44z
Leach stockpile 637 22C - 22 87¢
Total lon¢-term mill and leacl
stockpiles $ 652 $ 647 $ = $ 22 $ 1,321

a. Materials in stockpiles not expected to be recavevighin the next 12 month

FCX recorded charges for lower of cost or mark&@NL) molybdenum inventory adjustments totaling $1i%iom ($15 million to net income attributable t&CX common stockholders or $0.02 per
diluted share) during first-quarter 2009 resultirgm lower molybdenum prices.

In 2008, FCX recorded charges totaling $782 milli479 million to net loss attributable to FCX commstockholders or $0.63 per diluted share) for Liaentory adjustments as a result of the
declines in copper and molybdenum prices in thetfioguarter of 2008 and the impact of higher opegatosts on inventory carrying values.

NOTE 4. PROPERTY, PLANT, EQUIPMENT AND DEVELOPMENT COSTS, NET
The components of net property, plant, equipmedtdavelopment costs, along with 2008 impairmentgéss follow:

December 31 2008
2010 2009 Impairments?
Proven and probable resen $ 4,502 $ 4,302 $ 10,05¢
VBPP 1,10C 1,297 471
Development and othi 3,18¢ 2,98: 27¢
Buildings and infrastructur 2,81t 2,70: 167
Machinery and equipme 7,528 7,282 93¢
Mobile equipmen 2,36t 2,13¢ 39:
Construction in progres 1,88¢ 1,084 27
Property, plant, equipment a
development cos! 23,37¢ 21,78¢ 12,33:
Accumulated depreciation, depletion &
amortization (6,594 (5,599 (1,589
Property, plant, equipment a
development costs, n $ 16,78: $ 16,19: $ 10,74¢

a. FCX evaluated its lor-lived assets for impairment as of December 31, 2088se evaluations resulted in the recognitioassit impairment charges to reduce the carryingeva its property
plant, equipment and development costs (refer tie Ni@ for further discussior

FCX recorded $2.2 billion for VBPP in connectiortimihe Phelps Dodge acquisition in 2007 and trarefie$197 million during 2010, $159 million duri@§09 and $383 million prior to 2009 to
proven and probable reserves.

FCX capitalized interest totaling $66 million inZ20) $78 million in 2009 and $122 million in 2008ajiltalized interest primarily related to developiemjects at the Climax and El Abra mines in
2010 and at the Tenke Fungurume mine in 2009 af8.20
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NOTE 5. GOODWILL, AND INTANGIBLE ASSETS AND LIABIL ITIES

Goodwill. FCX recorded goodwill in 2007 in connection witle Phelps Dodge acquisition, which primarily rethto the requirement to recognize a deferrediabxity for the difference between
the assigned values and the tax basis of assaigeta@nd liabilities assumed in a business contininaln accordance with accounting rules, goodrve#iulting from a business combination is assit

to the acquiring entity's reporting units that expected to benefit from the business combinafitwe. allocation of goodwill to the reporting unitghich FCX determined included its individual mines,
was completed in the first quarter of 2008.

As a result of FCX’s annual goodwill impairmenttieg in the fourth quarter of 2008, FCX recognizegbairment charges totaling $6.0 billion ($6.0ibitl to net loss attributable to FCX common
stockholders or $7.84 per diluted share) to elineirtae full carrying value of goodwill. FCX’s evaliions were based at that time on current busipless developed using near-term price forecasts
reflective of the then-current price environmend amnagement’s projections for long-term averagehpeices (refer to Note 17 for further discussidrassumptions used in determining fair value).

Intangible Assets and Liabilities. The components of intangible assets and intaadjabilities (included in other liabilities) folk:

December 31, 201

Gross Net
Carrying Accumulatec Book
Value Amortization Value
Indefinite-lived water right: 24E - 24k
Patents and process technolt 48 (11) 37
Royalty payment 37 (18) 19
Power contract 25 a7 8
Other intangible: 25 6 19
Total intangible asse 38C (52 32¢
Intangible liabilities:
Treatment and refining terms
sales contracts 52 (25) 27
December 31, 20C
Gross Net
Carrying Accumulatec Book
Value Amortization Value
Indefinite-lived water right: 252 - 25:
Patents and process technol 48 (8) 40
Royalty payment 38 (15) 23
Power contract 25 (14) 11
Other intangible: 25 ® 20
Total intangible asse 38¢ (42 347
Intangible liabilities:
Treatment and refining terms
sales contracts 52 (21) 31

FCX evaluated its long-lived assets for impairmenbf December 31, 2008. These evaluations resultibé recognition of asset impairment chargealittg $119 million ($74 million to net loss

attributable to FCX common stockholders or $0.10deited share) to reduce the carrying valuesafinite-lived intangible assets (refer to Note @7 flrther discussion).

FCX performed its annual impairment testing of iimige-lived intangible assets in the fourth quastef 2010, 2009 and 2008 and concluded that tiere no impairments.
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Amortization of intangible assets recognized induetion and delivery costs was $10 million in 20806 million in 2009 and $63 million in 2008. Amiastion of intangible liabilities recognized in
revenues was $4 million in 2010, $6 million in 2008 $3 million in 2008. The estimated net amotiiwaexpense for the next five years is considéodae immaterial.

NOTE 6. OTHER ASSETS
The components of other assets follow:

December 31

2010 2009

Cos-method investment:

McMoRan Exploration Co. (MMR? $ 500 $ =

Other 3 3
Notes and other receivabl 200 168
Trust assetb. ¢ 140 140
Debt issue cosl 58 95
Equity-method investment:

PT Smeltinc 11 55

Other 43 39
Available-for-sale securitie 28 62
Deferred tax asse 2 126
Other 12 12

Total other assets $ 997 $ 700

a. In December 2010, FCX purchased 500,000 siudf@MR’s 5%:% Convertible Perpetual Preferred Stock (tleéefred Stock) for an aggregate purchase pric&@® $nillion. The Preferred Sto
is initially convertible into 62.5 shares of MMRmomon stock per share of Preferred Stock (an aggged@1.25 million shares of MMR common stock) aarinitial conversion price of $16 per
share of MMR common stock. Several of F's directors and executive officers also serve @tiirs or executive officers of MMI

b. Includes $137 million in 2010 and $129 million i of legally restricted funds for AROs at the @hiTyrone and Cobre mines (refer to Note 13 fathier discussion;

c. The current portion, which is included in otherremt assets, was $8 million at December 31, 2010 $& million at December 31, 20(

NOTE 7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Additional information regarding accounts payabid accrued liabilities follows:

December 31

2010 2009

Accounts payabl $ 1,27: $ 89(
Salaries, wages and other compense 244 18¢
Deferred revenu 18C 54
Pension, postretirement, postemployment and «

employee benefita 15€ 127
Other accrued taxe 152 8¢
Community development prograr 14¢ 14¢
Accrued interesP 92 112
Current deferred tax liabilit 61 201
Other 13€ 184

Total accounts payable and accrued liabili $ 2,441 $ 2,03t

a. Refer to Note 8 for lor-term portion and Note 10 for further discussi

b. Third-party interest paid by FCX was $421 million in 20$604 million in 2009 and $741 million in 20(
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NOTE 8. OTHER LIABILITIES
Additional information regarding other liabilitiésllows:

December 31

2010 2009
Pension, postretirement, postemployment and «
employment benefita 1,074 $ 95(
Reserve for uncertain tax bene 138 157
Insurance claim resen 58 50
Atlantic Copper contractual obligation
insurance company (refer to Note : 48 58
Other 14€ 20€
Total other liabilities 1,45¢ $ 1,42¢
a. Refer to Note 7 for shc-term portion and Note 10 for further discussi
NOTE 9. DEBT
The components of debt follow:
December 31
2010 2009
Revolving Credit Facilitie: $ = $ =
Senior Notes
8.375% Senior Notes due 20 3,011 3,34(
8.25% Senior Notes due 20 1,07¢ 1,297
Senior Floating Rate Notes due 2( - 1,00(
9%2% Senior Notes due 20 17¢ 19¢
6'%% Senior Notes due 20: 11F 11F
7% Debentures due 20: 11F 11F
8%% Senior Notes due 20 85 87
7% Convertible Senior Notes due 2C - 1
Other (including equipment capital leases
shor-term borrowings 17¢ 19
Total debt 4,75t 6,34¢
Less current portion of debt (95) (16)
$ 4,66( $ 6,33(

Long-term debt

Revolving Credit Facilities. The revolving credit facilities are available iliiMarch 19, 2012, and are composed of (i) a $1lldb revolving credit facility available to FCXral (ii) a $0.5 billion
revolving credit facility available to both FCX aRT Freeport Indonesia. At December 31, 2010, F&Xro borrowings and $43 million of letters of dtéssued under the revolving credit facilities,
resulting in availability of approximately $1.5Imh, of which $957 million could be used for addiital letters of credit.

Interest on the revolving credit facilities is bdsin the London Interbank Offered Rate (LIBOR) plu@0 percent, subject to an increase or decredbe interest rate margin based on the credit
ratings assigned by Standard & Poor’s Rating Sesvand Moody'’s Investors Service.

The revolving credit facilities are guaranteed bytain wholly owned subsidiaries of FCX and areused by the pledge of equity in substantially &fttese subsidiary guarantors and certain other
non-guarantor subsidiaries of FCX, and intercompadgbtedness owed to FCX. Borrowings by FCX and=Reeport Indonesia under the $0.5 billion revolwer also secured with a pledge of 50.1
percent of the outstanding stock of PT Freeporvhedia, over 90 percent of the assets of PT Frebmlwnesia and, with respect to borrowings by P8eport Indonesia, a pledge of the Contract of
Work.

Senior Notes. In March 2007, in connection with financing FCXsquisition of Phelps Dodge, FCX sold $3.5 billafrB.375% Senior Notes due April 2017, $1.5 billiaf 8.25% Senior Notes due

April 2015 and $1.0 billion of Senior Floating Ratetes due April 2015 for total net proceeds oBdillion. Interest on the senior notes is payatgimiannually on April 1 and October 1. The Senior
Floating Rate Notes have been fully
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redeemed as further discussed below. The 8.2598.878% Senior Notes are redeemable in whole oaiify pt the option of FCX, at make-whole redemptidnes prior to the redemption dates, and
afterwards at stated redemption prices. The 8.28t08 Notes are redeemable at fixed prices injtistiarting at 104.125 percent for 12 months begigoin April 1, 2011, and the 8.375% Senior
Notes are redeemable initially starting at 104.ga8&ent for 12 months beginning on April 1, 2018riBg 2009, FCX purchased in oj-market transactions $203 million of the 8.25% SeNotes

for $218 million and $160 million of the 8.375% SarNotes for $172 million. These open-market pas#s resulted in losses on early extinguishmedeélof totaling $33 million ($29 million to net
income attributable to FCX common stockholders@0$ per diluted share). During 2010, FCX purchasespen-market transactions $218 million of th2586 Senior Notes for $237 million and
$329 million of the 8.375% Senior Notes for $358liom, which resulted in losses on early extingaigmt of debt totaling $55 million ($48 million t@nincome attributable to FCX common
stockholders or $0.05 per diluted share). On Apr2010, FCX redeemed all of its $1.0 billion otstanding Senior Floating Rates Notes for whictdars received 101 percent of the principal
amount together with accrued and unpaid interesta fesult of this redemption, FCX recorded a tossarly extinguishment of debt totaling $22 millig620 million to net income attributable to F¢
common stockholders or $0.02 per diluted sharejpdu010. Refer to Note 21 for a discussion of FERebruary 2011 announcement to redeem the rergabdid billion of the 8.25% Senior Notes.

The 9%:% Senior Notes due June 2031 and the 8%:%rS¢oies due June 2011 bear interest payable samaliy on June 1 and December 1. These notes deemble in whole or in part, at the
option of FCX, at a make-whole redemption priceMarch 2007, in connection with the acquisitiorPbfelps Dodge, FCX assumed these senior notes wttted value of $306 million, which was
increased by $54 million to reflect the fair markatue of these obligations at the acquisition d&te increase in value is being amortized ovetehm of the notes and recorded as a reduction of
interest expense. In 2008, FCX purchased in an-opaket transaction $33 million of the 9%:% Seniatés for $46 million and recorded losses on eadinguishment of debt totaling $6 million ($5
million to net loss attributable to FCX common $oalders or $0.01 per diluted share). In 2009, FitXchased in an open-market transaction $24 mitifcthe 8% Senior Notes for $26 million and
recorded losses on early extinguishment of dehtitat $1 million ($1 million to net income attritakile to FCX common stockholders or less than $peddiluted share). In 2010, FCX purchased in
an open-market transaction $18 million of the 9¥#ai8 Notes for $26 million and recorded lossegany extinguishment of debt totaling $4 millior8(#illion to net income attributable to FCX
common stockholders or less than $0.01 per dilskede). At December 31, 2010, the outstanding ip@amount of the 9%2% Senior Notes was $143 miliad the 8%:% Senior Notes was

$84 million.

The 64% Senior Notes due March 2034 bear interest payaseannually on March 15 and September 15. Thetss mre redeemable in whole or in part, at theomtf FCX, at a make-whole
redemption price. In March 2007, in connection wita acquisition of Phelps Dodge, FCX assumed thesi®r notes with a stated value of $150 milliwhjch was reduced by $11 million to reflect
the fair market value of these obligations at tbguésition date. The decrease in value is beingrared over the term of the notes and recordedidiianal interest expense. During 2007, FCX
purchased in an open-market transaction $26 mitifathese notes. At December 31, 2010, the outstgmitincipal amount of these senior notes was $tibn.

The 74% Debentures due November 2027 bear interest pagabtiannually on May 1 and November 1. The debestare redeemable in whole or in part, at theoapif FCX, at a make-whole
redemption price. In March 2007, in connection wita acquisition of Phelps Dodge, FCX assumed tebentures with a stated and fair value of $116ami At December 31, 2010, the outstanc
principal amount of these debentures was $115anilli

In February 2004, FCX sold $350 million dfs8 Senior Notes due February 2014 for net procee#i84 million. During 2004, FCX purchased in opearket transactions $10 million of it3:66
Senior Notes. On August 20, 2009, FCX redeemedetmaining $340 million of these notes for $352 imiilor a redemption price of 103.439 percent ofgfiecipal amount (plus accrued and unpaid
interest). FCX recorded losses on early extingugsfirof debt totaling $14 million ($13 million to necome attributable to FCX common stockholder$@01 per diluted share) in 2009 associated
with the redemption of the/8% Senior Notes.

All of FCX's senior notes are unsecured.
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Restrictive Covenants. The revolving credit facilities and the seniote®used to finance the acquisition of Phelps Dadgeain covenants that limit FCX’s ability to masertain payments. These
restrictions vary among the instruments, but gdlydimit FCX’s ability to pay certain dividends caommon and preferred stock, repurchase or redeemmon and preferred equity, prepay
subordinated debt and make certain investmentsréltaving credit facilities restrictions do notgp as long as availability under the revolversspliomestic cash exceeds $750 million. At Decer
31, 2010, FCX had availability under the revolveltss domestic cash (as defined by the revolvinditfacility) totaling approximately $4.1 billiolBBecause the ratings on the senior notes are
investment grade, the restrictions contained in FEG%375% and 8.25% Senior Notes on incurring debking restricted payments and selling assetswarerntly suspended. To the extent the ratit
downgraded below investment grade by both Stanflddor’s Rating Services and Moodyinvestors Service, the covenants would againrhecffective. At December 31, 2010, the most retbtd
of the covenants related to restricted paymentsvaldl for payments up to approximately $11 billion.

Maturities. Maturities of debt instruments based on the artsoand terms outstanding at December 31, 2010,$8%million in 2011, $1 million in 2012, $1 mitih in 2013, $1 million in 2014,
$1,080 million in 2015 and $3,577 million thereafte

NOTE 10. EMPLOYEE BENEFITS
Pension Plans. Following is a discussion of FCX’s pension plans.

FMC Plans.FMC has trusteed, non-contributory pension planvgidng substantially all of FMG'U.S. employees and some employees of its inten@tsubsidiaries. The applicable FMC plan de
determines the manner in which benefits are caiedltor any particular group of employees. Foraiarbf these plans, benefits are calculated basdihal average monthly compensation and years
of service. In the case of other plans, benefiscatculated based on a fixed amount for eachgfeservice. Participants in the FMC plans genenadigt in their accrued benefits after five years of
service. Non-bargained FMC employees hired aftereb®er 31, 2006, are not eligible to participatthenFMC U.S. pension plan.

FCX'’s funding policy for these plans provides thantributions to pension trusts shall be at legeéto the minimum funding requirements of the Eoype Retirement Income Security Act of 1974,
as amended, for U.S. plans; or, in the case ofriat®mnal plans, the minimum legal requirements thay be applicable in the various countries. Addl contributions also may be made from tim
time.

FCX’s policy for determining asset-mix targets foe Freeport-McMoRan Corporation Defined Benefitskéa Trust (Master Trust) includes the periodicelepment of asset/liability studies to
determine expected long-term rates of return apeéebed risk for various investment portfolios. Mgement considers these studies in the formal ésttabént of asset-mix targets that are reviewed
by FCX’s retirement plan administration and investincommittee. FCX’s investment objective emphasthe need to maintain a well-diversified investtr@ogram through both the allocation of
the Master Trust assets among asset classes aseléiastion of investment managers whose variodssstyre fundamentally complementary to one anathdrserve to achieve satisfactory rates of
return. Diversification, by asset class and by stweent manager, is FCX'’s principal means of redyemlatility and exercising prudent investment jodmt. FCX's present target asset allocation
approximates 54 percent equity investments (35gmefd.S. equities, 12 percent international equigied 7 percent emerging markets equities), 3%epefixed income (18 percent U.S. fixed income,
5 percent international fixed income, 5 percenhhjgeld, 4 percent treasury inflation-protectiocséties and 3 percent emerging markets fixed ingpamd 11 percent alternative investments (5
percent private equity, 3 percent private realtestad 3 percent real estate investment trusts).

The expected rate of return on plan assets is atelat least annually, taking into consideratisseaallocation, historical returns on the typeassfets held in the Master Trust and the current
economic environment. For U.S. plans, the detertioinaf the expected long-term rate of return campdssets is based on expected future performdice plan asset mix and active plan asset
management. Based on these factors, FCX expecgetiston assets will earn an average of 8.0 pepsgrannum during the 10 years beginning Janua2@11. The 8.0 percent estimation was based
on a passive return on a compound basis of 7.®peand a premium for active management of 0.5gmenmeflecting the target asset allocation anderurinvestment array.
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For estimation purposes, FCX assumes the long-&ssat mix for these plans generally will be coesistvith the current mix. Changes in the assetgoidd impact the amount of recorded pension
income or expense, the funded status of the platgishee need for future cash contributions. A lowen-expected return on assets also would decptas@ssets and increase the amount of recorded
pension expense in future years. When calculatingekpected return on plan assets, FCX uses tHetmenlue of assets.

Among the assumptions used to estimate the bext#igation is a discount rate used to calculatepttiesent value of expected future benefit paynmfemtservice to date. The discount rate assumption
for FCX's U.S. plans is designed to reflect yietashigh-quality, fixedincome investments for a given duration. The deiration of the discount rate for these plans iam expected future ben
payments for service to date together with the lieRension Discount Curve. The Mercer Pension DiscGurve consists of spot.€., zero coupon) interest rates at draf year increments for ea
of the next 30 years and is developed based omgrand yield information for high quality corpoedbonds. Prior to December 31, 2010, FCX determitsetiscount rate based on expected future
benefit payments for service to date together #hiéhCitigroup Pension Discount Curve. Changeseérdilcount rate are reflected in FCX's benefitgddion and, therefore, in future pension costs.

Other FCX Plansln February 2004, FCX established an unfunded Sup@htal Executive Retirement Plan (SERP) for its imost senior executive officers. The SERP providesetirement benefi
payable in the form of a joint and survivor annugtyan equivalent lump sum. The annuity will eqa@ercentage of the executive’s highest averagg@ensation for any consecutive three-year period
during the five years immediately preceding thdieaof the executive’s retirement or completion2&fyears of credited service. The SERP benefitbeireduced by the value of all benefits paid or
due under any defined benefit or defined contrduplan sponsored by FM Services Company, FCX'sliwloavned subsidiary, FCX or its predecessor, litincluding accounts funded exclusively
by deductions from participant’s pay. FCX also hasinfunded pension plan for its directors andxaess benefits plan for its executives, both ofolwhio longer accrue benefits.

PT Freeport Indonesia PlaiPT Freeport Indonesia has a defined benefit pendamdenominated in Indonesian rupiah coveringtattially all of its Indonesian national employe$ Freeport
Indonesia funds the plan and invests the assetsciordance with Indonesian pension guidelines.pEmsion obligation was valued at an exchange fe&8¢980 rupiah to one U.S. dollar on December
31, 2010, and 9,420 rupiah to one U.S. dollar ooebeer 31, 2009. Indonesian labor laws enacte@08 2equire that companies provide a minimum le¥dlenefits to employees upon employment
termination based on the reason for terminationthec&mployee’s years of service. PT Freeport |edia's pension benefit disclosures include bensditted to this law. PT Freeport Indonesia’s
expected rate of return on plan assets is evalatiedst annually, taking into consideration itdrical yield and the long range estimated refarrthe plan based on the asset mix.

Atlantic Copper PlanAtlantic Copper has a contractual obligation denated in euros to supplement amounts paid to cemréired Spanish national employees. As requise8manish law,

beginning in August 2002, Atlantic Copper begarding 7.2 million euros ($10 million based on a Dber 31, 2010, exchange rate of $1.34 per eura)alyrfor 15 years to an approved insurance
company for its estimated 72 million euro contrattbligation to the retired employees. The insoeacompany invests the plan assets in accordarbeSpanish regulations, and Atlantic Copper has
no control over these investments.

Plan Information FCX uses a measurement date of December 31 folaits. In some plans, the plan assets exceed thenatated benefit obligations, while in the remaindhe accumulated benefit
obligations exceed the plan assets. InformatiortHfose plans where the accumulated benefit obdigatexceed the plan assets follows:

December 31

2010 2009
Projected benefit obligatic $ 1,66 $ 1,544
Accumulated benefit obligatic 1,581 1,45(
Fair value of plan asse 1,122 1,07¢
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Information on the FCX (including FMC'’s plans; aR@X’s SERP, director and excess benefits plans)-fe€port Indonesia and Atlantic Copper plans d&3eafember 31 follows:

PT Freepor
FCX Indonesie Atlantic Coppel
2010 2009 2010 2009 2010 2009
Change in benefit obligatiol
Benefit obligation at beginnin
of year $ 1,472 $ 1,412 $ 80 $ 59 $ 79 $ 81
Service cos 26 26 8 5 - -
Interest cos 82 85 8 7 4
Actuarial losses (gain: 104 64 41 4 - -
Foreign exchange losses (gai 1) 1 4 10 4 2
Curtailmentsa - 5) - - - -
Special retirement benefi2 - (©)] - - - -
Benefits paic (89 (208 Q)] &) ) ®
Benefit obligation at end of ye 1,59¢ 1,472 13¢ 80 71 79
Change in plan asse
Fair value of plan assets
beginning of yea 1,067 95¢ 78 42 21 19
Actual return on plan asse 12¢€ 20¢ 13 13 - -
Employer contribution? 5 6 8 19 10
Foreign exchange gains (loss 1) 1 4 9 - -
Benefits paic (89 (108) 6 ®) ) ()]
Fair value of plan assets at €
of year 1,112 1,067 97 78 23 21
Funded statu $ (486€) $ (405) $ (39 $ 2 $ (48 $ (58)
Accumulated benefit obligatic $ 151 $ 1,37¢ $ 68 $ 48 $ 71 $ 79
Weightec-average assumptiol
used to determine bene
obligations:
Discount rate 5.4(% 5.8(% 8.5(% 10.5(% 6.77% 6.77%
Rate of compensation increed 3.7%% 4.25% 8.0(% 8.0(% N/A N/A
Balance sheet classification
funded status
Other asset $ 6 $ 5 $ = $ = $ = $ =
Accounts payable ar
accrued liabilities 4) (4) - - - -
Other liabilities (48¢) (406) (39) @ (48) (59)
Total $ (486) $ (405) $ (38 $ 2 $ (48 $ (58)

a. Resulted from revised mine operating plans andatémhs in the workforce (refer to Note 17 for fugthdiscussion)

b. Employer contributions for 2011 are expected toragimate $40 million for the FCX plans, $8 millidor the PT Freeport Indonesia plan (based on a ibbee 31, 2010, exchange rate
8,990 Indonesian rupiah to one U.S. dollar) and@illlon for the Atlantic Copper plan (based on ad@mber 31, 2010, exchange rate of $1.34 per ¢

c. The discount rate shown in 2010 and 2009 for th¥ plans relates to all plans except the SERP flar.SERP ple's discount rate in 2010 and 2009 was 4.00 per

d. The rate of compensation increase shown for the plais only relates to the FMC pla
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The weighted-average assumptions used to detemeingeriodic benefit cost and the components opegbdic benefit cost for FCX'’s pension plans (Fsi@lans; and FCX’s SERP, director and
excess benefits plans) for the years ended DeceBibietlow:

2010 2009 2008
Weightec-average assumptior
Discount rate
FCX SERF 4.0(% 4.00% 4.0(%
FMC plans 5.8(% 6.1(% 6.3(%
Expected return on plan ass? 8.5(% 8.5(% 8.5(%
Rate of compensation incree 4.25% 4.25% 4.25%
Service cos $ 26 $ 26 $ 29
Interest cos 82 85 80
Expected return on plan ass (87) (73) (11¢)
Amortization of prior service co: 1) - 4
Amortization of net actuarial loss 22 26 -
CurtailmentsP - 1) -
Special retirement benefi = ) 39
Net periodic benefit cot $ 42 $ 60 $ 34

a. The assumptions shown only relate to the FMC pl
b. Resulted from revised mine operating plans andatéshs in the workforce (refer to Note 17 for fuettdiscussion)

The weighted-average assumptions used to detemaingeriodic benefit cost and the components opegbdic benefit cost for PT Freeport Indonesaid Atlantic Copper’s pension plans for the
years ended December 31 follow:

PT Freeport Indones

2010 2009 2008
Weightec-average assumptior
Discount rate 10.5(% 12.0(% 10.25%
Expected return on plan ass 8.2t% 10.0(% 9.0(%
Rate of compensation incree 8.0(% 8.0(% 8.0(%
Service cos $ 8 $ 5 $ 6
Interest cos 8 7 6
Expected return on plan ass () (5) 3
Amortization of prior service co: 1 1 1
Amortization of net actuarial los 1 1
Net periodic benefit co: $ 10 $ 9 $ 11
Atlantic Coppel
2010 2009 2008
Weightect-average assumptio
Discount rate 6.771% 6.77% 6.77%
Interest cos $ 3 $ 4 $ 4
Amortization of net actuarial los 1 1 2
Net periodic benefit co: $ 4 $ S $ 6

Included in accumulated other comprehensive incfloss) are the following amounts that have not lreengnized in net periodic pension cost: unrecghprior service credits of $2 million ($1
million net of tax and noncontrolling interestsamrecognized actuarial losses of $440 millior6@#hillion net of tax and noncontrolling interesa$)December 31, 2010; and unrecognized prior
service credits of $2 million ($1 million net ofktand noncontrolling interests) and unrecognizedal losses of $363 million ($264 million nettak and
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noncontrolling interests) at December 31, 2009. dieunts expected to be recognized in net perpefision cost for 2011 are less than $1 milliorpfdor service credits and $22 million
($14 million net of tax and noncontrolling intergstor actuarial losses.

FCX does not expect to have any plan assets rettonéin 2011.

Plan assets are classified within a fair valuedigry that prioritizes the inputs to valuation teiues used to measure fair value. The hierarcigsghe highest priority to unadjusted quoted grioe
active markets for identical assets or liabilifesvel 1), then to significant observable inpute\el 2) and the lowest priority to significant usebvable inputs (Level 3). For further discussibthe
different levels of the fair value hierarchy, refefNote 16.

A summary of the fair value hierarchy for pensidenpassets associated with the FCX plans follows:

Fair Value at December 31, 20

Total Level 1 Level 2 Level 3
Cash and cash equivalel $ 7% 7% -3 =
Equity securities
U.S. larg-cap core 29t 161 134 -
U.S. sma-cap core 101 60 41 -
Emerging markets equity co 75 75 - -
International equity cor 71 - 71 -
International equity valu 57 57 - -
Other 6 6 - -
Fixed income securitie:
Government bonc? 21& 68 147 -
Corporate bonda 14€ 72 74 -
Index-linked government bonc 7 1 6 -
Other 10 - 10 -
Other types of investment
Private equity fund 46 - - 46
Real estate 76 48 - 28
Total $ 1,112 $ 558 $ 48t $ 74

a. Atthe end of 2010, FCX reevaluated its level deteations and transferred $68 million of governmemids and $38 million of corporate bonds from lLlév® Level 1.

Following is a description of the valuation techreég used for pension plan assets measured atfag associated with the FCX plans. There have beamanges in the techniques used at December
31, 2010.

Common stocks are valued at the closing price tedain the active market on which the individuaisiies are traded.

Commingled funds are valued based on the underipivestments, which include common and preferredikst, and fixed income securities.

Mutual funds and cash equivalents are valued até¢heealizable value of shares held at year end.

Fixed income securities are valued using a biduatadn or a mid evaluation. A bid evaluation isestimated price at which a dealer would pay foe@usty. A mid evaluation is the average of the
estimated price at which a dealer would sell asgcand the estimated price at which a dealer @qualy for a security. These evaluations are baseglioted prices, if available, or models that use

observable inputs.

Private equity funds are valued at net realizableeusing information from general partners dhatclosing price reported on the active marketvbith the investments are traded.
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Real estate interests include real estate investinests and property funds. Real estate investsnem valued using quoted market prices reportdti®active market on which the investments are
traded, if available, or based at net realizablaevasing information from independent appraisah§, who have knowledge and expertise in the cumamket values of real property in the same
vicinity as the investments.

A summary of the fair value hierarchy for pensidanpassets associated with the PT Freeport Indeipésin follows:

Fair Value at December 31, 20

Total Level 1 Level 2 Level 3
Cash and cash equivalel $ 49 $ 419 $ -3 -
Common stock 29 29 - -
Government bonds 19 19 — —
Total $ 97 $ 97 $ - $ _

Following is a description of the valuation techreg used for pension plan assets measured atfag associated with the PT Freeport Indonesia filaere have been no changes in the techniques
used at December 31, 2010.

Cash equivalents, which primarily consist of tinepdsits, are valued at the net realizable valighafes held at year end.

Government bonds and common stocks are value@ aldking price reported on the active market oitkvthe individual securities are traded.

The techniques described above may produce adhie\calculation that may not be indicative of meetlizable value or reflective of future fair vasu€urthermore, while FCX believes its valuation
techniques are appropriate and consistent withr ettaeket participants, the use of different techeigor assumptions to determine the fair valuedham financial instruments could result in a

different fair value measurement at the reportiated

A summary of changes in the fair value of FCX’s &E® pension plan assets for the year ended Deae3ib2010, follows:

Private
Real Equity
Estate Funds Total
Balance at January 1, 20 $ 25 $ 40 $ 65
Actual return on plans asse
Realized gain 2 - 2
Net unrealized gains related
assets still held at the end of the y 1 2 3
Purchase - 7 7
Settlements, ne = (€) (€)]
Balance at December 31, 2C $ 28 $ 46 $ 74

Atlantic Copper’s plan is administered by a thity insurance company, and Atlantic Copper ispnovided asset allocations.
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The expected benefit payments for FCX’s (includiMC’s plans; and FCX's SERP, director and excesgtiis plans), PT Freeport Indonesia’s and AtlaBipper’s pension plans follow:

PT Freepor Atlantic

FCX Indonesie2 Copper?
2011 $ 87 $ 9 $ 8
2012 137 9 8
2013 88 9 8
2014 91 10 8
2015 93 11 8
2016 through 202 514 87 37

a. Based on a December 31, 2010, exchange rate d & €8nesian rupiah to one U.S. doll

b. Based on a December 31, 2010, exchange rate of $&r3euro

Postretirement and Other Benefits. FCX also provides postretirement medical andififurance benefits for certain U.S. employees emslhhme cases, employees of certain international
subsidiaries. These postretirement benefits vagranplans, and many plans require contributionsifretirees. The expected cost of providing suclirptiiement benefits is accrued during the years
employees render service.

The discount rate for FCX's postretirement medarad life insurance benefit plans was determinethersame basis as FCX’s pension plans.

Information on the postretirement benefit plansfa®ecember 31 follows:

2010 2009
Change in benefit obligatiol
Benefit obligation at beginning of ye $ 265 $ 257
Service cos 1 1
Interest cos 13 15
Actuarial losses (gain: (13) 20
Curtailmentsa - (©)]
Special retirement benefi2 - 2
Benefits paid, net of employee and partner contidng,
and Medicare Part D subsi (26) (27
Benefit obligation at end of ye 24C 268
Change in plan asse
Fair value of plan assets at beginning of y - -
Actual return on plans asst - -
Employer and partner contributio 30 30
Employee contribution 11 9
Benefits paid (412) (39)
Fair value of plan assets at end of y - -
Funded status $ (240 $ (265)
Discount rate assumptic 4.9(% 5.2(%
Balance sheet classification of funded sta
Accounts payable and accrued liabilit $ (26) $ (29
Other liabilities (2149 (236
Total $ (240 $ (265)

a. Resulted from revised mine operating plans andatémhs in the workforce (refer to Note 17 for fugthdiscussion)
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Included in accumulated other comprehensive incloss) are the following amounts that have not lreengnized in net periodic benefit cost: unrecoediprior service credits of less than $1
million and unrecognized actuarial losses of $3iomil($2 million net of tax and noncontrolling iméssts) at December 31, 2010; and unrecognized geivice credits of less than $1 million and
unrecognized actuarial losses of $15 million ($Iifion net of tax and noncontrolling interests)Zcember 31, 2009. The amount expected to be rexahim net periodic benefit cost for 2011 is |
than $1 million for prior service credits.

Expected benefit payments for these plans totalriflton for 2011, $24 million for 2012, $23 milliofor 2013, $22 million for 2014, $21 million fof25 and $91 million for 2016 through 2020.

The weighted-average assumptions used to detemeingeriodic benefit cost and the components opegbdic benefit cost for FCX’postretirement benefits for the years ended DeeeBil follow:

2010 2009 2008

Weightec-average assumptio@:

Discount rate 5.2(% 6.3(% 6.0(%

Expected return on plan ass— medical retireé® N/A N/A 3.3(%

Expected return on plan ass- life retireeP N/A N/A 4.3(%
Service cos $ 1 $ 1 $ 1
Interest cos 13 15 14
Expected return on plan assP - - (4)
Curtailment< - ?3) 23
Special retirement benefic - 2 -

Net periodic benefit cot I $ 15 I

a. The assumptions shown only relate to the FMC pl

b. During 2008, the two Voluntary Employees’ Biciary Association (VEBA) trusts were amende@liow benefit payments for both active employees @tirees; therefore, the VEBA trusts no
longer qualified as plan asse

c. Resulted from revised mine operating plans andatimhs in the workforce (refer to Note 17 for fugthdiscussion)

The assumed medical-care trend rates at Decembel@i:

2010 2009
Medica-care cost trend rate assumed
the next yea 8.25% 8.5%
Rate to which the cost trend rate is assu
to decline (the ultimate trend ral 4.7%% 5.C%
Year that the rate reaches the ultimate trend 202t 202

The effect of a one-percent increase or decread®imedical-care cost trend rates assumed forgtisement medical benefits would result in incemasr decreases of less than $1 million in the
aggregate service and interest cost componentthdgostretirement benefit obligation, the effefca one-percent increase is approximately $8 oniland the effect of a one-percent decrease is
approximately $7 million.

FCX has a number of postemployment plans covemgngrsince, long-term disability income, continuatidmealth and life insurance coverage for disalelegloyees or other welfare benefits. The
accumulated postemployment benefit consisted afi@ot portion of $8 million (included in accoumiayable and accrued liabilities) and a long-termipo of $53 million (included in other
liabilities) at December 31, 2010, and a curremtipo of $7 million (included in accounts payabledaaccrued liabilities) and a long-term portiorsd® million (included in other liabilities) at
December 31, 2009.

FCX also sponsors savings plans for the majoritysof).S. employees. The plans allow employee®idribute a portion of their pre-tax and/or aftex-tncome in accordance with specified

guidelines. These savings plans are principallyifigc 401(k) plans for all U.S. salaried and naardpined hourly employees. In these plans, paaitgexercise control and direct the investment of
their contributions and account balances amonguarinvestment options. FCX matches a percentagmpfoyee pre-tax deferral contributions up toaertimits,
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which vary by plan. In addition, prior to January2009, the FMC principal savings plan includedd@fipsharing feature for its non-bargained empkseEffective January 1, 2009, the FMC principal
savings plan was merged into the FCX savings pllich does not include a profit sharing feature.

During 2000, FCX and FM Services Company enharlceid primary savings plan for substantially allittemployees following their decision to terminéteir defined benefit pension plans.
Subsequent to the enhancement, FCX and FM Ser@oemany contribute amounts to individual accouatsling either 4 percent or 10 percent of each eyg@’s pay, depending on a combination
of each employeg’age and years of service as of June 30, 200@rfRployees whose eligible compensation exceedaigéeels, FCX provides an unfunded defined cbation plan. The balance
this liability totaled $49 million on December 2010, and $43 million on December 31, 2009.

Prior to January 1, 2009, FMC had a defined coutidim plan for its eligible employees hired on @ierJanuary 1, 2007. Under this plan, FMC contebiamounts to individual accounts ranging f
3 percent to 6 percent of each eligible employeatsings, depending on years of service. Effectarauary 1, 2009, this plan was merged into the B&»Xngs plan. Subsequent to January 1, 2009,
FMC contributes enhanced amounts for its eligilnipleyees hired on or after January 1, 2007, tagadipercent of each eligible employee’s earninggardless of years of service. However, most
eligible FMC employees who were receiving more thgrercent of their eligible earnings under thevimes FMC defined contribution plan will continuerieceive the higher percentage of their
eligible earnings.

The costs charged to operations for FCX's, FM SswiCompany’s, and FMC's employee savings planglafided contribution plans totaled $36 million2@10, $30 million in 2009 and $58 million
in 2008.

FCX has other employee benefit plans, certain aElwhare related to FCX’s financial results, whick gecognized in operating costs.

NOTE 11. STOCKHOLDERS’ EQUITY AND STOCK-BASED COMP ENSATION
Common Stock. At the 2008 annual stockholder meeting, FCX'skhwlders approved an increase in FCX’s authorstedes of capital stock to 1.85 billion sharessesiimg of 1.8 billion shares of
common stock and 50 million shares of preferredistduthorized shares were not affected by the fovesne stock split.

In December 2010, FCX’s Board of Directors declaagd/o-for-one split of its common stock in therfoof a stock dividend on issued and outstandingesh&€ommon shareholders of record at the
close of business on January 15, 2011, receive@ddditional share of common stock for every shiaey bwned as of that date. The additional shares issued on February 1, 2011, and increased
the number of shares outstanding to approximaibyrfillion from approximately 472 million. The paalue of FCX’s common stock remains at $0.10 perehAll references to shares of common
stock and per common share amounts have beenatsg adjusted to reflect the two-for-one stoghits unless otherwise noted. FCX’'s common stoaavetrading on a post-split basis on February
2,2011.

In July 2008, FCX’s Board of Directors approvedierease in the open-market share purchase programp to 30 million shares. During 2008, on a ppdit basis, FCX acquired 6.3 million shares
for $500 million ($79.15 per share average) and 28llion shares remain available under this pragrBuring September 2008, because of the finatwialoil and the decline in copper and
molybdenum prices, FCX suspended its purchasesanés under its open-market share purchase progtaartiming of future purchases of FCX’s commorcktis dependent on many factors,
including FCX'’s operating results, cash flows aiméficial position; copper, molybdenum and gold gsicdhe price of FCX’s common stock; and generahemic and market conditions.

In February 2009, FCX completed a public offerifig®.6 million shares of FCX common stock at anrage price of $14.00 per share, which generatessgymceeds of $750 million (net proceeds
of approximately $740 million).

In December 2008, FCX's Board of Directors suspérttie cash dividend on FCX’s common stock; accaglithere were no common stock dividends paidd@® In October 2009, FCX'Board o
Directors reinstated a cash dividend on FCX’s comistock at an annual rate of $0.30 per share. FBX&d of Directors authorized an increase in tighaividend on FCX’s common stock to an
annual rate of $0.60 per share in April 2010 amahtto an annual rate of $1.00 per share in Oct®®#0. In December 2010, FCX declared a supplemeatamon stock dividend of $0.50 per share,
which was paid on December 30, 2010, to commoresindders of record at
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the close of business on December 20, 2010. OnrbBleee29, 2010, FCX declared a regular quarterliddivd of $0.25 per share, which was paid on Fepruia2011, to common shareholders of
record at the close of business on January 15,.20%lBoard of Directors will continue to review X8 financial policy on an ongoing basis.

Preferred Stock. On March 28, 2007, FCX sold 28.75 million shave6%:% Mandatory Convertible Preferred Stock, vaitiquidation preference of $100 per share, fometeeds of $2.8 billion.
The 6%% Mandatory Convertible Preferred Stock veertematically converted on May 1, 2010, into shafdSCX common stock. The conversion rate was aaljis upon the occurrence of certain
events, including the payment in any quarter of wmm stock dividends exceeding $0.15625 per shatk,far shares converted on May 1, 2010, dependetieapplicable average market price of
FCX’s common stock over the 20-trading-day perindieg on the third trading day prior to May 1, 20Halders could elect to convert at any time ptioMay 1, 2010, at a conversion rate equal to
2.7432 shares of FCX common stock. During 2010tal bf 28,749,560 outstanding shares of FCX's 6B&hdatory Convertible Preferred Stock were conkiriéo 78.9 million shares of FCX
common stock (conversion rate equal to 2.7432 shaE#rECX common stock).

In March 2004, FCX sold 1.1 million shares of 5%2%n@ertible Perpetual Preferred Stock for net prdsef $1.1 billion. The conversion rate was adjpistaipon the occurrence of certain events,
including the payment in any quarter of common stiigidends exceeding $0.10 per share. As a restifte quarterly and supplemental common stocldéivils paid through August 31, 2009, each
share of preferred stock was convertible into 4B §ifares of FCX common stock, equivalent to a cmive price of approximately $23.22 per common shiar December 2008, through privately
negotiated transactions, FCX induced conversidz68{331 shares of its 5%2% Convertible PerpetudeResl Stock with a liquidation preference of $26#ion into 11.5 million shares of FCX
common stock. To induce conversion of these sh&@X,issued to the holders an additional 2.0 millhares of FCX common stock valued at $22 millienich was recorded as losses on induced
conversions in the consolidated statements of éipas In September 2009, FCX called for redemptienremaining outstanding shares of its 5%:% CdiblerPerpetual Preferred Stock. Of the
831,554 shares outstanding at the time of the 830,529 shares were converted into 35.8 milliare$ of FCX common stock, and the remaining 1,025es were redeemed for approximately $1
million in cash.

Stock Award Plans. FCX currently has awards outstanding under d@sksbased compensation plans, including two Phetmige plans resulting from the acquisition. As ecBmber 31, 2010, only
two of the plans, both of which are stockholderrappd (which are discussed below), have awarddadlaifor grant.

The 2003 Stock Incentive Plan (the 2003 Plan) plewifor the issuance of stock options, SARs, msttistock, restricted stock units and other stuaed awards. The 2003 Plan allows FCX to grant
awards for up to 16 million common shares to el@jtarticipants. In 2006, FCX’s stockholders apgathe 2006 Stock Incentive Plan (the 2006 Plaw),RCX’s stockholders approved amendments
to the plan in 2007 primarily to increase the nunddeshares available for grants and in 2010 tonitegrants to outside directors. The 2006 Plan joies/ for the issuance of stock options, SARs,
restricted stock, restricted stock units and oseck-based awards for up to 74 million common ehafs of December 31, 2010, shares availablerfortgotaled 41.7 million shares under the 2006
Plan and less than 30,000 shares under the 2083 Pla

In connection with the Phelps Dodge acquisitionyfer Phelps Dodge stock options and restrictecksto@rds were converted into 1,613,190 FCX stodlonp and 174,782 FCX restricted stock
awards, which retain the terms by which they weigimally granted under Phelps Dodge’s plans. Tthelsoptions carry a maximum term of 10 years Wi44,268 stock options vested upon the
acquisition of Phelps Dodge and 268,922 stock opttbat vested ratably over a three-year perideperiod until the participant became retiremadigible, whichever was shorter. Restricted stock
awards generally became fully vested in five yeait) a majority of these shares having gradesting features in which 25 percent of the shawxasld vest on the third and fourth anniversariethe
award and the remaining 50 percent in the fifthryeaFebruary 2010, the former Phelps Dodge sl stock agreements were amended to acceleeatesting period of the restricted stock awards
that were converted upon the acquisition of PhBlpdge; therefore, these restricted stock awarddyding the cash portion that resulted from thevession of these restricted stock awards at the
time of the acquisition) became fully vested. Taie ¥alue of the restricted stock awards was detexchbased on the quoted market price at the tinleecacquisition.
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Stock-Based Compensation C@&mpensation cost charged against earnings fok-stased awards for the years ended December il

2010 2009 2008

Stock options awarded to employees (including tirsy $ 84 $ 67 $ 66
Stock options awarded to nonemploy 5 5 5
Restricted stock units awarded to employ

(including directors 30 29 56
Restricted stock units in lieu of cash awe - - (29) a
Restricted stock awards to employ: 1 2 8
Stock appreciation rights (SAR 2 4 6

Total stocl-based compensation c® 122 107 95
Tax benefil (45 (41) (36)
Noncontrolling interes’ share (©)] 3 2

Impact on net income (los $ 74 $ 63 $ S7

a. Reflects an adjustment related to 2007 aw:e

b. Amounts are before Rio Tir's share of the cost of employee exercises-the-money stock options, which decreased consolidakidg, general and administrative expenses by #bmin
2010, $2 million in 2009 and $1 million in 20C

FCX did not capitalize any stock-based compensatimts to property, plant, equipment and developroests during the years ended December 31, 2@D9, 2nd 2008.

Options and SARStock options and SARs granted under the plansrgiynexpire 10 years after the date of grant aest in 25 percent annual increments beginning eae fyom the date of grant.
The plans and award agreements provide that gaatits will receive the following year’s vestingeaftetirement and provide for accelerated vesfitigeire is a change in control (as defined in the
plans). FCX has elected to recognize compensatists dor stock option awards that vest over seweraits on a straight-line basis over the vestinggeFCX accelerates one year of amortization for
retirement-eligible employees.

A summary of options outstanding as of Decembef810, including 95,896 SARs, and changes durieg/dar ended December 31, 2010, follows:

Weighte«-
Average
Weightec Remaining Aggregate
Number of Average Contractua Intrinsic
Options Option Price Term (years Value
Balance at January 24,921,59 $ 27.5¢
Granted 8,303,001 36.1¢
Exercisec (6,081,65() 27.5¢
Expired/Forfeitec (212,500 30.2¢
Balance at December : 26,930.44 30.22 74 $ 80¢
Vested and exercisable at December 31 9,079,69 31.0C 5.9 $ 264

149




Table of Content

Summaries of options outstanding, including SARs, ehanges during the years ended December 3follo

2009 2008
Weightec Weightec
Average Average
Number of Option Number of Option
Options Price Options Price
Balance at January 19,705,89 $ 32.4¢ 2151959 $ 29.0¢
Granted 7,302,001 12.9¢ 2,899,001 45.5¢
Exercisec (1,571,87:) 20.1¢ (4,397,20) 24.2¢
Expired/Forfeitec (514,420 30.2¢ (315,500 35.21
Balance at December : 24,921,59 27.5¢ 19,705,89 32.4¢

The fair value of each option award is estimatedhendate of grant using the Black-Scholes-Mertotioo valuation model. Expected volatility is basedimplied volatilities from traded options on
FCX'’s stock and historical volatility of FCX's stkcFCX uses historical data to estimate futureapéxercises, forfeitures and expected life ofaptons. When appropriate, separate groups of
employees that have similar historical exercisealigh are considered separately for valuation psepoThe expected dividend rate is calculated ubm@nnual dividend (excludes supplemental
dividends) at the date of grant. The risk-freeresérate is based on Federal Reserve rates itt éffebonds with maturity dates equal to the expéterm of the option at the grant date. The weidth
average assumptions used to value stock optiondaveuring the years ended December 31 follow:

2010 2009 2008
Expected volatility 51.9% 70.€% 49.2%
Expected life of options (in year 4.61 4.37 4.6
Expected dividend rai 0.8% —% 2.%
Risk-free interest rat 2.2% 1.5% 3.2%

The weighted-average grant-date fair value of otigranted was $15.33 per option during 2010, $Fet4ption during 2009 and $17.45 per option du#i808. The total intrinsic value of options
exercised was $129 million during 2010, $24 millduring 2009 and $128 million during 2008. The ltfair value of options vested was $61 million ahgri2010, $70 million during 2009 and

$61 million during 2008. As of December 31, 201@X+had $107 million of total unrecognized compeitmsatost related to unvested stock options expetctee recognized over a weighted-average
period of 1.6 years.

The following table includes amounts related toreises of stock options and SARs and vesting dfictad stock units and restricted stock awardsnduthe years ended December 31:

2010 2009 2008
FCX shares tendered to pay the exercise |
and/or the minimum required tax2 934,09¢ 542,78t 823,91!
Cash received from stock option exerci $ 10¢ $ 18 $ 56
Actual tax benefit realized for tax deductic 50 21 78
Amounts FCX paid for employee tax 28 12 34
Amounts FCX paid for exercised SA 1 1 1

a. Under terms of the related plans, upon egeraf stock options and vesting of restricted stouks and restricted stock awards, employees erager FCX shares to FCX to pay the exercise price
and/or the minimum required taxes. These treaswayes were not affected by the -for-one stock split

Restricted Stock UnitPrior to December 2008, FCX had a restricted spyolgram that allowed FCX senior executives to giececeive restricted stock units in lieu of allpart of their annual cash
incentive compensation. Effective December 2, 28@8Board of Directors discontinued this programd,ahereafter, initiated a new annual incentivandbr the FCX executive officers. The annual
incentive plan requires that a portion of each aiiee’s annual bonus be paid in restricted stodkstthat will continue to be subject to a performamcondition for three years. The annual incentive
award is a function of FCX'’s consolidated operatiagh flows for the preceding year and, therefowasidered a performance-based award. The reststbek units vest ratably over three years, and
this plan provides that the FCX executive officeit receive the following year's vesting upon retnent provided the performance condition is mbee fair value of the restricted stock
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units are estimated based on projected operatsty ftavs for the year and are charged to expernablyaover three years, beginning with the yeairduwhich the cash flows were generated as
performance of services commenced in the calerekaryreceding the date of grant.

FCX also granted other restricted stock units ¥ieat over a period of up to five years. The plam@vard agreements provide for accelerated vesfiny restricted stock units if there is a chaofe
control (as defined in the plans) and provide gaticipants will receive the following year’s viest after retirement (except for the restricteccktonits with five year vesting that do not allow
acceleration because of retirement). Dividendsiatedest on restricted stock units accrue and aie ygpon the award’s vesting.

FCX grants restricted stock units to its directdiise restricted stock units vest over four yeate fair value of the restricted stock units is azed over the fougear vesting period or the period u
the director becomes retirement-eligible, whicheseshorter. Upon a director’s retirement, allledit unvested restricted stock units immediatebt.vEor retirement-eligible directors, the fairwalof
restricted stock units is recognized in earningshendate of grant.

A summary of outstanding restricted stock unitsfaecember 31, 2010, and activity during the ysated December 31, 2010, follows:

Weightec-
Average
Number of Remaining Aggregate
Restrictec Contractua Intrinsic
Stock Units Term (years Value
Balance at January 2,873,99i
Granted 671,73¢
Vested (1,401,48i)
Forfeited (3,339
Balance at December : 2,140,91. 11 $ 12¢

The total grant-date fair value of restricted staokts granted during the year ended December(@lQ,2vas $23 million. The total intrinsic valuerestricted stock units vested was $50 million dyrin
2010, $22 million during 2009 and $33 million dugi#008. As of December 31, 2010, FCX had $9 milbbrotal unrecognized compensation cost relatatht@sted restricted stock units expected to
be recognized over a weighted-average period sftlemn one year.

Restricted Stock AwardAs discussed above, FCX had restricted stock avihedsvere issued in connection with the Phelpsdeaatquisition. A summary of outstanding restrictextk awards as of
December 31, 2010, and activity during the yeaedridecember 31, 2010, follows:

Balance at January 74,22¢
Vested (74,22¢)

Balance at December . -

The total grantdate fair value of restricted stock awards was $om at the acquisition date. The total fair valaf shares released or vested was $3 million @10 and less than $1 million dur
2009 and 2008. As of December 31, 2010, FCX hadthen $1 million of total unrecognized compensatost related to the unvested cash portion, wieshlted from the conversion of restricted
stock awards at the acquisition date, expecte@ t@bognized over a weighted-average period ofttessone year.
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NOTE 12. INCOME TAXES
Geographic sources of income (loss) before incaxestand equity in affiliated companies’ net eagsifor the years ended December 31 consist oblfening:

2010 2009 2008
United State: $ 1,307 $ 98 $ (13,850()
Foreign 7,20¢ 5,71¢ 541
Total $ 8,517 $ 5,81¢ $ (13,309
FCX'’s provision for (benefit from) income taxes the years ended December 31 consists of the fimitpw
2010 2009 2008
Current income taxe
Federa $ 207 $ 19 $ 53€
State 27 7 14
Foreign 2,50( 2,172 1,261
Total current 2,73¢ 2,19¢ 1,811
Deferred income taxes (benefit
Federal 20 (70) (3,63%)
State (10) 79 (68€)
Foreign 23¢ 10C (657)
Total deferrec 24¢ 10¢ (4,97¢)
Valuation allowance on prior year deferi
tax asse - = 322
Provision for (benefit from) income tax $ 2,98t $ 2,307 $ (2,849

A reconciliation of the U.S. federal statutory taxe to FCX's effective income tax rate for the ngeanded December 31 follows:

2010 2009 2008
Amount Percen! Amount Percen Amount Percen

U.S. federal statutory tax re $ 2,97¢ 35% $ 2,03¢ 35% $ (4,65¢) 35%
Foreign tax credit limitatiol 93 1 112 2 95 1)
Percentage depletic (263) ®3) (16€) 3) (336) 3
Withholding taxes 174 2 22¢ 4 4 -
Valuation allowance on minimu

tax credits 18 - 104 2 35¢ ?3)
Goodwill impairment - - - - 2,09t (16)
State income taxe 17 - 2 - (437) 3
Other items, ne (39 = (€)) - 34 -
Provision for (benefit from

income taxes $ 2,988 35% $ 2,307 40% $ (2,849 21%

FCX paid federal, state, local and foreign incomees totaling $2.6 billion in 2010, $1.6 billion2009 and $2.7 billion in 2008. FCX received refsind federal, state, local and foreign income taxes
of $26 million in 2010, $193 million in 2009 and & million in 2008.
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The components of deferred taxes follow:

December 31

2010 2009
Deferred tax asset
Foreign tax credit $ 1,837 $ 1,66¢
Net operating loss carryforwar 44z 521
Minimum tax credits 41z 50¢
Accrued expense 931 882
Employee benefit plar 21t 234
Inventory 164 74
Other 224 13€
Deferred tax asse 4,22¢ 4,02(
Valuation allowance (2,226) (2,157)
Net deferred tax asse 2,00¢ 1,868
Deferred tax liabilities
Property, plant, equipment and development ¢ (3,879 (3,609)
Undistributed earning (917) (76€)
Other (28 (66)
Total deferred tax liabilitie (4,819 (4449
Net deferred tax liabilitie $ (2,819 $ (2,579

At December 31, 2010, FCX had U.S. foreign tax itremrryforwards of $1.8 billion that will expireebween 2011 and 2020, and U.S. minimum tax credits/forwards of $413 million that can be
carried forward indefinitely, but may be used otythe extent that regular tax exceeds the alteatinimum tax in any given year.

At December 31, 2010, FCX had (i) Congolese netaijyg loss carryforwards of $898 million that dancarried forward indefinitely, (ii) U.S. net staiperating loss carryforwards of $669 million
that expire between 2011 and 2030, and (iii) Sppanét operating loss carryforwards of $455 milltbat expire between 2011 and 2025.

On the basis of available information at Decemter2B10, FCX has provided valuation allowanceséstain of its deferred tax assets where FCX be#ieizis more likely than not that some portion
or all of such assets will not be realized. At Dmber 31, 2010, valuation allowances totaled $2Ibbiand covered all of FCX’s U.S. foreign tax ditecarryforwards, and a portion of its foreign net
operating loss carryforwards, U.S. state net opeydbss carryforwards and U.S. minimum tax creditryforwards. This valuation allowance include$ $llion relating to tax benefits that, if
recognized, would be credited directly to other poghensive income.

At December 31, 2009, valuation allowances tot$2@ billion and covered all of FCX's U.S. foreitax credit carryforwards and U.S. state net opegdtss carryforwards, and a portion of its
foreign net operating loss carryforwards and U.Bimum tax credit carryforwards. This valuationoa¥lance included $44 million relating to tax berefiat, if recognized, would be credited directly
to other comprehensive income.

The $69 million increase in the valuation allowadceing 2010 was primarily a result of an incre@msfreign tax credit carryforwards, partly offést a decrease in minimum tax credit carryforwards.
In July 2010, the Chilean legislature approved emacted a temporary increase to the provisionaocate income tax rate for 2011 and 2012. Taxes @&a result of the increase will be available as
a credit against withholding taxes applicable airdtiutions to non-resident shareholders. As altiebe increase in the corporate income tax raendt have an impact on our financial results for
2010, and FCX does not expect the change in rateave a significant impact on its financial resut 2011 and 2012.

In October 2010, the Chilean legislature approvetharease in mining royalty taxes to help fundfegwake reconstruction activities, education arathgrograms. Mining royalty taxes at FCX'’s El

Abra and Candelaria mines are currently stabilthedugh 2017 at a rate of 4 percent and totaledniii®n in 2009 and a net credit of $17 million2008. However, under the new legislation, FCX
has opted to transfer from its stabilized rathoriew sliding scale of 4 to 9 percent (dependmthe operational margin) for the years 2010 thho2@12 and will
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return to its 4 percent rate for the years 2018uh 2017. Beginning in 2018 and through 2023sreti move to a sliding scale of 5 to 14 percéd.a result of the increase in the mining royalty
taxes, FCX recognized an additional tax expensd@fmillion ($11 million net of noncontrolling intests) in 2010.

A summary of the activities associated with FCXsarve for unrecognized tax benefits, interestpemalties follows:

Unrecognizet

Tax Benefits Interest Penalties

Balance at January 1, 20 $ 23¢ $ 23 $ -
Additions:

Prior year tax position 25 * *

Current year tax positior 12 * *

Interest and penaltie - 15 -
Decreases

Prior year tax position - * *

Current year tax positior (13) * *

Lapse of statute of limitatior 9) * *

Interest and penaltie - @ -
Balance at December 31, 2C 252 34 -
Additions:

Prior year tax position 9 * *

Current year tax positior 24 * *

Interest and penaltie - 2 -
Decreases

Prior year tax position (26) * *

Current year tax positior - * *

Lapse of statute of limitatior (60) * *

Interest and penaltie - 3 -
Balance at December 31, 2C $ 20C $ 33 $ -

* Amounts not allocatec

The reserve for unrecognized tax benefits of $20omat December 31, 2010, includes $133 mill{&7 million net of income tax benefits) that,eécognized, would reduce FCX’s provision for
income taxes.

Changes in the reserve for unrecognized tax bereggociated with current year tax positions weiragily related to uncertainties associated wi@XFs cost recovery methods. Changes in the
reserve for unrecognized tax benefits associatéuprior year tax positions were primarily relatedhe refinement of estimated information to acaral the expiration of statute of limitations.

FCX or its subsidiaries file income tax returnghie U.S. federal jurisdiction and various state fmelign jurisdictions. The tax years for FCX atslsignificant subsidiaries that remain subject to
examination are as follows:

Jurisdiction Years Under Examinatic Additional Open Year
U.S. Federa 200%-2006, 2010
Short Year Ending March 19, 20
Short Year Ending December 31, 2(

200¢-2009
Indonesie 200:-2008 200¢-2010
Peru 2006 2002z-2005, 200-2010
Chile 2009 2010
Arizona 200:-2007 200¢-2010
New Mexico - 200:-2010
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NOTE 13. CONTINGENCIES

Environmental. FCX incurred aggregate environmental capital egfiares and other environmental costs, includingtjeenture partners’ share, totaling $372 milliar2010, $289 million in 2009
and $377 million in 2008.

FCX subsidiaries that operate in the U.S. are stibjevarious federal, state and local environmdates and regulations that govern emissions opallutants; discharges of water pollutants; and
generation, handling, storage and disposal of ldazsrsubstances, hazardous wastes and other tateciafs. FCX subsidiaries that operate in the dl& are subject to potential liabilities arising
under CERCLA or similar state laws that impose oesgbility on persons who arranged for the dispe$éilazardous substances, and on current and peewisners and operators of a facility for the
cleanup of hazardous substances released frorachigyfinto the environment, including damages&tural resources, irrespective of when the dartagfee environment occurred or who caused it.
That liability often is shared on a joint and seldrasis with all other owners and operators, m&gtiiat each owner or operator of the propertyliy fesponsible for the cleanup, although in many
cases some or all of the other historical ownergperators no longer exist, do not have the fireratility to respond or cannot be found. As a ltebecause of FCX’s acquisition of Phelps Dodge in
2007, many of the subsidiary companies FCX now cavegesponsible for a wide variety of environmergmediation projects throughout the U.S. FCX etpéo spend substantial sums annually
many years to address those remediation issuesilCEICX subsidiaries have been advised by the En8ironmental Protection Agency (EPA), the Depanirof the Interior, the Department of
Agriculture and several state agencies that, uB&RCLA or similar state laws and regulations, thegy be liable for costs of responding to environtaktonditions at a number of sites that have
been or are being investigated to determine whe#leases of hazardous substances have occurrei smdio develop and implement remedial actitinaddress environmental concerns. As of

December 31, 2010, FCX had more than 100 actived&tion projects in the U.S. in 27 states. FC&I$® subject to claims where the release of harardobstances is alleged to have damaged
natural resources.

A summary of changes in environmental obligatiamrsiie years ended December 31 follows:

2010 2009 2008
Balance at beginning of ye $ 1,46¢ $ 1,401 % 1,26¢
Liabilities assumed in the acquisition of Phelpsibe - - 117
Accretion expensa 97 10z 95
Additions 19 40 36
Reductions - 3 @)
Spending (15¢) (76) (114)
Balance at end of ye. 1,422 1,46¢ 1,401
Less current portio (13¢) (168) (120
Long-term portion $ 1,28: $ 1,29¢ $ 1,281

a. Represents accretion of the fair value of enviromialeobligations assumed in the acquisition of ph&odge, which were determined on a discounteld ftaw basis

Estimated environmental cash payments (on an unaiiged and unescalated basis) total $138 millic0ihl, $93 million in 2012, $86 million in 2013,%#illion in 2014, $65 million in 2015 and
$1.9 billion thereafter.

As a result of the acquisition of Phelps Dodge, R&Za$§ required to record Phelps Dodge’s environnheiégations at fair value on the acquisition det@ccordance with business combination
accounting guidance. Significant adjustments teehebligations could occur in the future. New emwinental obligations will be recorded as describedote 1 under “Environmental Expenditures.”
At December 31, 2010, FCX'’s environmental obligasidotaled $2.3 billion on an undiscounted and calesed basis ($1.4 billion on a discounted falugédasis), and FCX estimates it is reasonably
possible that these obligations could range betded billion and $3.3 billion on an undiscountedi ainescalated basis.

FCX believes that there may be potential claimgéaovery from other third parties, including theSUgovernment and other PRPs. These potentialeeies are not recognized unless realization is
considered probable.

At December 31, 2010, the most significant envirental obligations were associated with the PinakRisite in Arizona, the Newtown Creek site in Néovk City, several historical smelter sites
principally located in Arizona,
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Kansas, Oklahoma and Pennsylvania, and uraniunngaites in the western U.S. The recorded envirotahebligations for these sites totaled $1.1 dwillat December 31, 2010. A discussion of
these sites follows.

Pinal Creek The Pinal Creek site was listed under the Arizoeaddtment of Environmental Quality’s (ADEQ) Wateudity Assurance Revolving Fund program in 1989dmntamination in the
shallow alluvial aquifers within the Pinal Creelaoage near Miami, Arizona. Since that time, envinental remediation was performed by members oPthal Creek Group (PCG), consisting of
Phelps Dodge Miami, Inc. (Miami), a wholly ownedsidiary of FMC, and two other companies. In 1388, District Court approved a Consent Decree betvlee PCG members and the state of
Arizona resolving all matters related to an enforeat action contemplated by the state of Arizoreiresg the PCG members with respect to groundwatetamination. The Consent Decree comm
the PCG members to complete the remediation wotlined in the Consent Decree, and that work comtnat this time and is expected to continue forynyears in the future. Miami also was a party
to litigation entitled Pinal Creek Group, et alNewmont Mining Corporation, et glUnited States District Court, District of Arizar@ase No. CIV 91-1764 PHX DAE (LOA), filed on May 1991.
Pursuant to a settlement in 2010, Miami paid $4dianito certain members of the PCG to settle thacation of previously incurred costs, and agreethke full responsibility for future groundwater
remediation at the Pinal Creek site, with limitedeptions. The settlement did not result in a cleaghe obligation, which was estimated at falugavhen assumed in the Phelps Dodge acquisition.

Newtown CreelFrom the 1930s until 1964, Phelps Dodge Refiningp@xation (PDRC), a subsidiary of FMC, operatednalger, and from the 1930s until 1984, it operatedfinery, on the banks of
Newtown Creek, which is a 3.5 m-long waterway that forms part of the boundary feetwBrooklyn and Queens in New York City. Heavyusttialization along the banks of Newtown Creek and
discharges from the City of New Yogksewer system over more than a century resultedjmificant environmental contamination of the eratay. The New York Attorney General previouslyified
several companies, including PDRC, about possibligations to clean up sediments in Newtown Créelarch and April 2010, EPA notified PDRC and fiethers that EPA considers them to be
PRPs under CERCLA. The notified parties began wgrkiith EPA to identify other PRPs, and EPA propbtet the notified parties perform a Remedial stigation/Feasibility Study (RI/FS) at
their expense and reimburse EPA for its oversigbte EPA is not expected to propose a remedy afiteit an RI/FS is completed, which is expectethke several years. On September 29, 2010,
designated Newtown Creek as a Superfund site. Tdegms did not result in an adjustment to thegaltion, which was estimated at fair value wheruased in the Phelps Dodge acquisition. The
actual costs of fulfilling these remedial obligatsoand the allocation of these costs among PRRsaeztain and subject to change based on chawatten information, EPA remedy selection and
related allocation determinations.

Historical Smelter Site. FMC and its predecessors at various times ownegerated copper and zinc smelters in severasstatcluding Arizona, Kansas, Oklahoma and Penagyd. For some of
these smelter sites, certain FCX subsidiaries baea advised by EPA or state agencies that theybmdigble for costs of investigating and, if agmiate, remediating environmental conditions
associated with the smelters. At other sites, teR&X subsidiaries have entered into state volyrmamediation programs to investigate and, if appate, remediate site conditions associated with
the smelters. The historical smelter sites areaiipus stages of assessment and remediation. Thmbst significant environmental obligations fostbrical smelter sites relate to Blackwell,
Oklahoma, and Bisbee, Arizona.

From 1916 to 1974, Blackwell Zinc Company, Inc. BZan indirect subsidiary of FCX, owned and opeta zinc smelter in Blackwell, Oklahoma. In 19{T¥, smelter was demolished and the
property deeded to the Blackwell Industrial AuttyrPursuant to an administrative order with thetesbf Oklahoma, BZC undertook remedial actionBlatkwell in 1996 and 1997, including
sampling the nearby residential and commercial gntigs, and removing soils on properties that viened to have metal concentrations above statéléesttiad cleanup standards. From 1997 to 2003,
BZC investigated the nature and extent of groundm@dntamination potentially attributable to thenier smelter and evaluated options for remedyimty ®@ntamination. In 2003, the state of
Oklahoma adopted a cleanup plan requiring thellattan of a groundwater extraction and treatmeystesm and the closure of domestic groundwater wetlsin the groundwater plume area. BZC
completed the construction of a groundwater extaand treatment system, with system startup aitidlidischarge of treated water occurring in @e02010.

In 2007, FCX, on behalf of BZC, commenced a volgntammmunity outreach program by inviting propestyners in and around Blackwell to have their prpsrsampled for the presence of smelter-
related contaminants, and offering to remediat@ries whose soils were found to have metal cdaraions above state-established
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cleanup standards. With the exception of possiied interior cleanup work, residential yard olgas, which started in October 2008, are essentialihplete; although it is possible that additional
homeowners could request to participate in the iagipemediation program in the future. All of tleesoil sampling and remediation activities are g@oordinated with, and supervised by, the state
of Oklahoma.

On April 14, 2008, a purported class action wasdfiigainst FCX and several of its direct and irdisebsidiaries, including BZC, entitled Coffey abt v. FreeporMcMoRan Copper & Gold, Inc., et
al., Kay County, Oklahoma District Court, Case No. C0&®8. This suit alleges that the operations of BZIhc smelter in Blackwell, Oklahoma, from 1918811974 resulted in contamination of
soils and groundwater in Blackwell and the surrongdirea. The complaint seeks unspecified compensand punitive damages on behalf of the putatiaes members, consisting of current and
former residents and property owners, for allegedrtition in property values. Plaintiffs also regtedl an order compelling remediation of allegediytaminated properties and the establishmen
monetary fund to pay for monitoring the present futdre health of the putative class members. Qordy 2, 2010, the court granted FCX’s motionigss the plaintiffs’ medical monitoring
claims, and the court denied plaintiffs’ requestriEconsideration at a hearing on May 6, 2010.

On December 7, 2009, 18 individuals filed a relateiti ( Brown et al. v. FreepeMcMoRan Copper & Gold Inc., et alKay County, Oklahoma District Court, Case No.2009-213), alleging

personal injuries resulting from exposure to lead seeking compensatory and punitive damages. hetM2010, the case was removed to the U.S. Disaetrt for the Western District of Oklahoma

in Oklahoma City (CIV-10-295-HE). On July 23, 2010e federal district court denied plaintiffs’ rexgi to remand the suit to state court. FCX inteadtefend both of these matters vigorously and no
estimates can be made for ranges of losses that¢a@senably possible with respect to these twoscase

On October 15, 2009, the City of Blackwell and Biackwell Municipal Authority filed an action in Birict Court of Kay County, Oklahoma, against FGXl @everal of its direct and indirect
subsidiaries, including BZC, entitled City of Blae#ll et al. v. FreepoicMoRan Copper & Gold, Inc, et glKay County, Oklahoma District Court, Case No.2009-15B. The suit alleged that the
operations of BZC's zinc smelter resulted in coritetion of the soils and groundwater in the CityBédickwell. The plaintiffs alleged nuisance, trespanegligence and unjust enrichment and claimed
unspecified actual, equitable (for unjust enrichthand punitive damages. In February 2010, FCXheda partial settlement with the City of Blackwaaiid the Blackwell Municipal Authority by
paying $54 million (included in accounts payabld ancrued liabilities at December 31, 2009) tdeeitt of the claims except for future damagestiedato the potential failure of FCX’s groundwater
remediation system (which commenced startup in @1t@010) to prevent contamination from enterirg@lity of Blackwell’s wastewater treatment system.

From the 1880s until 1975, FMC and certain predsareand subsidiary entities operated a copper meae Bisbee, Arizona. A series of smelters operat@&isbee from approximately 1879 through
1908. In 2000, FMC entered the Bisbee area inté\timna Voluntary Remediation Program (VRP) admstieied by ADEQ. In 2008, FMC expanded the VRP ptdjeinclude other communities
near Bisbee and commenced a voluntary communitgaci program inviting property owners to havessailtheir properties sampled for the presencenefter and mineelated metals. For propel
owners whose soils are found to have metal coratimis above ADEQ-established cleanup standard§; kds offered to remove the impacted soils andioepthem with clean soils. As a result,
FCX charged operating income and increased its@mviental obligation for Bisbee soil cleanup by $3illion in 2009. For those property owners thajuested sampling, approximately 47 percent
require some level of cleanup. As of January 3112@pproximately 10 percent of the residentisghicigps were completed.

Uranium Mining Sites.During a period between 1940 and the early 195@ain FMC predecessor entities were involvedramium exploration and mining in the western U.ifar exploration
and mining activities by other companies have caesironmental impacts that have warranted rentiedisand EPA and local authorities are currentigleating the need for significant cleanup
activities in the region. To date, FMC has undestatemediation at a limited number of sites assediwith these predecessor entities. FCX recogritze@xistence of a potential liability and
established environmental obligations for formemium sites. An initiative to gather additionaldrhation about sites in the region is ongoing, iafefmation gathered under this initiative was
submitted to EPA Region 9 during the second and tpiarters of 2008 and the fourth quarter of 2@0@sponse to an information request by EPA reéggrdranium mining activities on Navajo
Nation properties. FCX utilized the results of F's remediation experience, in combination with digtal and updated information gathered to dat&itally estimate the fair value of uranium-
related liabilities assumed in the Phelps Dodge
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acquisition. No new information has been develdpedugh the date of the financial statements tbaiires an adjustment to the initial fair valuereate of those environmental obligations.
Asset Retirement Obligations (AROs).FCX's ARO cost estimates are reflected on a tpady cost basis and comply with FCX's legal obiga to retire tangible, long-lived assets.

A summary of changes in FCX’s AROs for the yeamdeehDecember 31 follows:

2010 2009 2008
Balance at beginning of ye $ 731 % 71z $ 72¢
Liabilities incurred 5 12 5
Revisions to cash flow estimat 10E a7 21
Accretion expens 54 52 51
Spending (39) (29) (92)
Foreign currency translation adjustm (€] - 2
Balance at end of ye. 85€ 731 712
Less current portio (69 (46) (42
Long-term portion $ 781 % 68 $ 67(

ARO costs may increase or decrease significanttiierfuture as a result of changes in regulatiengineering designs and technology, permit moditica or updates, mine plans, inflation or other
factors and as actual reclamation spending ocARE activities and expenditures generally are nadsg an extended period of time commencing neaetiteof the mine life; however, certain
reclamation activities may be accelerated if lggeguired or if determined to be economically Wi

During 2010, the revisions to cash flow estimateseaprimarily related to the increased cost anélacated timing of closure activities at Chino.

Legal requirements in New Mexico, Arizona and Catl require financial assurance to be providedh®restimated costs of reclamation and closuréydirg groundwater quality protection
programs. FCX has satisfied financial assuranceimegents by using a variety of mechanisms, sugieg®rmance guarantees, financial capability destrations, trust funds, surety bonds, letters of
credit and collateral. The applicable regulatiomscify financial strength tests that are desigmecbnfirm a company’s or guarantor’s financial daifiy to fund estimated reclamation and closure
costs. The amount of financial assurance FCX igired to provide will vary with changes in lawsgutations and reclamation and closure requiremamdscost estimates. At December 31, 2010,
FCX’s financial assurance obligations associatall elosure and reclamation costs totaled $793anillof which approximately $482 million was in tteem of parent company guarantees and

financial capability demonstrations. At Decembey 2110, FCX had trust assets totaling $137 milliwhich are legally restricted to fund a portionitefAROs for Chino, Tyrone and Cobre as requ
by New Mexico regulatory authorities.

New Mexico Environmental and Reclamation ProgreéFCX’'s New Mexico operations are regulated undeMbes Mexico Water Quality Act and regulations admptinder that act by the Water
Quality Control Commission (WQCC). The New Mexicovitonment Department (NMED) has required eacthe$é operations to submit closure plans for NMEdpigroval. The closure plans must
include measures to assure meeting groundwateitygsendards following the closure of dischargiagilities and to abate any groundwater or surfaager contamination. In March 2009, the Tyr
operation appealed the WQCC Final Order, dateduseprd, 2009, regarding location of the “placesvithdrawal of water,” which provides the statutégsis for determining where groundwater
quality standards must be met at FCX's New Mexidoing sites. In December 2010, Tyrone entered ansettlement agreement with NMED that calls fova-year stay of the appeal while NMED
and the WQCC complete several administrative astimecluding renewal of Tyrone’s closure permit sistent with the terms of the settlement, revied approval of a groundwater abatement plan
and adoption of alternative abatement standardsadaption of new groundwater discharge permitsréde copper mines. The settlement agreement isngeEmt on the WQCC's joining, and the
Court of Appeal’s granting, a motion to stay Tyr@neending appeal. If the administrative actiores @ncluded consistent with the terms of the st agreement within the two-year period of the

stay, then Tyrone will move to dismiss the appEadalized closure plan requirements, including éhasulting from the actions to be taken undes#tdement agreement, could result in increases in
the Tyrone, Chino and Cobre closure costs.
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FCX’s New Mexico operations also are subject taitaigon under the 1993 New Mexico Mining Act (theériihg Act) and the related rules that are adminestdy the Mining and Minerals Division
(MMD) of the New Mexico Energy, Minerals and NatuResources Department . Under the Mining Act, raiaee required to obtain approval of plans desugitiie reclamation to be performed
following cessation of mining operations. At DecanB1, 2010, FCX had accrued reclamation and atosasts of $405 million for its New Mexico operamso As stated above, additional accruals
may be required based on the state’s review of B@)dated closure plans and any resulting permiitons, and the amount of those accruals coulchaterial.

Arizona Environmental and Reclamation PrograFCX’s Arizona properties are subject to regulatovgrsight in several areas. ADEQ has adopted régnafor its aquifer protection permit (APP)
program that require permits for certain facilitiastivities and structures used for mining, com@gimg and smelting and require compliance withifeg water quality standards at an applicable poin
of compliance well or location. The APP progranoaisay require mitigation and discharge reductiorlimnination of some discharges.

An application for an APP requires a descriptiom afosure strategy that will meet applicable gohwater protection requirements following cessatiboperations and an estimate of the cost to
implement the closure strategy. An APP may spetdiigure requirements, which may include post-clesoonitoring and maintenance. A more detailed eoglan must be submitted within 90 days
after a permitted entity notifies ADEQ of its inte¢n cease operations. A permit applicant must destrate its financial ability to meet the closuosts estimated in the APP.

Portions of Arizona mining facilities that operatgfter January 1, 1986, also are subject to theoda Mined Land Reclamation Act (AMLRA). AMLRA remes reclamation to achieve stability and
safety consistent with post-mining land use objyestispecified in a reclamation plan. Reclamatiampimust be approved by the State Mine Inspectbnmasst include an estimate of the cost to
perform the reclamation measures specified in the. uring 2008 and 2009, FCX updated its closymgroaches at Sierrita, Tohono and Bagdad to aglditesspecific regulatory obligations; during
2010, FCX updated its closure approaches for ceféailities at Bagdad and Morenci. FCX will contéto evaluate options for future reclamation dodure activities at its other operating and non-
operating sites, which are likely to result in amial adjustments to FCX’s ARO liabilities. At Dember 31, 2010, FCX had accrued reclamation arsligacosts of $214 million for its Arizona
operations.

PT Freeport Indonesia Reclamation and Closure Paogs. The ultimate amount of reclamation and closuresctusbe incurred at PT Freeport Indonesia’s oeratwill be determined based on
applicable laws and regulations and PT Freepodriedia’s assessment of appropriate remedial aesvit the circumstances, after consultation witiegnmental authorities, affected local residents
and other affected parties and cannot currentlgrbgected with precision. Estimates of the ultimaelamation and closure costs PT Freeport Indanetiiincur in the future involve complex issues
requiring integrated assessments over a periodaof/rgears and are subject to revision over tima@® complete studies are performed. Some reclamatists will be incurred during mining
activities, while most closure costs and the remgineclamation costs will be incurred at the ehchiming activities, which are currently estimatedcontinue for more than 30 years. At Decembe
2010, PT Freeport Indonesia had accrued reclamatidrclosure costs of $129 million and a long-tezgeivable for Rio Tinto’s share of the obligatiafr813 million (included in other assets).

In 1996, PT Freeport Indonesia began contributing ¢ash fund ($13 million balance at Decembe2810) designed to accumulate at least $100 mi(liociuding interest) by the end of its Indonesia
mining activities. PT Freeport Indonesia plansge this fund, including accrued interest, to pagyerglosure and reclamation costs. Any costs insgsxoéthe $100 million fund would be funded by
operational cash flow or other sources.

In December 2010, the Indonesian Minister of thedenent of Energy and Mineral Resources revigeteulation regarding mine reclamation and clgswhéch requires a company to provide a
mine closure guarantee in the form of a time degaaced in a state-owned bank in Indonesia. lo@ance with its Contract of Work, PT Freeport Indsia is working with the Department of
Energy and Mineral Resources to review these remeénts, including discussion of other options fier inine closure guarantee. In October 2009, PTpBre&ndonesia submitted its mine closure |
to the Department of Energy and Mineral Resouroeseview and has addressed comments receivedgdinéncourse of this review process.

Litigation. FCX is involved in various legal proceedings thase in the ordinary course of business or ase@ated with environmental issues arising frona@goperations conducted over the
years by Phelps Dodge and its affiliates as diszlissthis note under “Environmental.”
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Since approximately 1990, Phelps Dodge and vasabsidiaries have been named as defendants ipeadamber of lawsuits that claim personal injugnirexposure to asbestos allegedly contained
in electrical wire products produced or marketedhyngears ago, either from asbestos contained idibgs and facilities located at properties ownedgerated by Phelps Dodge affiliates, or from
alleged asbestos in talc products. Many of theie wolve a large number of codefendants. Baselitigation results to date and facts currentlpimn, FCX believes its liability, if any, in these
matters will not have a material adverse effethegiindividually or in the aggregate, upon itsibass, financial condition, liquidity, results gierations or cash flow. There can be no assurance,
however, that future developments will not altés ttonclusion.

On July 12, 2010, FCX was notified by the U.S. Dépant of Justice, acting at the request of EPAt the U.S. was preparing to file suit in fedexirnt against two of its wholly owned subsidiaries
(Cyprus Mines Corporation and Cyprus Amax Minefasnpany, Inc.) and several other parties to recowsts incurred or to be incurred by the U.S. spanding to the release or threatened release
of hazardous substances at the Gilt Edge Mineisitawrence County, South Dakota. The letter stétatithe U.S. would assert that the Cyprus estdie jointly and severally liable with the other
parties for all response costs incurred by the Bt $is site under CERCLA. The letter assertedtthaU.S. had incurred approximately $91 milliarrésponse costs and expected to incur significant
additional response costs in the future. FCX da¢know whether the other parties could contributgerially to reimbursement of these response costs

FCX has conducted a detailed investigation of shiissand has concluded that the Cyprus entities wegaged only in exploration at the site and wetenvolved in the large-scale mining operation
that left the site in its current condition. FCXibees there is a reasonable basis for apportiothiagesponse costs based on historical recorastivities at the site, so that the liability obt@yprus
entities should be proportional to the actual hdame, rather than joint and several, as the govenhasserts. FCX is engaged in discussions witk/tBeand FCX intends to vigorously defend this
matter if the government files suit.

Columbian Chemicals Company (Columbian), formergubsidiary of Phelps Dodge, has notified FCX afous indemnification claims arising out of the BGfgreement pursuant to which
Columbian was sold. The principal outstanding ctafelate to (1) litigation pending against Colunmbiia West Virginia state court for alleged persangiry and property damage resulting from
exposure to carbon black (the carbon black madted)(2) an investigation being conducted by EPAaténtial Clean Air Act violations during the peti€olumbian was owned by Phelps Dodge (the
Clean Air Act matter). FCX believes that its indetymbligations, if any, for both of these mattars subject to an aggregate limit under the 200&esgent of approximately $110 million. FCX
believes that Columbian’s exposure, if any, for@ean Air Act matter is below that aggregate lirhiit FCX cannot estimate Columbian’s exposuraHercarbon black matter. Columbian has
asserted in a suit filed in New York state courpril 2010 entitled Columbian Chemicals Company &vlumbian Chemicals Acquisition LLC v. FreepttMoRan Corporation f/k/a Phelps Doc
Corporation, County of New York, Supreme Court of the Stat®efv York, Index No. 600999/2010, that the carbtawk matter is not subject to that limit, and F&bpposing that assertion. FCX
intends to meet its obligations under the 2005ement, but will vigorously defend against any effoy Columbian to expansively interpret those cdiions.

Letters of Credit, Bank Guarantees and Surety Bonds Letters of credit and bank guarantees totaledr@lion at December 31, 2010, primarily for reclation and environmental obligations,
workers’ compensation insurance programs, tax astbms obligations, and other commercial obligation addition, FCX had surety bonds totaling $&fion at December 31, 2010, associated
with reclamation and closure ($101 million — sescdssion above), self-insurance bonds primarilyworkers’ compensation ($19 million) and other bo@®3 million).

Insurance. FCX purchases a variety of insurance productsitigate potential losses. The various insurancelyets typically have specified deductible amowntself-insured retentions and policy
limits. FCX generally is self-insured for U.S. werk’ compensation, but purchases excess insurgnicegtatutory limits. An actuarial analysis isfpemed twice a year for various FCX casualty
programs, including workers’ compensation, to eaterequired insurance reserves. Insurance resetedsd $67 million at December 31, 2010, whichsisted of a current portion of $9 million
(included in accounts payable and accrued liad)tand a long-term portion of $58 million (incldde other liabilities).
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Other. In October 2010, PT Freeport Indonesia receivenhfthe Indonesian tax authorities an assessmeatfiitional taxes approximating $106 million anténest approximating $52 million
related to various audit exceptions for 2005. Pdeport Indonesia has filed objections to thesesassents because it believes that it has propeititpres for the year 2005 and is working with the
Indonesian tax authorities to resolve this matter.

In December 2009, PT Freeport Indonesia was ndtifiethe Large Taxpayer’s Office of the Governmefindonesia that PT Freeport Indonesia is oblidiédepay value added taxes on certain goods
imported after the year 2000. The amount of taxekpenalties would be significant. PT Freeport lgkia believes that, pursuant to the terms ofatsti@ct of Work, it is only required to pay value
added taxes on these types of goods imported 2éeember 30, 2009. PT Freeport Indonesia has neived an assessment and is working with the adgicgovernment authorities to resolve this
matter.

In December 2008, Cerro Verde was notified by SUNIE Peruvian national tax authority, of its intemassess mining royalties related to the misgvadcessed by the Cerro Verde concentrator,
which was added to Cerro Verdgirocessing facilities in late 2006. In August 200erro Verde received an assessment approxim@@ignillion in connection with its alleged obligats for mining
royalties and penalties for the period from Octd@@06 to December 2007. In April 2010, SUNAT issaedling denying Cerro Verde’s protest of the asseent, and in May 2010, Cerro Verde
appealed this decision to the Tax Court. Cerro ¥eido received an assessment approximating $4dmiit mining royalties and penalties for the y2@08 (refer to Note 21 for a discussion of the
ruling on this matter in February 2011) and a retjéer information for mining royalties coveringetlyear 2009. SUNAT may continue to assess minigglties annually until this matter is resolved
by the Tax Court. Cerro Verde is challenging thesglties because it believes that its stabilityeagnent with the Peruvian government exempts frmyalties all minerals extracted from its mining
concession, irrespective of the method used fozgwsing those minerals. If Cerro Verde is ultimatelind responsible for these royalties, it wi@be liable for interest, which accrues at ratas t
range from 7 to 18 percent based on the year at@me the currency in which the amounts would bapk. At December 31, 2010, the aggregate amduheddctober 2006 to December 2007
assessment with interest approximated $57 milkoil, the 2008 assessment with interest approxin@iganillion. These amounts will continue to increas varying interest rates. No amounts have
been accrued for this contingency.

NOTE 14. COMMITMENTS AND GUARANTEES
Operating Leases. FCX leases various types of properties, includiffiges and equipment. A summary of future minimientals under these non-cancelable leases at ecedh, 2010, follows:

2011 $ 33
2012 22
2013 17
2014 14
2015 13
Thereaftel 84

Total payment: $ 18

Minimum payments under operating leases have rest beduced by aggregate minimum sublease renthishware minimal. Total aggregate rental expenseuoperating leases was $64 million in
2010, $74 million in 2009 and $90 million in 2008.

Contractual Obligations. Based on applicable prices at December 31, Z0Q%, has unconditional purchase obligations of $RlI&n, primarily comprising the procurement ofpger concentrates
and cathodes ($2.1 billion), transportation ($20fion), electricity ($144 million) and oxygen ($34million) that are essential to its operations lduide. Some of FCX’s unconditional purchase
obligations are settled based on the prevailingcetamate for the service or commodity purchasedome cases, the amount of the actual obligationahange over time because of market condit
Obligations for copper concentrates and cathodegde for deliveries of specified volumes, at maiased prices, to Atlantic Copper and the Northefioa copper mines. Transportation obligations
are for South America contracted ocean freightsrated for North America natural gas transportati€iactricity obligations are primarily for contraet minimum demand at the South America and
Tenke Fungurume mines. Oxygen obligations providel&liveries of specified volumes, at fixed prigesmarily to Atlantic Copper.
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FCX'’s future commitments associated with uncond#igpurchase obligations total $2.0 billion in 20$384 million in 2012, $266 million in 2013, $18lion in 2014, $19 million in 2015 and
$118 million thereafter. During 2010, 2009 and 208X fulfilled its minimum contractual purchaselightions or negotiated settlements in those sinatin which it terminated an agreement
containing an unconditional obligation.

Mining Contracts. IndonesiaFCX is entitled to mine in Indonesia under the Cacttof Work between PT Freeport Indonesia and3treernment of Indonesia. The original Contract afrivas
entered into in 1967 and was replaced with a nemtr@ot of Work in 1991. The initial term of the cemt Contract of Work expires in 2021, but can kerded by PT Freeport Indonesia for two 10-
year periods, subject to Indonesian governmentaaaiirwhich cannot be withheld or delayed unreabbn&iven the importance of contracts of work untie Indonesian legal system and PT
Freeport Indonesia’s approximately 40 years of waykvith the Indonesian government, which incluéedering into the Contract of Work in 1991 well tvef the expiration of the 1967 Contract of
Work, PT Freeport Indonesia fully expects thatgbeernment will approve the extensions as long esnitinues to comply with the terms of the Cortt@dNork.

In July 2004, FCX received a request from the Iresien Department of Energy and Mineral Resourcgsttffer to sell shares in PT Indocopper Invesiao Indonesian nationals at fair market
value. In response to this request and in vievhefpotential benefits of having additional Indoaesbwnership in the operations, FCX agreed, atithe, to consider a potential sale of an intenest i
PT Indocopper Investama at fair market value. Neitts Contract of Work nor Indonesian law requif€X to divest any portion of its ownership in Ple€port Indonesia or PT Indocopper
Investama. In May 2008, FCX signed a Memorandutdraferstanding with the Papua provincial governniéive Province) whereby the parties agreed to wodperatively to determine the
feasibility of an acquisition by the Province oétRT Indocopper Investama shares at market value.

The copper royalty rate payable by PT Freeportied@ under its Contract of Work varies from 1.Ecpat of copper net revenue at a copper price &050r less per pound to 3.5 percent at a copper
price of $1.10 or more per pound. The Contract ofk\foyalty rate for gold and silver sales is 1edgent.

A large part of the mineral royalties under Goveentrof Indonesia regulations is designated to theipces from which the minerals are extracteccdnnection with its fourth concentrator mill
expansion completed in 1998, PT Freeport Indorsggieed to pay the Government of Indonesia additimyalties (royalties not required by the ContratWork) to provide further support to the
local governments and the people of the Indongsiavince of Papua. The additional royalties are jpai production exceeding specified annual amoointspper, gold and silver expected to be
generated when PT Freeport Indonesia’s millinglitaes operate above 200,000 metric tons of oredagr The additional royalty for copper equals@ontract of Work royalty rate, and for gold and
silver equals twice the Contract of Work royaltyesa Therefore, PT Freeport Indonesia’s royaltg oat copper net revenues from production abovagheed levels is double the Contract of Work
royalty rate, and the royalty rates on gold andesikales from production above the agreed levelsriple the Contract of Work royalty rates.

The combined royalties, including the additionalaities that became effective January 1, 1999lewtd156 million in 2010, $147 million in 2009 a#idl13 million in 2008.

In 2008, the Government of Indonesia enacted amiing law, which will operate under a licensing®m as opposed to the contract of work systeregpyaites to PT Freeport Indonesia. In 2010,
the Government of Indonesia promulgated regulatiorder the 2008 mining law and certain provisiosdrass existing contracts of work. The regulatiorevide that contracts of work will continue
to be honored until their expiration. However, tegulations attempt to apply certain provisionshef new law to contracts of work and that any esitamperiods would be pursuant to the new
licensing system even though PT Freeport Indone€ianhtract of Work provides for two 10-year extengperiods under the existing terms of its Contedat/ork.

Africa. FCX is entitled to mine in the DRC under the Amahded Restated Mining Convention (ARMC) betweenkeelRungurume Mining S.A.R.L. (TFM) and the Goverminef the DRC. The
original Mining Convention was entered into in 198&1 was replaced with the ARMC in 2005. The curARMC will remain in effect for as long as the kenFungurume concession is exploitable.
The royalty rate payable by TFM under the ARMC jge2cent of net revenue. These mining royaltiesleédt$20 million in 2010 and $7 million in 2009.

In February 2008, the Ministry of Mines, Governmehthe DRC, sent a letter seeking comment on meganaterial modifications to the mining contrdotsthe Tenke Fungurume concession,
including the amount of

162




Table of Content

transfer payments payable to the government, thergment’s percentage ownership and involvemetiiermanagement of the mine, regularization of gertatters under Congolese law and the
implementation of social plans. In October 201@, gbvernment of the DRC announced the conclusigheofeview of TFM’s mining contracts. The conchuspf the review process confirmed that
TFM’s existing mining contracts are in good staigdamd acknowledged the rights and benefits gramelér those contracts. TFMkey fiscal terms, including a 30 percent incoeertte, a 2 perce
mining royalty rate and a 1 percent export feel @ghtinue to apply and are consistent with thesan the DRC’s current Mining Code. In connectidgth the review, TFM made several
commitments, which have been reflected in amendsrterits mining contracts, including (1) an increasthe ownership interest of La Générale desi€@as et des Mines’ (Gécamines), which is
wholly owned by the government of the DRC, from5lgercent (non-dilutable) to 20.0 percent (nontdlile), resulting in a decrease of FCX'’s effectivenership interest from 57.75 percent to 56.0
percent and Lundin Mining Corporation’s effectiverership interest from 24.75 percent to 24.0 perd@y an additional royalty of $1.2 million for @ 100,000 metric tons of proven and probable
copper reserves above 2.5 million metric tons atithe new reserves are established by FCX; (3}ieddl payments totaling $30 million to be paidsix equal installments of $5 million upon
reaching certain production milestones; (4) corivarsf $50 million in intercompany loans to equif$) a payment of approximately $5 million for sagé area fees and ongoing surface area fees of
approximately $0.8 million annually; (6) incorparag clarifying language stating that TFM’s rightsdeobligations are governed by its ARMC; and (#)anding Gécamines’ participation in TFM
management. TFM has also reiterated its commitrteethite use of local services and Congolese employrireconnection with the modifications, the annngerest rate on advances from TFM
shareholders increases from a rate of LIBOR plpsr2ent to LIBOR plus 6 percent. In December 281®addenda to TFM’'s ARMC and Amended and Res@kedeholders’ Agreement were
signed by the parties and are pending a Presid@e@ee. TFM’s existing mining contracts will beeffect until the Presidential Decree is obtainedaddition, the change in FCX'’s effective
ownership interest in Tenke Fungurume and the asiore of intercompany loans to equity will be ettt after obtaining approval of the modificatioasTFM's bylaws. In December 2010, TFM
made payments totaling $26.5 million, which haverbeecorded as prepaid contract costs at Decemb@030 (included in other current assets).

Community Development Programs. FCX has adopted policies that govern its workiglgtionships with the communities where it opesaket are designed to guide its practices andranagjin a
manner that respects basic human rights and therewf the local people impacted by FCX’s operaid-CX continues to make significant expenditaresommunity development, education,
training and cultural programs.

In 1996, PT Freeport Indonesia established theperé@artnership Fund for Community Developmenitr(ferly the Freeport Fund for Irian Jaya Developm#wbugh which PT Freeport Indonesia
has made available funding and technical assistansepport the economic health, education ancabdeivelopment of the area. PT Freeport Indonessacbmmitted through 2011 to provide one
percent of its annual revenue for the developmetitenlocal people in its area of operations thtotlge Freeport Partnership Fund for Community Dewelent. PT Freeport Indonesia charged $64
million in 2010, $59 million in 2009 and $34 miltidn 2008 to cost of sales for this commitment.

FCX’s Cerro Verde copper mine has provided a wawétommunity support projects over the years.iBu2006, as a result of discussions with local anayn the Arequipa region, Cerro Verde
agreed to contribute to the design and constructi@tomestic water and sewage treatment plantthéobenefit of the region. These facilities arengedesigned in a modular fashion so that initial
installations can be readily expanded in the futl@X charged cost of sales in 2008 and fundedaxpately $49 million to a designated bank accdhat is being used for financing Cerro Verde's
share of the construction costs of these facilities

During 2006, the Peruvian government announcedathatining companies operating in Peru would makeual contributions to local development fundsafdive-year period (covering the years
2006 through 2010) when copper prices exceed odewels that are adjusted annually. The contrivuis equal to 3.75 percent of after-tax profifsyhich 2.75 percent is contributed to a local
mining fund and 1.00 percent to a regional minimgd. The charge to cost of sales for these locaingifund contributions totaled $41 million in 20a0d $28 million in 2009 and 2008. It is not
certain whether the contribution will be extendadandoned, or replaced by a tax or different mesharFCX will continue to monitor the activity assated with this matter.

Tenke Fungurume has committed to assist the comiasitiving within its concession in the Katangayince of the DRC. Tenke Fungurume will contribQt8 percent of net sales revenue from
production to a community development fund to askislocal communities with development of loc#tastructure and related services,
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such as those pertaining to health, education eadanic development. Tenke Fungurume charged $®mih 2010 and $1 million in 2009 to cost of safer this commitment.
Guarantees. FCX provides certain financial guarantees (incilgdndirect guarantees of the indebtedness ofrsjtand indemnities.

At its Morenci mine in Arizona, FCX has a ventuggeement dated February 7, 1986, with Sumitomochwiricludes a put and call option guarantee claeS& holds an 85 percent undivided inte

in the Morenci complex. Under certain conditionfirted in the venture agreement, Sumitomo has tite to sell its 15 percent share to FCX. Likewisgger certain conditions, FCX has the right to
purchase Sumitomo’s share of the venture. At Deegr@b, 2010, the maximum potential payment FCXbiggated to make to Sumitomo upon exercise of thteoption (or FCX's exercise of its call
option) totaled approximately $132 million basedcaitulations defined in the venture agreemenDétember 31, 2010, FCX had not recorded any lighiliits consolidated financial statements in
connection with this guarantee as FCX does noebelibased on information available, that it isyatwle that any amounts will be paid under this goee as the fair value of Sumitomo’s 15 percent
share is in excess of the exercise price.

Prior to its acquisition by FCX, FMC and its suliaites have, as part of merger, acquisition, dit@st and other transactions, from time to timeleimnified certain sellers, buyers or other parties
related to the transaction from and against celi@lilities associated with conditions in exister(or claims associated with actions taken) podhe closing date of the transaction. As parhete
transactions, FMC indemnified the counterparty fraamd against certain excluded or retained liabgigxisting at the time of sale that would otheewiave been transferred to the party at closing.
These indemnity provisions generally now requireXR€ indemnify the party against certain liabilgithat may arise in the future from the pre-closintivities of FMC for assets sold or purchased.
The indemnity classifications include environmentak and certain operating liabilities, claimditigation existing at closing and various excludiadbilities or obligations. Most of these indenynit
obligations arise from transactions that closedynaars ago, and given the nature of these indgmbitgations, it is impossible to estimate the maim potential exposure. Except as described in
the following sentence, FCX does not consider drguoh obligations as having a probable likelihobgayment that is reasonably estimable, and aougisd has not recorded any obligations
associated with these indemnities. With respeBf3X’s environmental indemnity obligations, any esieel costs from these guarantees are accrued vatential environmental obligations are
considered by management to be probable and the cas be reasonably estimated.

NOTE 15. FINANCIAL INSTRUMENTS

FCX does not purchase, hold or sell derivativerfaial instruments unless there is an existing amsebligation or if it anticipates a future activthat is likely to occur and will result in expos to
market risks and FCX intends to offset or mitigaueh risks. FCX does not enter into any derivdiivencial instruments for speculative purposes,Hag entered into derivative financial instruments
in limited instances to achieve specific objectivEsese objectives principally relate to managisgsrassociated with commodity price, foreign cocseand interest rate risks. The fair values of
FCX’s financial derivative instruments are basedwifely published market closing prices.

A summary of unrealized gains recognized in incdlmes) before income taxes and equity in affiliatedhpanieshet earnings for derivative financial instrumeiattare designated and qualify as
value hedge transactions, along with the unrealiagses on the related hedged item (firm sales doments) for the years ended December 31 follows:

2010 2009 2008
Commodity contracts
FMC'’s copper futures and swap contré2
Derivative financial instrumen $ 7 $ 11 $ =
Hedged iten (@) (11) -

a. Amounts are recorded in revenu

FCX realized gains, which are recorded in reventagaled $37 million during 2010 and $49 millionrohg 2009 from matured derivative financial instremts that qualified for hedge accounting.
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A summary of the realized and unrealized gains@spsrecognized in income (loss) before incomestaxel equity in affiliated companies’ net earnif@sderivative financial instruments, including
embedded derivatives, which do not qualify as hadgesactions for the years ended December 31wsilo

2010 2009 2008
Commodity contracts
Embedded derivatives in provisional sales contr2 $ 61¢ $ 1,39¢ $ (1,279
Embedded derivatives in provisional purchase cotgP ) ?3) 34
PT Freeport Indone¢’s copper forward contrac? - (104) -
Atlantic Coppe’s copper forward contrac? (30) 2 (71)
FMC’s copper futures and swap contre - 64 (184

a. Amounts recorded in revenut
b. Amounts recorded in cost of sales as productiondefidery costs
A summary of the fair values of unsettled derivatiinancial instruments recorded on the consolitlatdance sheets follows:

December 31
2010 2009

Derivatives designated as hedging instrumen
Commodity contracts
FMC's copper futures and swap contra
Asset positior2 $ 18 $ 11

Derivatives not designated as hedging instrumen
Commodity contracts
Embedded derivatives in provisional sales/purchasegacts®
Asset positior $ 357 $ 23t
Liability position (115) (7C)
Atlantic Coppe’s copper forward contract
Asset positiora -
Liability position¢ (20)
FMC'’s copper futures and swap contrad
Asset positior2 - 2

a. Amounts recorded in other current ass

b. Amounts recorded either as a net accounts receiald net accounts payak

c.  Amounts recorded in accounts payable and accrabiities.

d. At December 31, 2010, FCX had paid $3 milliora broker for margin requirements (recordedtirepcurrent assets), and received $8 million feobroker associated with margin requirements
(recorded in accounts payable and accrued lias)itiFCX had received $6 million from brokers a&sted with margin requirements (recorded in accopatyable and accrued liabilities) at
December 31, 200!

Commodity Contracts. From time to time, FCX has entered into forwdntiures, and swap contracts to hedge the markeasisociated with fluctuations in the prices of oowmdities it purchases

and sells. Derivative financial instruments used@X to manage its risks do not contain credit-rislated contingent provisions. As of December281,0 and 2009, FCX had no price protection

contracts relating to its mine production. A sumynafr FCX's derivative contracts and programs follow

Derivatives Designated as Hedging Instrumerftsir Value Hedges

Copper Futures and Swap Contrack&me of FMC’s U.S. copper rod customers requeiged market price instead of the COMEX average eoppice in the month of shipment. FCX hedges this
price exposure in a manner that allows it to ree¢ie COMEX average price in the month of shipmmite the customers pay the fixed price they retpees=CX accomplishes this by entering into
copper futures and swap contracts and then liguigléhe copper futures contracts and settling thgper swap contracts during the month of shipmehich generally results in FCX receiving the
COMEX average copper price in the month of shipmidetige gains or losses from these copper futuréswaap contracts are recorded in revenues. FCXatithave any
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significant gains or losses during the year endedelnber 31, 2010 and 2009, resulting from heddgéetereness. At December 31, 2010, FCX held cofpierres and swap contracts that qualified
for hedge accounting for 30 million pounds at aerage price of $3.83 per pound, with maturitiestigh December 2012.

Derivatives Not Designated as Hedging Instruments
Embedded derivatives and derivative financial insents that do not meet the criteria to qualifytffedge accounting are discussed below.

Embedded DerivativeAs described in Note 1 under “Revenue Recognitioartain FCX copper concentrate, copper cathodealtisales contracts provide for provisional pricprimarily based o
LME or COMEX prices (copper) and the London Bulliiarket Association price (gold) at the time ofhent as specified in the contract. Similarly, F@Xchases copper and molybdenum under
contracts that provide for provisional pricing (iylolenum purchases are generally based on an aWdetgks WeelMolybdenum Dealer Oxide price). FCX applies themmalrpurchases and normal
sales scope exception in accordance with derivatwel hedge accounting guidance to the host sagiesraents since the contracts do not allow fosattement and always result in physical deliv
Sales and purchases with a provisional sales pantin an embedded derivativeq , the price settlement mechanism that is settlet #ie time of delivery) that is required to beukiated from the
host contract. The host contract is the sale cchage of the metals contained in the concentrateatbodes at the thenwrent LME or COMEX price (copper), the London Bani Market Associatio
price (gold) or the averagédetals Weelvolybdenum Dealer Oxide price (molybdenum) as d&fim the contract. Mark-to-market price fluctuaaecorded through the settlement date are reflect
in revenues for sales contracts and in cost obsedeproduction and delivery costs for purchaséraots.

A summary of FCX’s embedded derivatives at Decem3fie2010, follows:

Average Price

Open Per Unit Maturities
Positions Contract Market Through
Embedded derivatives in provisior
sales contract:
Copper (millions of pounds 662 $ 384 % 4.3€ May 2011
Gold (thousands of ounce 297 1,382 1,411 March 2011
Embedded derivatives in provisior
purchase contract
Copper (millions of pounds 21C 3.82 4.37 April 2011
Molybdenum (thousands of pounc 24t 15.2¢ 15.71 January 201

Copper Forward ContractsAtlantic Copper enters into forward copper consatgsigned to hedge its copper price risk wheniévehysical purchases and sales pricing periodsolonatch. These
economic hedge transactions are intended to hegigast changes in copper prices, with the mark-toket hedging gains or losses recorded in costlessAt December 31, 2010, Atlantic Copper
held net forward copper sales contracts for 43enilpounds at an average price of $4.15 per powitld,maturities through February 2011.

In April 2009, FCX entered into copper forward satentracts to lock in prices at an average ofped pound on 355 million pounds of PT Freepatblresia’s provisionally priced copper sales at
March 31, 2009, which final priced from April 20@&ough July 2009. These economic hedge transacti@ne intended to reduce short-term price vafiifi earnings and cash flows. Gains and
losses for these economic hedge transactions weoeded in revenues. FCX has not entered intoiadéltforward sales contracts since April 2009ifsprovisionally priced copper sales, but may
enter into future transactions to lock in pricingmrovisionally priced sales from time to time. Hoxer, FCX does not currently intend to changeoitgtstanding policy of not hedging future copper
production.

Copper Futures and Swap Contradts addition to the contracts discussed above thalify for fair value hedge accounting, FCX alsallsimilar contracts with FMC’s U.S. copper rod cusers that
did not qualify for hedge accounting because ofaietterms in the sales contracts. Gains and Idesé¢sese economic hedge transactions were redondevenues.
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Foreign Currency Exchange Contracts. As a global company, FCX transacts business imynoauntries and in many currencies. Foreign cauyéransactions of FCX’s international subsidiaries
increase its risks because exchange rates canebangeen the time agreements are made and théotigign currency transactions are settled. FCX hegge or protect its international subsidiaries’
foreign currency transactions from time to timednyering into forward exchange contracts to lockriminimize the effects of fluctuations in exchamgtes. FCX had no outstanding foreign currency
exchange contracts at December 31, 2010.

Interest Rate Swap Contracts. From time to time, FCX or its subsidiaries mageemnto interest rate swaps to manage its expdsurgerest rate changes and to achieve a desiogobrtion of
fixed-rate versus floating-rate debt based on ctirmed projected market conditions. FCX may entty interest rate swap contracts to lock in arr@sterate considered to be favorable in order to
protect against its exposure to variability in fetinterest payments attributable to increasesterést rates of the designated floating-rate detstome situations, FCX may enter into fixed-toating
interest rate swap contracts to protect againsigesin the fair value of the underlying fixeate debt that result from market interest ratenglea and to take advantage of lower interest r&@X. hac
no outstanding interest rate swap contracts atbee31, 2010.

Credit Risk. FCX is exposed to credit loss when financialitoibns with which FCX has entered into derivattv@nsactions (commodity, foreign exchange andésteate swaps) are unable to f
To minimize the risk of such losses, FCX uses lyigated financial institutions that meet certaiquigements. FCX also periodically reviews the dmedrthiness of these institutions to ensure that
they are maintaining their credit ratings. FCX doesanticipate that any of the financial instituts FCX deals with will default on their obligat&rAs of December 31, 2010, FCX did not have any
significant credit exposure associated with deieatransactions.

Other Financial Instruments. Other financial instruments include cash and eaglivalents, accounts receivable, trust assetsiable-for-sale securities, accounts payable acduad liabilities,
dividends payable, Rio Tinto share of joint ventcash flows and long-term debt. Refer to Note ¥@He fair values of these financial instruments.

Cash and Cash Equivalents, Accounts Receivabl@uhts Payable and Accrued Liabilities, Dividendy#&ale and Rio Tinto Share of Joint Venture Caswsld he financial statement amount is a
reasonable estimate of the fair value becauseea$tibrt maturity of these instruments and genenredbligible credit losses

Trust Assets and Available-for-Sale Securitid®e financial statement amount represents thevédire of trust assets and available-for-sale sgesiri

Lon¢-Term DebtThe financial statement amount represents cospéfoelong-term debt acquired in the Phelps Doagguisition, which was recorded at fair value atalquisition date.

NOTE 16. FAIR VALUE MEASUREMENT

Fair value accounting guidance includes a fair @dierarchy that prioritizes the inputs to valuatiechniques used to measure fair value. The leieyagives the highest priority to unadjusted quoted
prices in active markets for identical assetsatvilities (Level 1 inputs) and the lowest priorityunobservable inputs (Level 3 inputs). The thesels of the fair value hierarchy are describeld\we

Level 1 Unadjusted quoted prices in active markets thahacessible at the measurement date for identine¢stricted assets or liabilitie

Level 2 Quoted prices in markets that are not active, gupt&es for similar assets or liabilities in aetimarkets, inputs other than quoted prices thavlaservable for the asset or liability,
inputs that are derived principally from or corrodted by observable market data by correlatiortlieromeans; an

Level 3 Prices or valuation technigues that require infhas are both significant to the fair value meas@et and unobservable (supported by little or ndketaactivity).
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A summary of FCX’s financial assets and liabilitteseasured at fair value on a recurring basis fatow

Fair Value at December 31, 20

Total Level 1 Level 2 Level 3
Assets
Cash equivalent:
Money market fund $ 358 $ 358 $ - $ -
Time deposits 71 71 — —
Total cash equivalen 3,65¢ 3,65¢ = =
Trust assets (current and l-term):2
U.S. core fixed income fun 42 - 42 -
Government mortgar-backed securitie 35 - 35 -
Corporate bond 23 - 23 -
Asse-backed securitie 22 - 22 -
Government bonds and no 10 - 10 -
Money market fund 15 15 - -
Municipal bonds 1 — 1 —
Total trust assef 14¢ 15 132 -

Available-for-sale securitiesa
Time depositt 19 19 - -

Equity securitie: 9 9 - -
Money market funds 6 6 — —
Total availabl-for-sale securitie 34 34 = =
Derivatives:
Embedded derivatives in provisional sales/purch
contracts $ 357 $ 357 $ - $ =
Copper futures and swap contracts 18 18 — —
Total derivatives 37¢ 37¢ = =
Total asset $ 42212 $ 4,07¢ $ 13 $ -
Liabilities
Derivatives:
Embedded derivatives in provisional sales/purch
contracts $ (115 $ (115 $ - 3 -
Copper forward contrac (10 (1C) — —
Total derivatives $ (12%) $ (12%) $ -3 =

a. Atthe end of the first quarter of 2010, FCX reendéd its level determinations and transferred $tlfon of trust assets and $4 million of availe-for-sale securities from Level 1 to Level
Valuation Techniques

Money market funds and time deposits are class¥iigltin Level 1 of the fair value hierarchy becatsey are valued using quoted market prices irvagtiarkets.

Fixed income securities (government and agencyrisies, corporate bonds, asset-backed securitiédJaB. core fixed income fund) are valued usingdaelvaluation or a mid evaluation. A bid
evaluation is an estimated price at which a deaterd pay for a security. A mid evaluation is thege of the estimated price at which a dealerdvsell a security and the estimated price at wha

dealer would pay for a security. These evaluatareshased on quoted prices, if available, or mati@lsuse observable inputs and, as such, arefigdssithin Level 2 of the fair value hierarchy.

Equity securities are valued at the closing preggorted on the active market on which the indivicdegurities are traded and as such are classifithéh Level 1 of the fair value hierarchy.
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FCX’s embedded derivatives on provisional copperceatrate, copper cathode and gold purchases fslasa valued using quoted market prices basedeoforward LME or COMEX prices
(copper) and the London Bullion Market Associatite (gold) and, as such, are classified withindle of the fair value hierarchy. FCX's embeddedivhtives on provisional molybdenum
purchases are valued based on the latest averagdywéetals Weelvlolybdenum Dealer Oxide prices and, as such, assifled within Level 1 of the fair value hierarchy

FCX’s derivative financial instruments for coppatures and swap contracts and forward contractslassified within Level 1 of the fair value hiechy because they are valued using quoted market
prices in active markets (refer to Note 15 forlertdiscussion).

The carrying value for certain FCX financial instrents, (.e.,accounts receivable, accounts payable and acdalslities, dividends payable, and Rio Tinto shaf¢oint venture cash flows)
approximate fair value, and therefore, have beetudrd from the table below. A summary of the dagyamount and fair value of FCX’s other finandr@truments as of December 31 follows:

2010 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
Cash and cash equivale? $ 3,73¢ $ 3,73¢ $ 2,65¢ $ 2,65¢
MMR cost investmerp 50C 622 - -
Derivatives included in accounts receiva? 357 357 23t 23t
Trust assets (current and l-term)a ¢ 14¢ 14¢ 14€ 14€
Available-for-sale securities (current a
long-term)a ¢ 34 34 74 74
Derivative asseta d 18 18 14 14
Derivatives included in accounts payable
accrued liabilities (125) (125) (70) (70)
Debt (including amounts due within one ye® (4,75%) (5,14¢) (6,34¢€) (6,73%)

a. Recorded at fair valu

b. Recorded at cost and included in other assetsvRhie is based on a bid evaluation, which is damesed price at which a dealer would pay for ausiée

o

Current portion included in other current assetslanc-term portion included in other asse

d. Included in other current asse

o

Recorded at cost except for long-term detpuiaed in the Phelps Dodge acquisition, which vex®rded at fair value at the acquisition date. ¥alne of substantially all of FCX’s long-term debt
is estimated based on quoted market pri

NOTE 17. ASSET IMPAIRMENTS AND OTHER CHARGES

A summary of long-lived asset impairments, othantgoodwill, and other charges recorded during/éees ended December 31 follows (refer to Noteot8oing-lived asset impairments and other
charges for FCX'’s reportable segments):

2009 2008
City of Blackwell partial litigation settlemel $ 54 $ =
Restructuring cost 32 50
Pension and postretirement special benefits artditoents 9) 61
Long-lived asset impairmen — 10,86"
Total lon¢-lived asset impairments and other chai I 4 $ 1097

In 2009, FCX recognized a charge of $54 million3$dillion to net income attributable to FCX commsinckholders or $0.05 per diluted share) for th#igdesettiement of the City of Blackwell
lawsuit (refer to Note 13 for further discussion).

Also in 2009, FCX recognized charges relating$advised operating plans in the fourth quarte2@ff8 and January 2009 (as discussed below) foegijucturing costs totaling $32 million ($25
million to net income attributable to FCX commoandtholders or $0.03 per diluted share) for contrahination costs, other project
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cancellation costs, and employee severance anditevsts and (i) gains of $9 million ($7 millicw net income attributable to FCX common stockhidde $0.01 per diluted share) for pension and
postretirement special retirement benefits andadorents.

During the fourth quarter of 2008, there was a drigzrdecline in copper and molybdenum prices. Adtesraging $3.23 per pound in 2007 and $3.61 pengbdor the first nine months of 2008, LME
spot copper prices declined to a four-year lowR8$ per pound in December 2008, averaged $1.7Bquerd in the fourth quarter of 2008 and close®llaB2 per pound on December 31, 2008.
Additionally, while molybdenum markets had beemwstyin recent years with prices averaging approteige30 per pound in 2007 and $33 per pound feffitlst nine months of 2008, molybdenum
prices declined significantly to a four-year low$#.75 per pound in November 2008, averaged appiately $16 per pound in the fourth quarter of 2868 closed at $9.50 per pound on December
31, 2008.

While FCX’s long-term strategy of developing itseerces to their full potential remained in pladee decline in copper and molybdenum prices irfabieth quarter of 2008 and the deterioration of
the economic and credit environment limited FCX3dity to invest in growth projects and required @ make adjustments to its near-term operatiag®l FCX responded to the sudden downturn
and uncertain near-term outlook by revising itsrsteem strategy to protect liquidity while presewiits mineral resources and growth options foridihger term. Accordingly, operating plans were
revised in the fourth quarter of 2008 and Janu@92o reflect: (i) curtailment of copper productiat high-cost North America operations and of radgnum production at the Henderson
molybdenum mine; (i) capital cost reductions;) @ggressive cost control, including workforce retthns, reduced equipment purchases that were @tarmsupport expansion projects, a reduction in
material and supplies inventory and reductionsxpl@ation, research and administrative costs;(@rnduspension of FCX’s annual common stock dinitle

In connection with these significant adverse chardyging the fourth quarter of 2008, FCX evaluatedong-lived assets, other than goodwill and firdee-lived intangible assets, for impairment a
December 31, 2008. Goodwill and indefinite-livethimgible assets are evaluated for impairment ahnaslof December 31.

FCX'’s asset impairment evaluations, including iiaw@al goodwill impairment test, required FCX to raaeveral assumptions in determining estimatestofd cash flows to determine fair value of its
individual mining operations, including: near andg-term metal price assumptions; estimates of coditytbased and other input costs; proven and fimeb@serve estimates, including any costs to
develop the reserves and the timing of produciegéserves; and the use of appropriate currenta¢iscaand discount rates. Projected long-termayemetal prices represented the most significant
assumption used in the cash flow estimates. In@ction with the March 2007 acquisition of PhelpgdBe, FCX allocated the $25.8 billion purchase pricthe estimated fair values of net assets
acquired, including $6.2 billion for goodwill. Métarice projections used to value the net assefgieed at the acquisition date ranged from neangrices of $2.98 per pound for copper declining
over an eight-year period to $1.20 per pound ar&d2iPper pound for molybdenum declining over a-ffear period to $8.00 per pound, reflecting prigpeetations at that time. FCX’s impairment
evaluations at December 31, 2008, were based oe assumptions reflecting the then-prevailing cofyieires prices for three years, which ranged fegrproximately $1.40 per pound to $1.50 per
pound, and a long-term average price of $1.60 pang. Molybdenum prices were assumed to avera@® $&r pound.

FCX’s evaluation of long-lived assets (other thaodwill) for impairment resulted in the recognitiohasset impairment charges totaling $10.9 bil(®®.6 billion to net loss attributable to FCX
common stockholders or $8.67 per diluted share@®8. Refer to Note 5 for discussion of impairmedrges related to goodwill.

In 2008, FCX recognized charges relating to itssed operating plans in the fourth quarter of 2f08&pecial pension and postretirement benefitscamthilments totaling $61 million ($37 million to
net loss attributable to FCX common stockholder$®05 per diluted share) and restructuring cds6 million ($30 million to net loss attributabie FCX common stockholders or $0.04 per dilt
share) for employee severance and benefit costframb termination costs and other project cantielfecosts. The restructuring charges reflecteckiooce reductions (approximately 3,000 employ
related to fourth-quarter 2008 revised operatirmmpland approximately 1,500 employees relatedntaaig 2009 revised operating plans) and other esatfitat reflected at that time an approximate 50
percent total reduction in mining and crushed-le@tes at the Morenci mine in Arizona, an approxér&0 percent reduction in mining and stackingsratethe Safford mine in Arizona, an
approximate 50 percent reduction in the mining edtihe Tyrone mine in New Mexico, suspension afing and milling activities at the Chino mine inlexico (with limited residual copper
production from leach operations),
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and an approximate 40 percent reduction in anmealyztion (an approximate 25 percent reduction beégahe fourth quarter of 2008) at the Hendersafylsdenum mine in Colorado. In addition,
revised operating plans included decisions attttre to defer certain capital projects, includiigife incremental expansion projects at the S&end Bagdad mines in Arizona, the Cerro Verdeel
in Peru and the sulfide project at the EI Abra mim€hile, (ii) the restart of the Miami mine ini&ona and (iii) the restart of the Climax molybdemmine in Colorado.

The following table summarizes the liabilities (ued in accounts payable and accrued liabililiesyrred in connection with the fourth-quarter 2G0®I January 2009 restructuring activities:

Employee Contract
Severanct Cancellatior Total
and Benefit and Othe Restructuring
Costs Costs Costs
Balance at January 1, 20 $ 33 $ 5 $ 38
Fourtt-quarter 2008 progran
Additions and adjustmen 4) 162 12a
Payment: (29) (21) (50
January 2009 prograr
Additions 13 4 17
Payment: (12 (&) (16)
Balance at December 31, 2C $ 1 $ - $ 1

a. Excludes $3 million for the write off of other cent assets in connection with a lease cancelle

NOTE 18. BUSINESS SEGMENTS

FCX has organized its operations into five primdiisions — North America copper mines, South Areerining, Indonesia mining, Africa mining and Motienum operations. Notwithstanding this
structure, FCX internally reports information omae-by-mine basis. Therefore, FCX concluded ttsabperating segments include individual mines.réjieg segments that meet certain thresholds
are reportable segments. Further discussion akfhertable segments included in FCX’s primary ofiegadivisions, as well as FCX’s other reportal#dgmments — Rod & Refining and Atlantic Copper
Smelting & Refining — follows. Refer to Note 2 fimformation on FCX's ownership interests and Notefdr discussion of PT Freeport Indonesia’s and TRMining contracts.

North America Copper Mines. FCX has seven operating copper mines in North hkaae- Morenci, Sierrita, Bagdad, Safford and MiamArizona, and Tyrone and Chino in New MexicoeTh
North America copper mines include o-pit mining, sulfide ore concentrating, leachingl®X/EW operations. A majority of the copper progdat the North America copper mines is cast into
copper rod by FCX’'s Rod & Refining operations. Tharth America copper mines include the Morenci eppine as a reportable segment.

Morenci.The Morenci open-pit mine, located in southeaséeinona, produces copper cathodes and copper ctaten The Morenci mine produced 41 percent of B&Xrth America copper
during 2010.

Other MinesOther mines include FCX'’s other operating southemst.S. copper mines — Sierrita, Bagdad, Saffididmi, Tyrone and Chino. In addition to copper, 8ierrita and Bagdad mines
produce molybdenum concentrates.

South America. South America mining includes four operating capmines — Cerro Verde in Peru, and Candelarias @@ Salado and El Abra in Chile. These operatiociside open-pit and
underground mining, sulfide ore concentrating, thitag and SX/EW operations. South America minindudes the Cerro Verde copper mine as a reportaigiesnt.

Cerro VerdeThe Cerro Verde opepit copper mine, located near Arequipa, Peru, ptedicopper cathodes and copper concentrates. iioadd copper, the Cerro Verde mine produces iménumn
concentrates. The Cerro Verde mine produced 4®peaf FCX’'s South America copper during 2010.

Other MinesOther mines include FCX'’s Chilean copper mines rdetaria, Ojos del Salado and El Abra. In additmoopper, the Candelaria and Ojos del Salado npragtuce gold and silver.
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Indonesia. Indonesia mining includes PT Freeport Indonesgrasberg minerals district. PT Freeport Indonpsi@uces copper concentrates, which contain sagmfiquantities of gold and silver.

Africa. Africa mining includes the Tenke Fungurume copgred cobalt mining concessions in the Katanga poevof the DRC. The Tenke Fungurume mine inclugesnpit mining, leaching and
SX/EW operations. In addition to copper, the TeRkegurume mine produces cobalt hydroxide. Coppiliode production commenced in March 2009.

Molybdenum. The Molybdenum segment is an integrated prodotcerolybdenum, with mining, sulfide ore concentgtiroasting and processing facilities that prochiga-purity, molybdenum-
based chemicals, molybdenum metal powder and raggadhl products, which are sold to customers adahe world, and includes the wholly owned Hendenswlybdenum mine in Colorado and
related conversion facilities. The Henderson unaengd mine produces high-purity, chemical-gradeyfodénum concentrates, which are typically furthecpssed into value-added molybdenum
chemical products. This segment also includesessaimpany that purchases and sells molybdenumtfrerdenderson mine as well as from FCX’s North &odth America copper mines that also
produce molybdenum. This segment also includes BE@Xiolly owned Climax molybdenum mine in Coloraftw,which construction activities in preparationréstart mining activities are ongoing.
The timing for startup of mining and milling actieis is dependent on market conditions.

In addition, at times this segment roasts and/ocgsses material on a toll basis. Toll arrangenregqtsire the tolling customer to deliver approgiatolybdenum-bearing material to FCX'’s facilities
for processing into a product that is returnechsdustomer, who pays FCX for processing its maltario the specified products.

Rod & Refining. The Rod & Refining segment consists of coppewreesion facilities located in North America, andlirdes a refinery, three rod mills and a speciadtyper products facility. These
operations process copper produced at FCX’s Nontlerica copper mines and purchased copper into caapleode, rod and custom copper shapes. At tihesetoperations refine copper and
produce copper rod and shapes for customers dhkeasis. Toll arrangements require the tollingtouser to deliver appropriate copper-bearing matési&CX'’s facilities for processing into a prod
that is returned to the customer, who pays FCXpfocessing its material into the specified products

Atlantic Copper Smelting & Refining. Atlantic Copper, FCX wholly owned smelting unit in Spain, smelts aefihes copper concentrates and markets refinedec@ precious metals in slim
During 2010, Atlantic Copper purchased 28 percéits@oncentrate requirements from PT Freeporoifres$ia and 25 percent from the South America mahesarket prices.

Intersegment salelntersegment sales between FCX'’s operations aedl@s similar arms-length transactions with thiadties at the time of the sale. Intersegment sabgsnot be reflective of the
actual prices ultimately realized because of aefpf factors, including additional processingyitig of sales to unaffiliated customers and trartspion premiums.

Allocations.FCX allocates certain operating costs, expensesapital expenditures to the operating divisiond iandividual segments. However, not all costs axpkeases applicable to a mine or
operation are allocated. All U.S. federal and sitateme taxes are recorded and managed at theratepgevel, whereas foreign income taxes are recbathd managed at the applicable country. In
addition, most exploration and research activitiesmanaged at the corporate level, and those a@lostg with some selling, general and administeatists are not allocated to the operating division
or segments. Accordingly, the following segmenbinfation reflects management determinations thatmo&be indicative of what the actual financiatfpemance of each operating division or
segment would be if it was an independent entity.
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Product Revenue
FCX revenues attributable to the products it preduior the years ended December 31 follow:

2010 2009 2008
Refined copper produc $ 9,202 $ 6,562 $ 9,58¢
Copper in concentrat@ 5,67¢ 4,762 4,10¢
Gold 2,37( 2,591 1,28t
Molybdenum 1,142 792 2,40¢
Other 592 331 412
Total $ 18,98: $ 15,04( $ 17,79¢

a. Amounts are net of treatment and refining chargesing $413 million for 2010, $429 million for 20@&nd $398 million for 200¢

Geographic Area
Information concerning financial data by geogragpiriea for the years ended December 31 follows:
2010 2009 2008
Revenue?@:
United State: $ 5,29t $ 4,89(C $ 7,60¢
Japar 3,42¢ 3,09: 2,66:
Indonesie 2,26¢€ 1,937 1,42(
Spain 1,48t 98€ 1,87z
Switzerlanc 1,062 37¢ 31¢€
China 79t 49€ 29€
Chile 75¢ 562 66¢
Korea 74% 47¢ 342
India 69C 56€ 231
Others 2,45¢ 1,65¢ 2,37¢
Total $ 18,98: $ 15,04( $ 17,79¢
a. Revenues are attributed to countries based ortagidn of the custome
2010 2009 2008
Long-lived asset?:
United State: $ 7,101 $ 6,49¢ $ 6,52¢
Indonesie 3,47¢ 3,29¢ 3,361
Democratic Republic of Cong 3,22( 3,207 2,69¢
Peru 3,20: 3,24(C 3,27¢
Chile 1,89z 1,51¢ 1,551
Spain 26€ 271 282
Others 48 50 58
Total $ 19,20¢ $ 18,09( $ 17,75¢

a. Long-lived assets exclude deferred tax assets and iblaragssets

Major Customers

Sales to PT Smelting totaled $2.3 billion (12 patag FCX's consolidated revenues) in 2010 and $ll®n (13 percent of FCX consolidated revenues) in 2009. No single custaweounted for 1
percent or more of FCX’s consolidated revenueid82 Refer to Note 2 for further discussion of FEXivestment in PT Smelting.

Business Segments
Business segments data for the years ended Dec@&hlaee presented in the following tables.
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Business Segments

North America Copper Mine

South Americe

Indonesie  Africa

Atlantic  Corporate

Other &
Other Cerro Other Rod & Elimi- FCX
Morenci Mines Total Verde Mines Total Grasber¢  Tenke Refining nations  Total
Year Ended December 31, 201
Revenues
Unaffiliated customer $ 58 $ 52 $ 111 $ 1951 $ 2,44¢$ 4,40t $ 523@$ 1,10¢ $ 444¢ $ 7 $18,98:
Intersegmen 1,46 2,56 4,02 45¢ 132 58t 1,145 - 26 (5,807) -
Production and deliver 68¢ 1,32¢ 2,01t 70E 973 1,67¢ 1,904 48¢ 4,44% (5,42¢) 8,35¢
Depreciation, depletion and amortizati 134 13¢ 272 14¢ 10z 25C 257 12¢ 8 31 1,03¢
Selling, general and administrative exper - - - - - - 117 - - 288 381
Exploration and research expen — — — — — — — — — 141 143
Operating income (los: 69¢ 1,14¢ 1,84¢ 1,557 1,50¢ 3,06: 4,09¢ 49C 19 (771) 9,06¢
Interest expense, n 4 10 14 - - - - 5 - 432 462
Provision for income taxe - - - 51¢€ 488 99¢ 1,63¢ 11€ - 231 2,98:
Total assets at December 31, 2! 1,94( 4,477 6,417 4,272 3,26° 7,53¢ 6,04¢ 3,64( 311 2,221 29,38¢
Capital expenditure 47 18¢ 232 10€ 364 47C 43€ 10C 7 49 1,41
a. Includes PT Freeport Indone’s sales to PT Smelting totaling $2.3 billic
Year Ended December 31, 200
Revenues
Unaffiliated customer $ 68 $ 94°$ 162 1,491 1,95C 3,441 4,972 % 38¢ $ 3,32¢ 9 $15,04(
Intersegmen 1,07: 2,00( 3,07¢ 28€ 11z 39¢ 93¢ - 28 (4,435) -
Production and deliver 622 1,28¢ 1,911 64¢€ 91t 1,562 1,50¢ 31&P 3,33¢ (4,150 7,01¢
Depreciation, depletion and amortizati 14z 13¢ 28C 15z 122 27¢ 27¢ 66 8 25 1,01<
Lower of cost or market inventory adjustme - - - - - - - - - - 19
Selling, general and administrative exper - - - - - - 94 - - 19¢ 321
Exploration and research expen - - - - - - - - - 88 90
Restructuring and other chardges 26 (2) 24 — — — — — (2) 56 77
Operating income (los: 351 66¢ 1,02( 97¢ 1,02¢ 2,001 4,03¢ 8 14 (644) 6,50%
Interest expense, n 3 12 15 - 2 2 ?3) 10 - 557 58€
Provision for (benefit from) income tax - - - 31z 337 65C 1,691 (15) - (25) 2,307
Total assets at December 31, 2! 1,93¢ 4,207 6,141 3,931 2,51t 6,452 4,97¢ 3,38¢ 291 2,03C 25,99¢
Capital expenditure 46 29¢ 34t 10z 61 164 26€ 65¢ 9 31 1,58i
a. Includes PT Freeport Indone’s sales to PT Smelting totaling $1.9 billic
b. Includes charges totaling $50 million associateithWienke Fungurun’s project sta-up costs
c. The following table summarizes restructuring artteottharges
City of Blackwell partial litigation settlemei$ -$ -$ -$ - = = -3 -$ - 548 54
Restructuring charge 25 4 29 - - - - - - 2 32
Special retirement benefits and curtailme 1 (6 ®) = = = = = 2 - )
Restructuring and other charg $ 26 3 s 24°3 - - -3 -$ -3 @$ 568 77
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Business Segments (Continued)

North America Copper Mine South Americe Indonesie  Africa
Atlantic  Corporate
Copper Other &
Other Cerro  Other Molyb-  Rod & Smelting Elimi- FCX
Morenci Mines  Total Verde Mines Total Grasber¢c  Tenke denum Refining & Refining nations  Total

Year Ended December 31, 200
Revenues

Unaffiliated customer® $ 37C$ 34€$ 71€$ 1,60z $ 2,166 $ 3,768 $ 2,932% - $ 248t $ 552¢ % 2,33 $ 33$17,79¢

Intersegmen 1,63( 2,91¢ 4,54¢ 261 137 39¢ 47¢€ - - 33 8 (5,46€) -
Production and deliver® 1,31z 1,734 3,047 69€ 1,14¢ 1,84« 1,792 6 1,52¢ 5,527 2,27¢ (5,604 10,41¢
Depreciation, depletion and amortizatP 33C 44C 77C 17¢ 33¢ 511 22z 6 192 8 35 38 1,78
Lower of cost or market inventory adjustme 30z 35¢ 661 - 10 10 - 10 101 - - - 782
Selling, general and administrative exper - - - - - - 91 - 18 - 20 14C 26¢
Exploration and research expen - - - - - - - - 2 - - 29C 292
Goodwill impairment 1,851 2,29¢ 4,15(C 768 36€ 1,12¢ - 2 708 - - 3 5,987
Long-lived asset impairments and other char 2,702 5,457 8,15¢ 1 1,36¢ 1,36¢ - 2 1,417 20 - 14 10,97¢
Operating (loss) incom® (4,499 (7,029 (11,529 228 (917) (694 1,307 (26) (1,479 2 10 (314) (12,710
Interest expense, n 2 11 13 2 2 4 ()] - - 4 13 551 584
Provision for (benefit from) income tax - - - 313 (267) 46 612 (66) - - - (3,436) (2,849
Total assets at December 31, 2! 2,14¢ 4,05( 6,19¢ 3,994 2,40¢ 6,40( 4,42( 2,68t 1,79¢ 26€ 852 737 23,35%
Capital expenditure 27€ 338 60¢ 12¢ 194 328 444 1,05¢ 18C 9 34 51  2,70¢

a. Includes PT Freeport Indone’s sales to PT Smelting totaling $1.4 billis

b. The following table summarizes the impact of pusghaccounting fair value adjustments on operatogs) income primarily associated with the impadtthe increases in the carrying value:
acquired metals inventories (including nand leach stockpiles) and property, plant and egeig:

Revenue! $ - % -$ -3 5% 1% 6 N/A $ - % 2% - N/A $ -$ 4
Production and deliver 37 (13) 24 9 37 46 N/A - 32 - N/A 23 12&
Depreciation, depletion and amortizat 20¢ 261 47¢ 87 20 29C N/A = 13¢ = N/A (11)___ 88¢
Impact on operating (loss) incor $ (2463 (249 (4993 (9D3$ (239% (330 N/A $ -3 (179% - N/A $ (12)$ (1,009
c. The following table summarizes lc-lived asset impairments and other char
Long-lived asset impairmen $ 268:% 5411 % 8,09 $ -$ 135¢$ 1,35¢ $ -$ -$ 140¢ % 6 $ -$ -$10,867
Restructuring charge 3 20 23 1 6 7 - 2 4 4 - 10 50
Special retirement benefits and curtailme 16 26 42 = = = = = 5 10 = 4 61
Long-lived asset impairments and other cha$_2.70: $ 5451 $ 8,15¢ $ 1$ 13688 1366$ - $ 2% 141 $ 20 $ - $ 14§ 10,97¢
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NOTE 19: SUPPLEMENTARY MINERAL RESERVE INFORMATION (UNAUDITED)

Recoverable proven and probable reserves havedaémrated as of December 31, 2010, in accordaitbelmdustry Guide 7 as required by the Securiigshange Act of 1934. FCX’s proven and
probable reserves may not be comparable to siinflamation regarding mineral reserves discloseddoordance with the guidance in other countriesvéh and probable reserves were determined
by the use of mapping, drilling, sampling, assayind evaluation methods generally applied in tha&mgiindustry, as more fully discussed below. Térent“reserve,” as used in the reserve data
presented here, means that part of a mineral depasican be economically and legally extractegroduced at the time of the reserve determinafibe.term “proven reserves” means reserves for
which (i) quantity is computed from dimen-sionsealed in outcrops, trenches, workings or drill bol@) grade and/or quality are computed fromgults of detailed sampling; and (iii) the sites f
inspection, sampling and measurements are spaagddsaly and the geologic character is sufficied#§ined that size, shape, depth and mineral coofaeserves are well established. The term
“probable reserves” means reserves for which gtyaatid grade are computed from information sintitethat used for proven reserves but the sitesdorpling are farther apart or are otherwise less
adequately spaced. The degree of assurance, dithmwgr than that for proven reserves, is high ghdo assume continuity between points of obsesmati

FCX'’s reserve estimates are based on the latealaleageological and geotechnical studies. FCXdemts ongoing studies of its ore bodies to optineizenomic values and to manage risk. FCX
revises its mine plans and estimates of proverpaoiable mineral reserves as required in accordaithehe latest available studies. At December21,0, FCX's estimated consolidated recoverable
proven and probable reserves include 120.5 bifioands of copper, 35.5 million ounces of gold, 388n pounds of molybdenum, 325.0 million ounadssilver and 0.75 billion pounds of cobalt.

At December 31, 2010, consolidated recoverablavesenclude estimated recoverable copper totaifgoillion pounds in leach stockpiles and 1.3idmllpounds in mill stockpiles.

Recoverable Proven and Probable Reserv@
December 31, 201!

Copper Gold Molybdenum
(billion pounds) (million ounces} (million pounds)
North America 42.2 04 2,75¢
South Americe 37.t 14 63¢
Indonesie 32.7 33.7 -
Africa 8.1 — _
Consolidated basP 120.5 355 3,39¢
Net equity interesc 98.C 32.C 3,09

a. Recoverable proven and probable reserasestimated metal quantities from which FCX eipazbe paid after application of estimated metgltal recovery rates and smelter recovery rates,
where applicable. Recoverable reserves are thabpamineral deposit that FCX estimates can lememically and legally extracted or produced attifme of the reserve determinatic

b. Consolidated basis reserves represent estimated queintities after reduction for joint venturetper interests at the Morenci mine in North Ameiecal the Grasberg minerals distric
Indonesia. Excluded from the table above are F@Xtsnated recoverable proven and probable reséwvesbalt and silver totaling 0.75 billion pounafscobalt at Tenke Fungurume and 325.0
million ounces of silver throughout the wor

c. Net equity interest reserves represent estimatesiotidated basis metal quantities further reduceadéncontrolling interest ownership. Excluded frtre table above are F(s estimated
recoverable proven and probable reserves for cabdisilver totaling 0.43 billion pounds of cobeatifTenke Fungurume and 270.0 million ounces oésitliroughout the worlc

Estimated recoverable reserves at December 31, 2&8 determined using long-term average pricé2di0 per pound for copper, $750 per ounce fad,gi10.00 per pound for molybdenum,
$15.00 per ounce for silver and $10.00 per pounddbalt, compared with $1.60 per pound for cop$B80 per ounce for gold, $8.00 per pound for maéytum, $12.00 per ounce for silver and
$10.00 per pound for cobalt that were used to deter estimated recoverable reserves at Decemb@089, For the three years ended December 31, #0dQME spot copper prices averaged $2.97
per pound, the London gold prices averaged $1,@2®pnce and the weekly average price for molyboequoted byMetals Weelaveraged $18.76 per pound.
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100% Basis

Average Ore Grad Recoverable Proven ai
Per Metric Tor Probable Reserve
Ore Copper Gold Molybdenum
(million Copper Gold Molybdenum (billion (million (million
Year-End metric tons} (%) (grams) (%) pounds) ounces pounds)
2006 2,81: 1.04 0.9C N/A 54.¢ 54.2 N/A
2007 12,22« 0.51 0.2C 0.01 110.¢ 54.1 2,042
2008 14,067 0.4¢ 0.17 0.01 118.¢ 53.¢ 2,48t
2009 13,80° 0.4¢ 0.17 0.01 120.¢ 49.¢ 2,59t
2010 18,51¢ 0.4z 0.12 0.01 137.¢ 47.¢ 3,40¢
By Area at December 31, 201(
North America
Developed and producin
Morenci 4,75¢€ 0.2¢ - 0.00: 17.C - 10C
Bagdac 2,05¢ 0.2¢€ -2 0.01: 8.€ 0.1 41C
Safford 214 0.44 - - 1.7 - -
Sierrita 2,761 0.24 —a 0.02¢ 12.2 0.2 1,23¢
Tyrone 182 0.2¢ - - 0.8 - -
Chinob 40z 0.4t 0.0z 0.00¢ 3.€ 0.1 13
Miami 79 0.44 - - 0.€ - -
Hendersor 12¢ - - 0.177 - - 431
Undeveloped
Climax 187 - - 0.15¢ - - 57¢
Cobre 73 0.3¢ - - 0.2 - -
South America
Developed and producin
Cerro Verde 3,571 0.4C - 0.01¢ 274 - 63¢
El Abra 94C 0.4t - - 4.€ - -
Candelarie 44¢ 0.54 0.1z - 5.4 14 -
Ojos del Salad: 6 1.11 0.2¢ - 0.1 -2 -
Indonesia
Developed and producin
Grasberg open p 33¢ 0.84 0.9z - 5.2 8.C -
Deep Ore Zon: 23z 0.5€ 0.6€ - 2.4 Bie -
Big Gossar 56 2.34 1.11 - 2.€ 1.2 -
Undeveloped
Grasberg block cav 1,01¢ 1.0C 0.77 - 19.2 16.€ -
Kucing Liar 42: 1.24 1.1C - 9.¢ 7.C -
Deep Mill Level Zone 51C 0.84 0.71 - 8.2 9.1 -
Africa
Developed and producin
Tenke Fungurum 137 2.9t - - 8.1 = =
Total 100% basis 18,51¢ 137.¢ 47.¢ 3,40¢
Consolidated basis 120.€ 355 3,39¢
FCX’s equity shared 98.( 32. 3,00

a. Amounts not shown because of roundi
b. FCX initiated the restart of mining and milling aties, which were suspended in late 20
c. Recoverable proven and probable reserves alsad@€r5 billion pounds of recoverable cobalt iniedrand 325.0 million ounces of recoverable sitheoughout the worlc

d. Recoverable proven and probable reserves alsadie€#3 billion pounds of recoverable cobalt iniégdrand 270.0 million ounces of recoverable sitheoughout the worlc
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NOTE 20. QUARTERLY FINANCIAL INFORMATION (UNAUDITE D)

First Seconc Third Fourth
Quarter Quarter Quarter Quarter Year

2010
Revenue: $ 4,362 $ 3,86¢ $ 5,152 $ 5,602 $ 18,98:
Operating incom 2,04¢ 1,42¢ 2,49¢ 3,097 9,06¢
Net income 1,21t 83z 1,53 1,964 5,542
Net income attributable to noncontrolli

interests 27C 16¢ 35¢E 41t 1,20¢
Net income attributable to FCX comm

stockholder: 897 64¢ca 1,17¢ 1,54¢@ 4,27
Basic net income per share attribute

to FCX common stockholde 1.04 0.71 1.2F 1.64 4.67
Diluted net income per share attributa

to FCX common stockholde 1.0ca 0.7¢a 1.24 1.6z 457
2009
Revenue: $ 2,60z $ 3,68¢ $ 4,144 $ 4,61( $ 15,04(
Operating incom 6720 1,50¢ 2,08¢ 2,23% 6,50
Net income 207 812 1,20% 1,31« 3,53«
Net income attributable to noncontrolli

interests 104 164 224 29: 78t
Net income attributable to FCX comm

stockholder: 430 58€ 92k¢c 971b.c 2,527P.c
Basic net income per share attribute

to FCX common stockholde 0.0t 0.71 1.11 1.1: 3.0t
Diluted net income per share attributa

to FCX common stockholde 0.0%b 0.6¢ 1.04¢ 1.0gb.c 2.9%bc

All references to income or losses per share ara diluted basis

a. Includes losses on early extinguishment of deladiteg $27 million ($23 million to net income attttable to FCX common stockholders or $0.02 pereghiarthe first quarter, $50 million ($¢
million to net income attributable to FCX commoandtholders or $0.05 per share) in the second qu&enillion ($3 million to net income attributablo FCX common stockholders or less than
$0.01 per share) in the fourth quarter and $8lianil{$71 million to net income attributable to FE€¥mmon stockholders or $0.07 per share) for the."

b. Includes charges for LCM inventory adjustmentsliioga$19 million ($19 million to net income attritable to FCX common stockholders or $0.02 per simatiee first quarter and $15 million
net income attributable to FCX common stockholder$0.02 per share for the year). Includes restringy charges totaling $34 million ($31 million et income attributable to FCX common
stockholders or $0.04 per share) in the first quaahd $32 million ($25 million to net income ditrtable to FCX common stockholders or $0.03 perejtfar the year. Also includes pension and
postretirement gains totaling $9 million ($9 milito net income attributable to FCX common stocllbrs or $0.01 per share in the first quarter anchiflion to net income attributable to FCX
common stockholders or $0.01 per share for the)yraludes a charge for the partial settlemerthefCity of Blackwell lawsuit totaling $54 milliof$43 million to net income attributable to Ft¢
common stockholders or $0.05 per share) in thettioywarter and for the ye:

c. Includes losses on early extinguishment bt tietaling $31 million ($28 million to net inconagtributable to FCX common stockholders or $0.08gbare) in the third quarter, $17 million ($15
million to net income attributable to FCX commoaditholders or $0.02 per share) in the fourth quanel $48 million ($43 million to net income atwitble to FCX common stockholders or
$0.04 per share) for the year. Also includes arf@vie adjustment to income tax expense totalingri#i®n ($0.05 per share) in the fourth quarted &or the year resulting from the completior
a review of U.S. deferred income tax accou
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NOTE 21. SUBSEQUENT EVENTS

In February 2011, SUNAT issued a ruling denyingrG@&ferde’s protest for the year 2008 assessmemiirihg royalties related to the minerals processethe Cerro Verde concentrator as discussed
in Note 13. Cerro Verde is in the process of appgahis decision to the Tax Court.

On February 24, 2011, FCX announced its intenétteem the remaining $1.1 billion of the 8.25% SeNiotes due 2015 on April 1, 2011. Holders willee® 104.125 percent of the principal amc
together with accrued and unpaid interest. FCX etgp® record a loss on early extinguishment ot déapproximately $56 million (approximately $49llion to net income attributable to FCX
common stockholders) in the second quarter of 20tbnnection with this redemption.

FCX evaluated events after December 31, 2010, lmodigh the date the financial statements were dssared determined any events or transactions doguiuring this period that would require
recognition or disclosure are appropriately adaréss these financial statements.
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I tem 9. Changes in and Disagreements with Accoueatts on Accounting and Financial Disclosure.
Not applicable

I tem 9A. Controls and Procedures.

(a) Evaluation of disclosure controlsl amocedures Our chief executive officer and chief finanaidficer, with the participation of management, havaluated the effectiveness of our
“disclosure controls and procedures” (as defineRuies 13a-15(e) and 15d-15(e) under the SecuHEtebange Act of 1934) as of the end of the petmekred by this annual report on Form 10-K.
Based on their evaluation, they have concludeddabatlisclosure controls and procedures are effeets of the end of the period covered by thisntepo

(b) Changes in internal control3here has been no change in our internal contrai financial reporting that occurred during therter ended December 31, 2010, that has mayesifdicted,
or is reasonably likely to materially affect outémal control over financial reporting.

(c) Management’s annual report on intecoatrol over financial reporting and the repdwerteon of Ernst & Young LLP are included hereinemitem 8. “Financial Statements and
Supplemental Data.”

It em 9B. Other Information.
Not applicable

P ART IlI
| tem 10. Directors, Executive Officers and Corpoate Governance.
The information set forth under the captions “Imfi@tion About Director Nominees” and “Section 18&neficial Ownership Reporting Compliance” of oefiditive proxy statement to be filed with
the Securities and Exchange Commission (SEC),mgl& our 2011 annual meeting of stockholdergésrporated herein by reference. The informatiguired by Item 10 regarding our executive
officers appears in a separately captioned heaafteg Item 4 in Part | of this report.

I tem 11. Executive Compensation.

The information set forth under the captions “DicecCompensation” and “Executive Officer Comperwatiof our definitive proxy statement to be filedtlvthe SEC, relating to our 2011 annual
meeting of stockholders, is incorporated hereimdigrence.

It em 12. Security Ownership of Certain BeneficiaDwners and Management and Related Stockholder Magts.

The information set forth under the captions “St@knership of Directors and Executive Officers” &8tlock Ownership of Certain Beneficial Owners afr definitive proxy statement to be filed
with the SEC, relating to our 2011 annual meetihgtockholders, is incorporated herein by reference

Equity Compensation Plan Information
We have equity compensation plans pursuant to wiiclcommon stock may be issued to employees andémployees as compensation, including two plaaswiere assumed in connection with

our acquisition of Phelps Dodge pursuant to whitdrass of restricted stock were previously issu@dly the following two plans, all of which were preusly approved by our stockholders, have
shares available for grant: the 2003 Stock Incerféilan and the 2006 Stock Incentive Plan, whichamasnded and restated in 2007 and 2010.
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The following table presents information regardihgse equity compensation plans as of Decembe&(3D, (which information has been adjusted to réflee two-for-one stock split effective
February 1, 2011):

Number of Securities

Number of Securities Remaining Available for
To be Issued Upor Weighted-Average Future Issuance Under
Exercise of Exercise Price ol Equity Compensation Plans
Outstanding Options, Outstanding Options, (Excluding Securities
Warrants and Rights Warrants and Rights Reflected in Column (a))
(@) (b) (©
Equity compensation plai
approved by security holde 28,975,462 $ 30.2¢ 41,707,02b
Equity compensation plans r
approved by security holde - - -
Total 28,975,462 30.2¢ 41,707,02P

a. Includes shares issuable upon the vesti2g66,914 restricted stock units, and the termimadif deferrals with respect to 74,000 restrictedls units that were vested as of December 31,.2010
These awards are not reflected in column (b) asdbenot have an exercise price. The number ofrg&ito be issued in column (a) does not incladistanding stock appreciation rights, which
are payable solely in cas

b. As of December 31, 2010, there were 41,6&03bires remaining available for future issuanaEuthe 2006 Plan, all of which could be issuedpant to awards of stock options or stock
appreciation rights, and only 12,988,964 of whiohld be issued pursuant to awards of restricteckstestricted stock units or “Other Stock-Basedafds,” which awards are valued in whole or
in part on the value of the shares of common stisckddition, there were 26,946 shares remainiragiavle for future issuance under the 2003 Stockritive Plan, all of which could be issued
pursuant to awards of stock options, stock apptieciaights, restricted stock “Other Stoc-Based Award!”

I tem 13. Certain Relationships and Related Transztions, and Director Independence.

The information set forth under the caption “Cert@ransactions” of our definitive proxy statemembe filed with the SEC, relating to our 2011 arinmeeting of stockholders, is incorporated herein
by reference.

| tem 14. Principal Accounting Fees and Services.

The information set forth under the caption “Indegent Registered Public Accounting Firm” of ouriditive proxy statement to be filed with the SE€lating to our 2011 annual meeting of
stockholders, is incorporated herein by reference.

181




Table of Content
P ART IV
| tem 15. Exhibits, Financial Statement Schedules.
@(@). Financial Statements.
The consolidated statements of operations, caslsfiamd equity, and the consolidated balance sheetscluded as part of Item 8. “Financial Statets@md Supplementary Data.”
(@)(2). Financial Statemeah&lules.
Reference is made to the Index to Financial Statésreppearing on page F-1 hereof.
(@)(3). Exhibits.

Reference is made to the Exhibit Index beginningpage E-1 hereof.
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S IGNATURES

Pursuant to the requirements of Section 13 of #mfities Exchange Act of 1934, the registrantdhdy caused this report to be signed on its bdhathe undersigned, thereunto duly authorized, on
February 25, 2011.

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 &xgh Act of 1934, this report has been signed éydtowing persons on behalf of the registranthie capacities indicated on February 25, 2011.

*

Chairman of the Boar

James R. Moffel

*

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 Officadalreasure

Kathleen L. Quirk

*

(Principal Financial Officer

Vice President and Controll- Financial Reportin

C. Donald Whitmire, Jt

*

Robert J. Allison, Ji

*

Robert A. Day

*

Gerald J. Fort

*

H. Devon Graham, J

(Principal Accounting Officer

Director

Director

Director

Director
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* Director
Charles C. Krulal

* Director
Bobby Lee Lacke'

* Director
Jon C. Madonn

* Director
Dustan E. McCo!

* Director

Stephen H. Siege

By: /s/ Richard C. Adkerson
Richard C. Adkerso
Attorney-in-Fact
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F REEPORT-McMoRan COPPER & GOLD INC.
INDEX TO FINANCIAL STATEMENTS

Our financial statements and the notes theretottemdeport of Ernst & Young LLP included in ourl®0annual report are incorporated herein by referen

Page
Report of Independent Registered Public Accounfing F-1
Schedule |-Valuation and Qualifying Accoun F-2

Schedules other than the one listed above havedeited since they are either not required, npliagble or the required information is includedhe 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 statésngfnFreeport-McMoRan Copper & Gold Inc. as of Baber 31, 2010 and 2009 and for each of the theaesyin the period ended December 31,
2010, and have issued our report thereon datedi&igb25, 2011. Our audits also included the finalnsatement schedule listed in the index abovéhierForm 10-K. The schedule listed in the index
above is the responsibility of the Company’s manag. Our responsibility is to express an opiniasda on our audits.

In our opinion, the schedule referred to above,mt¢ensidered in relation to the basic consolidéiteghcial statements taken as a whole, presentyg faiall material respects the information settio
therein.

/sl Ernst & Young LLP

Phoenix, Arizona
February 25, 2011
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FREEPORT-McMoRan COPPER & GOLD INC.
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

(In Millions)
Col. A Col. B Col. C Col. D Col. E
Additions
Balance a Charged tc Charged tc Other Balance a
Beginning of Costs anc Other Add End of
Period Expense Accounts (Deduct) Period
Reserves and allowances deduct¢
from asset accounts
Materials and supplies allowanc
2010 $ 21 $ 1 $ - $ (6) 2 26
2009 22 4 - (5)a 21
2008 16 11 - (5)a 22
Valuation allowance fo
deferred tax asse
2010 $ 2,157 $ 55 $ 14 $ - $ 2,22¢
2009 1,762 36€ 28 - 2,157
2008 1,16% 582 16 - 1,762
Reserves for norincome taxes:
2010 $ 47 $ 29 $ - $ (3) b$ 73
2009 32 15 3 3)° 47
2008 34 7 ®3) 6) b 32

a. Primarily represents wri-offs of obsolete materials and supplies invento

b. Represents amounts paid or adjustments to resbasesl on revised estimat
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F REEPORT-McMoRan COPPER & GOLD INC.

EXHIBIT INDEX

Filed
Exhibit with this Incorporated by Reference
Number Exhibit Title Form 10-K Form File No. Date Filed

2.1 Agreement and Plan of Merger dated as of Ndezrh8, 2006, by and among Freeport-McMoRan

Copper & Gold Inc. (FCX), Phelps Dodge Corporaton Panther Acquisition Corporatic S-4 333139252 12/11/200€
3.1 Composite Certificate of Incorporation of FC 1C-Q 001-1130°-01 08/06/201C
3.2 Amended and Restated -Laws of FCX, as amended through February 2, 2 8-K 001-11307-01 02/05/201C
4.1 Indenture dated as of March 19, 2007, from R&€Xhe Bank of New York, as Trustee, with respect

to the 8.25% Senior Notes due 2015, 8.375% Serntes\due 2017, and the Senior Floating Rate

Notes due 201¢ 8-K 001-1130%-01 03/19/2007
4.2 Credit Agreement dated as of March 19, 209gral among FCX, the Lenders party thereto, the

Issuing Banks party thereto, JPMorgan Chase Bank, & Administrative Agent and Collateral

Agent, and Merrill Lynch, Pierce, Fenner & Smitltdmporated, as Syndication Age 8-K 001-11307-01 03/19/2007
43 Amendment Agreement dated as of July 3, 2808ignding the Credit Agreement dated as of March

19, 2007, among FCX, the Lenders party theretolsth@ing Banks party thereto, and JPMorgan

Chase Bank, N.A., as Administrative Agent and alaral Agent, and Merrill Lynch, Pierce,

Fenner & Smith Incorporated, as Syndication Ag 8-K 001-11307-01 07/11/2007
4.4 Amended and Restated Credit Agreement datetiMarch 19, 2007, by and among FCX, PT

Freeport Indonesia, the Lenders party theretolstheing Banks party thereto, JPMorgan Chase

Bank, N.A. as Administrative Agent, Collateral AgeBecurity Agent and JAA Security Agent,

U.S. Bank National Association, as FI Trustee, tedrill Lynch, Pierce, Fenner & Smith

Incorporated, as Syndication Age 8-K 001-11307-01 03/19/2007
4.5 First Amendment dated as of January 22, 2009 speet of the Amended and Restated Ci

Agreement dated as of July 10, 2007, among FCXl_¢melers party thereto, the Issuing Banks |

thereto, and JPMorgan Chase Bank, N.A., as Admiatige Agent and as Collateral Agent, and

Merrill Lynch, Pierce, Fenner & Smith Incorporated, Syndication Agen 8-K 001-11307-01 01/26/200¢
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Exhibit
Number

FREEPORT-McMoRan COPPER & GOLD INC.
EXHIBIT INDEX
Filed
with this
Exhibit Title Form 10-K

Incorporated by Reference

Form

File No.

Date Filed

4.6

4.7

Amendment Agreement dated as of July 3, 280@i&nding the Amended and Restated Credit
Agreement dated as of March 19, 2007, which ameadéddestated the Amended and Restated
Credit Agreement, dated as of July 25, 2006, whitiended and restated the Amended and Re
Credit Agreement, dated as of September 30, 20B&hwamended and restated the Amended and
Restated Credit Agreement, dated as of Octobe2d®1, which amended and restated both the
Credit Agreement, originally dated as of October 2989 and amended and restated as of June 1,
1993 and the Credit Agreement, originally datedfatune 30, 1995, among FCX, PT Freeport
Indonesia, U.S. Bank National Association, as éeigor the Lenders and certain other lenders t
the FI Trust Agreement, the Lenders party thertbi ssuing Banks party thereto, and JPMorgan
Chase Bank, N.A., as Administrative Agent, Secuhigent, JAA Security Agent and Collateral
Agent, and Merrill Lynch, Pierce, Fenner & Smitltdmporated, as Syndication Age

First Amendment dated as of January 22, 2009 spet of the Amended and Restated Ci
Agreement dated as of March 19, 2007, as amendeflJagy 3, 2007, which amends and restates
the Amended and Restated Credit Agreement, datetlagy 25, 2006, which amended and rest
the Amended and Restated Credit Agreement, datetiSeptember 30, 2003, which amended and
restated the Amended and Restated Credit Agreeiatet] as of October 19, 2001, which amer
and restated both the Credit Agreement, originddited as of October 27, 1989 and amended and
restated as of June 1, 1993 and the Credit Agregmeginally dated as of June 30, 1995, among
FCX, PT Freeport Indonesia, U.S. Bank National Ags@n, as trustee for the Lenders and certain
other lenders under the FI Trust Agreement, thedeenparty thereto, the Issuing Banks party
thereto, and JPMorgan Chase Bank, N.A., as Admatige Agent, Security Agent, JAA Security
Agent and Collateral Agent, and Merrill Lynch, Rier Fenner & Smith Incorporated, as Syndic¢
Agent.

Contract of Work dated December 30, 1991yéen the Government of the Republic of Indonesia
and PT Freeport Indones

Contract of Work dated August 15, 1994, betwthe Government of the Republic of Indonesia and
PT Irja Eastern Minerals Corporatic

Participation Agreement dated as of Octolier1 996, between PT Freeport Indonesia and P.T.
RTZ-CRA Indonesia (a subsidiary of Rio Tinto PLC) widspect to a certain contract of wa
Agreement dated as of October 11, 1996, terkhand Restate Trust Agreement among PT
Freeport Indonesia, FCX, the RTZ Corporation PL&(Rio Tinto PLC), P.T. RTZ-CRA
Indonesia, RTZ Indonesian Finance Limited and Firsst of New York, National Association, and
The Chase Manhattan Bank, as Administrative Agbif, Security Agent and Security Age
Concentrate Purchase and Sales Agreement eff¢etive December 11, 1996, between PT
Freeport Indonesia and PT Smelti

Second Amended and Restated Joint Ventur&hatholders’ Agreement dated as of December
11, 1996, among Mitsubishi Materials Corporatioipgdn Mining and Metals Company, Limited
and PT Freeport Indones

E-2

8-K

8-K

S-3

S-3

S-3

8-K

S-3

001-1130%-01

001-1130%-01

33:-72760

33:-72760

33:-72760

001-09916

33:-72760

33572760

07/11/2007

01/26/200¢
11/05/2001
11/05/2001

11/05/2001

11/13/199¢

11/05/2001

11/05/2001
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Exhibit
Number

FREEPORT-McMoRan COPPER & GOLD INC.
EXHIBIT INDEX
Filed
with this
Exhibit Title Form 10-K

Incorporated by Reference

Form

File No.

Date Filed

10.7

10.10

10.11

10.12

10.13

10.14

10.15

10.16*
10.17*

10.18*

10.19*

10.20*

Participation Agreement, dated as of Marchi2D85, among Phelps Dodge Corporation, Cyprus
Amax Minerals Company, a Delaware corporation, @gMetals Company, a Delaware
corporation, Cyprus Climax Metals Company, a Del@ax@rporation, Sumitomo Corporation, a
Japanese corporation, Summit Global Management, B.Butch corporation, Sumitomo Metal
Mining Co., Ltd., a Japanese corporation, Compédaidinas Buenaventura S.A.A., a Peruvian
sociedad anonima abierta, and Sociedad Minera e S.A.A., a Peruvian sociedad anonima
abierta.

Shareholders Agreement, dated as of Jun@05, 2mong Phelps Dodge Corporation, Cyprus
Climax Metals Company, a Delaware corporation, $omd Corporation, a Japanese corporation,
Sumitomo Metal Mining Co., Ltd., a Japanese corpanaSummit Global Management B.V., a
Dutch corporation, SMM Cerro Verde Netherlands, Ba/Dutch corporation, Compafiia de Minas
Buenaventura S.A.A., a Peruvian sociedad anoninsataband Sociedad Minera Cerro Verde
S.A.A., a Peruvian sociedad anonima abi¢

Master Agreement and Plan of Merger among Colum6iaemicals Company, Columbi
Chemicals Acquisition LLC, Columbian Chemicals Mer&ub, Inc. and Phelps Dodge
Corporation, dated November 15, 20

Reclamation and Remediation Trust Agreement betwtps Dodge Corporation and Wells Fe
Delaware Trust Company, dated December 22, Z

Amended and Restated Mining Convention daseaf September 28, 2005, among the Democratic
Republic of Congo, La Générale des Carriéres eMiess, Lundin Holdings Ltd. (now TF
Holdings Limited) and Tenke Fungurume Mining S.A.F

Amended and Restated Shareholders Agreement datddS@ptember 28, 2005, by and betwee
Générale des Carriéres et des Mines and Lundiniktigd_td. (now TF Holdings Limited) and its
subsidiaries

Stock Purchase Agreement dated Septemb&010, by and among Freeport-McMoRan Copper &
Gold Inc., Freepo-McMoRan Preferred LLC and McMoRan Exploration !

Registration Rights Agreement by and betw&eeport-McMoRan Preferred LLC and McMoRan
Exploration Co

Stockholder Agreement by and among McMoRgidEation Co., Freeport-McMoRan Copper &
Gold Inc. and Freepc-McMoRan Preferred LLC

FCX Director Compensatiol

Amended and restated Agreement for ComgpufBiervices between FMS and B. M. Rankin, Jr.
effective as of January 1, 20

Amended and Restated Executive Employmemnédment dated effective as of December 2, 2008,
between FCX and James R. Moffi

Amended and Restated Change of Control égent dated effective as of December 2, 2008,
between FCX and James R. Moff

Amended and Restated Change of Control émgent dated effective as of December 2, 2008,
between FCX and Michael J. Arno

E-3

8-K

8-K

10-K
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10.21* Amended and Restated Executive Employmemedment dated effective as of December 2, 2008,

between FCX and Richard C. Adkers 16K 001-1130%-01 02/26/200¢
10.22*  Amended and Restated Executive Employmemné@&ment dated effective as of December 2, 2008,

between FCX and Kathleen L. Quil 1C-K 001-1130°-01 02/26/200¢
10.23* FCX Executive Services Program, as amended anatedsDecember 2, 200 10-K 001-1130%-01 02/26/200¢
10.24* FCX Supplemental Executive Retirement Plan, as dewand restate 8-K 001-11307-01 02/05/2007
10.25* FCX Supplemental Executive Capital AccumulationnP? 1C-Q 001-1130°-01 05/12/200¢
10.26* FCX Supplemental Executive Capital AccumulationrnPdanendment One 1C-Q 001-1130°-01 05/12/200¢
10.27* FCX Supplemental Executive Capital AccumulationnPdanendment Twao 1C-K 001-1130°-01 02/26/200¢
10.28* FCX 2005 Supplemental Executive Capital Accumutatdan. 10-K 001-11307-01 02/26/200¢
10.29* FCX 2005 Supplemental Executive Capital Accumutafidan Amendment On 10-K 001-11307-01 02/26/201C
10.30* FCX 1995 Stock Option Plan for N-Employee Directors, as amended and rest: 1C-Q 001-1130°-01 05/10/2007
10.31* FCX Amended and Restated 1999 Stock Incentive Ramended and restat 1C-Q 001-11307-01 05/10/2007
10.32* FCX 2003 Stock Incentive Plan, as amended andtegls 1C-Q 001-1130°-01 05/10/2007
10.33*  Form of Amendment No. 1 to Notice of GrahiNonqualified Stock Options and Stock

Appreciation Rights under the 2004 Director Compd¢ing Plan 8-K 001-1130°-01 05/05/200€
10.34* FCX 2004 Director Compensation Plan, as amendedestdted 1C-Q 001-1130°-01 08/06/201C
10.35*  FCX 2005 Annual Incentive Plan, as amended andtegs 16K 001-1130%-01 02/26/200¢
10.36* FCX Amended and Restated 2006 Stock Incentive | 8-K 001-1130%-01 06/14/201C
10.37* Form of Notice of Grant of Nonqualified Stock Opt#ofor grants under the FCX 1999 St

Incentive Plan, the 2003 Stock Incentive Plan &ed2006 Stock Incentive Ple 10-K 001-11307-01 02/29/200¢
10.38* Form of Notice of Grant of Restricted Stadhits for grants under the FCX 1999 Stock Incentiv

Plan, the 2003 Stock Incentive Plan and the 2006k3ncentive Plar 16K 001-1130%-01 02/26/201C
10.39*  Form of Notice of Grant of Nonqualified S8koOptions and Restricted Stock Units under the5200

Stock Incentive Plan (for grants made to-management directors and advisory directc 8-K 001-1130°-01 06/14/201C
10.40*  Form of Performance-Based Restricted Stdrtik Agreement for grants under the FCX 1999 Stock

Incentive Plan, the 2003 Stock Incentive Plan &ed2006 Stock Incentive Plan, (Form used for

awards granted prior to 201( 10-K 001-1130°-01 02/29/200¢
10.41* Form of Notice of Grant of Performance-Bh&estricted Stock Units for grants under the FCX

2003 Stock Incentive Plan and the 2006 Stock Ireerflan. 8-K 001-1130%-01 02/05/201C
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10.42* Form of Restricted Stock Unit Agreementifficused in connection with participant electiores) f
grants under the FCX 1999 Stock Incentive Plan28@8 Stock Incentive Plan and the 2006
Stock Incentive Plar 16K 001-1130%-01 02/29/200¢
10.43* Form of Performance-Based Restricted Stdrik Agreement (form used in connection with
participant elections) for grants under the FCX99%ock Incentive Plan, the 2003 Stock
Incentive Plan and the 2006 Stock Incentive F 16K 001-1130%-01 02/29/200¢
10.44* FCX 2009 Annual Incentive Plé 8-K 001-1130%-01 06/17/200¢
12.1 FCX Computation of Ratio of Earnings to Fixed Clea X
14.1 FCX Principles of Business Condu 1C-K 001-1130%-01 02/29/200¢
21.1 Subsidiaries of FCX X
231 Consent of Ernst & Young LLF X
24.1 Certified resolution of the Board of Directors d€¥ authorizing this report to be signed on be
of any officer or director pursuant to a Power dfofney. X
24.2 Powers of Attorney pursuant to which this repos haen signed on behalf of certain officers
directors of FCX X
311 Certification of Principal Executive Officer pursudo Rule 13-14(a)/15¢- 14(a). X
31.2 Certification of Principal Financial Officer pursuao Rule 13-14(a)/15¢- 14(a). X
32.1 Certification of Principal Executive Officer pursuao 18 U.S.C. Section 135 X
32.2 Certification of Principal Financial Officer pursuteto 18 U.S.C Section 135 X
99.1 Mine Safety and Health Administration Safety D X
101.INS  XBRL Instance Documer X
101.SCH XBRL Taxonomy Extension Schen X
101.CAL  XBRL Taxonomy Extension Calculation Linkbe X
101.DEF  XBRL Taxonomy Extension Definition Linkba: X
101.LAB  XBRL Taxonomy Extension Label Linkba X
101.PRE  XBRL Taxonomy Extension Presentation Linkb. X

Note: Certain instruments with respect to I-term debt of FCX have not been filed as exhilmitthis Annual Report on Form 10-K since the totabant of securities authorized under any such
instrument does not exceed 10 percent of the ast@ts of FCX and its subsidiaries on a consolidadsis. FCX agrees to furnish a copy of each msthument upon request of the Securities and
Exchange Commission.

* Indicates management contract or compensatany pt arrangement.
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FREEPORT-McMoRan COPPER & GOLD INC.

COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

(in millions except ratios

Income (loss) from continuing operations bef
income taxes and equity in affiliat
companies' net earnin

Amortization of previously capitalized intere

Less: capitalized intere

Earnings (losses) from continuing operati
before fixed charge

Fixed charges
Interest expense, net of capitalized inte
Capitalized interes
Amortization of debt expenses, premiums
discounts
Interest portion of rental expen

Total fixed charge
Adjusted earnings (losse

Ratio of earnings to fixed charg?

Preferred dividend requiremen
Total fixed charge
Preferred stock dividenc
Combined fixed charges and preferred stock dividi

Ratio of earnings to combined fixed charges antepred
stock dividend@

For the years ended December

Exhibit 12.1

2010 2009 2008 20077 2006
851 $ 581¢ $ (13,309 $ 6,111 $ 2,82
34 31 25 17 18
(66) (79) (122) (147) ()
8,48( $ 576¢ $ (13,400 $ 5981 $ 2,82
44¢ 56¢ 567 49¢ 71
66 78 122 147 11
14 18 17 17 5
26 32 18 12 1
554 69€ 724 672 88
9,03 $ 6,465 $ (12,68) $ 6,65 $ 2,91¢
16.2 9.2 -b 9.¢ 33.1
554§ 69€ §$ 724§ 67 $ 88
96 37C 347 34¢ 11€
65 §$ 1,066 $ 1,071 $ 101 $ 204
13.€ 6.1 - 6.6 14.2

a. For purposes of computing the consolidated tdtearnings to fixed charges, earnings consigiamme (loss) from continuin

operations before income taxes, equity in affiledempanies’ net earnings and cumulative effeatobunting change
Noncontrolling interests were not deducted frorneeys as all such subsidiaries had fixed chargeedreharges fror

continuing operations consist of interest (inclgdoapitalized interest) of all indebtedness; amatibn of debt discount

premiums and expenses; and that portion of rer@rese that FCX believes to be representativetefast. For purposes

calculating the ratio of earnings to combined fixb@rges and preferred stock dividends, the pedestock dividen:

requirements were assumed to be equal to ti-tax earnings that would be required to cover sueidehd requirement:
The amount of p-tax earnings required to cover such preferred stbddkends was computed using the effective taa fait

each applicable yee

b. As aresult of the loss recorded in 2008 réti® coverage was less than 1:1. FCX would haeslad to generate additiol

earnings of $13.4 billion to achieve coverage @fifh:2008.

c. As aresult of the loss recorded in 2008y #tie coverage was less than 1:1. FCX would haezlad to generate additiol

earnings of $13.8 billion to achieve coverage @fifh:2008.







Entity (1

Atlantic Copper, S.A.U

Climax Molybdenum Compar
Compaiiia Contractual Minera Candelz

Compaiiia Contractual Minera Ojos del Sal

FM Services Compan
Freepor-McMoRan Bagdad Inc
Freepor-McMoRan Chino Mines Compar
Freepor-McMoRan Corporatiol
Freepor-McMoRan Miami Inc.
Freepor-McMoRan Morenci Inc
Freepor-McMoRan Preferred LL(
Freepor-McMoRan Safford Inc
Freepor-McMoRan Sierrita Inc
Freepor-McMoRan Tyrone Inc
Freepor-McMoRan Tyrone Mining LLC
Phelps Dodge Industries, Ir

Phelps Dodge Refining Corporati

PT Freeport Indones

Sociedad Contractual Minera EI At
Sociedad Minera Cerro Verde S.A.
Tenke Fungurume Mining S.A.R.(2)

List of Subsidiaries of

Freeport-McMoRan Copper & Gold Inc.

Jurisdiction of Organizatio

Spain
Delaware
Chile
Chile
Delaware
Delaware
New Mexico
New York
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New Mexico
Delaware
New York
Indonesia and Delawa
Chile
Peru

Democratic Republic of Conc

Exhibit 21.1

1) Omitted from this listing are subsidiaries thatsidered in the aggregate as a single subsidianyldanot constitute a significant subsidie

) 17.5% owned by La Générale des Carrieres et desd







Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRlegistration Statements of Freeport-McMoRan Cogp&old Inc. on Form S-3 (File No. 333-104564) drakm S-8 (File Nos. 33-63267, 33-
63269, 33-63271, 333-85803, 333-105535, 333-115292;136084, 333-141358 and 3B&7413), of our reports dated February 25, 2011h vaspect to the consolidated financial statemant
schedule of Freeport-McMoRan Copper & Gold Inc. #raleffectiveness of internal control over finaheceporting of FreepofticMoRan Copper & Gold Inc., included in this AnniReport (Forr
10-K) of Freeport-McMoRan Copper & Gold Inc. foethear ended December 31, 2010.

/sl Ernst & Young LLP

Phoenix, Arizona
February 25, 2011







Exhibit 24.1
Freeport-McMoRan Copper & Gold Inc.
Secretary’s Certificate

1, Douglas N. Currault Il, Secretary of FreeportitaRan Copper & Gold Inc., a corporation organizad existing under the laws of the State of Delaw(tive “Corporation”), do hereby
certify that the following resolution was duly adeg by the Board of Directors of the Corporatioa ateeting held on December 13, 1988, and thatmastution has not been amended, modified or
rescinded and is in full force and effect on theedeereof:

RESOLVED, That any report, registration statemerdther form filed on behalf of this corporationrpuant to the Securities Exchange Act of 1934 ngraanendment to
any such report, registration statement or othenfonay be signed on behalf of any director oroeifiof this corporation pursuant to a power ofraty executed by such director or

officer.

IN WITNESS WHEREOF, | have hereunto signed my name affixed the seal of the Corporation on Febr@arg011.

[s/ Douglas N. Currault II
Douglas N. Currault 11
Secretary

Seal







Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capadtycapacities as an officer and/or a member oBiterd of Directors of FreepokicMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andlmhalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attooneyttorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tidersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donertue of this Power of Attorney.

EXECUTED on February 8, 2011.

/s/ Robert A. Day
Robert A. Day




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10 and any amendment or amendments theretargnother document in support thereof or suppleai¢hereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl Bobby Lee Lagke
Bobby Lee Lackey




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat RICHARD C. ADKERSON, his true and lawful@ttey-infact with full power of substitution, to executeliger and file, for and on beh:
of him, in his name and in his capacity or capesitis aforesaid, an Annual Report of the Comparfyoom 10-K for the year ended December 31, 2016 sany amendment or amendments thereto
and any other document in support thereof or suppieal thereto, and the undersigned hereby grarsidl attorney full power and authority to do gedform each and every act and thing
whatsoever that said attorney may deem necessagvigable to carry out fully the intent of thedgping as the undersigned might or could do peflyooiain the capacity or capacities as aforesaid,
hereby ratifying and confirming all acts and thimgsich said attorney may do or cause to be donarhye of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl James R. Mdffet
James R. Moffett




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gEbat JAMES R. MOFFETT, his true and lawful atteyrin-fact with full power of substitution, to exge, deliver and file, for and on behalf of
him, in his name and in his capacity or capacaesforesaid, an Annual Report of the Company esmHA®-K for the year ended December 31, 2010, agcaanendment or amendments thereto and
any other document in support thereof or suppleaié¢hnereto, and the undersigned hereby grantsdaastarney full power and authority to do and peni each and every act and thing whatsoever
that said attorney may deem necessary or advisalslrry out fully the intent of the foregoing &g tundersigned might or could do personally ohédapacity or capacities as aforesaid, hereby

ratifying and confirming all acts and things whidid attorney may do or cause to be done by vatuleis Power of Attorney.

EXECUTED on February 8, 2011.

/sl Richard C.k&dson
Richard C. Adkerson




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/s/ B. M. Rankim, J

B. M. Rankin, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in her capacitcapacities as an officer and/or a member oBiberd of Directors of FreepoMcMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gypbat JAMES R. MOFFETT and RICHARD C. ADKERSON damach of them acting individually, her true andafld attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of her, in her name and in her capacityapacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargndther document in support thereof or suppléafénereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as thedersigned might or could do personally or indhpacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl Kathleen L. @i
Kathleen L. Quirk




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/s/ C. Donald Whiiten Jr.
C. Donald Whitmire, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl H. Devon Grahalr.

H. Devon Graham, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl Gerald J. dFor
Gerald J. Ford




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl Robert J. Adiis Jr.
Robert J. Allison, Jr.




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

Is/ Stephen H. 8ieg
Stephen H. Siegele




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl Charles C. Kkl
Charles C. Krulak




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/sl Jon C. Madonna
Jon C. Madonna




POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiberd of Directors of FreepokticMoRan Copper & Gold Inc., a Delaware corpora
(the “Company”), does hereby make, constitute gmbat JAMES R. MOFFETT and RICHARD C. ADKERSON dagach of them acting individually, his true andfial attorney-infact with powe
to act without the other and with full power of stitution, to execute, deliver and file, for andthalf of him, in his name and in his capacitg@pacities as aforesaid, an Annual Report of the
Company on Form 10-K for the year ended Decembg2@10, and any amendment or amendments theretargnother document in support thereof or supple¢ahéinereto, and the undersigned
hereby grants to said attorneys, and each of thehpower and authority to do and perform each awery act and thing whatsoever that said attoonettorneys may deem necessary or advisable to
carry out fully the intent of the foregoing as tedersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on February 8, 2011.

/s/ Dustan E. MgC
Dustan E. McCoy







Exhibit 31.1
Certification

I, Richard C. Adkerson, certify that:
1. | have reviewed this annual report on Forr-K of Freepor-McMoRan Copper & Gold Inc

2. Based on my knowledge, this report does not coraaynuntrue statement of a material fact or omgtéde a material fact necessary to make the statisrmade, in light of the circumstan
under which such statements were made, not misigadih respect to the period covered by this rgj

3. Based on my knowledge, the financial statement atimer financial information included in this repdairly present in all material respects theafigial condition, results of operations and
cash flows of the registrant as of, and for, theqgas presented in this repo

4. The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defined in Exchange Act Rule-15(e) and 15-15(e))
and internal control over financial reporting (&dided in Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduregused such disclosure controls and proceduties tiesigned under our supervision, to ensurenggrial information relating
to the registrant, including its consolidated sdlasies, is made known to us by others within thestities, particularly during the period in whitttis report is being prepare

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under our supervisiomrovide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles

(c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimethort our conclusions about the effectivendéshedisclosure controls and
procedures, as of the end of the period coveretiibyeport based on such evaluation;

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrant's most recent figoarter (the registrant’s fourth
fiscal quarter in the case of an annual report) tha materially affected, or is reasonably likelynaterially affect, the registr¢ s internal control over financial reporting; &

5. The registrar's other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @bmiver financial reporting, to the registr’s auditors and the audit commiti
of the registrar's board of directors (or persons performing thewedgnt functions)

(a) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting which are reasonably likedyadversely affect the registrant’s
ability to record, process, summarize and repastricial information; an

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registra’s internal control over financial reportir

Dated: February 25, 2011

/sl Richard C. Adkerson
Richard C. Adkerson
President and Chief Executive Officer







Exhibit 31.2
Certification

I, Kathleen L. Quirk, certify that:
1. I have reviewed this annual report on Forr-K of Freepor-McMoRan Copper & Gold Inc

2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omététe a material fact necessary to make the staisrmade, in light of the circumstances
under which such statements were made, not misigadih respect to the period covered by this rgj

3. Based on my knowledge, the financial statement otimer financial information included in this repdairly present in all material respects theafigial condition, results of operations ¢
cash flows of the registrant as of, and for, thegals presented in this repa

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in ExgghAct Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (&dided in Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes designed under our supervision, to ensureriagrial information relating
to the registrant, including its consolidated sdlasies, is made known to us by others within thestities, particularly during the period in whitttis report is being prepare

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under our supervisioprovide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles

(c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeport our conclusions about the effectivenédbendisclosure controls and
procedures, as of the end of the period coveretiibyeport based on such evaluation;

(d) Disclosed in this report any change in the regi’'s internal control over financial reporting thatoed during the registre s most recent fiscal quarter (the regist' s fourth
fiscal quarter in the case of an annual report) hlha materially affected, or is reasonably likelynaterially affect, the registré' s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiomnterhal control over financial reporting, to tregistrant’s auditors and the audit committee
of the registrar's board of directors (or persons performing thewedgnt functions)

(a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which are reasonably likedyadversely affect the registr’s
ability to record, process, summarize and repaosrftial information; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s internal control over financial reportir
Dated: February 25, 2011
[s/ 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 SarbandsyGct of 2002)

In connection with the Annual Report on Form 10fK-oeeport-McMoRan Copper & Gold Inc. (the “Compgnfpr the year ending December 31, 2010, as filégtth the Securities and
Exchange Commission on the date hereof (the “R@p&ichard C. Adkerson, as President and Chiefdsiee Officer of the Company, hereby certifiesrquant to 18 U.S.C. § 1350, as adopted
pursuant to 8 906 of the Sarbanes-Oxley Act of 2€@, to the best of his knowledge:

(1) The Report fully complies with the requiren®at Section 13(a) or 15(d) of the Securities ExgleaAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finarenaldition and results of operations of the Company.

Dated: February 25, 2011

/sl Richard C. Adkerson
Richard C. Adkerson
President and Chief Executive Officer

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadynéll be retained by the Company and furnishethéoSecurities and Exchange
Commission or its staff upon request.

This certification shall not be deemed filed by @@mpany 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 SarbandsyGct of 2002)

In connection with the Annual Report on Form 10fK-oeeport-McMoRan Copper & Gold Inc. (the “Compgnfpr the year ending December 31, 2010, as filégtth the Securities and
Exchange Commission on the date hereof (the “R@pdtathleen L. Quirk, as Executive Vice President,eElinancial Officer and Treasurer of the Compdrgreby certifies, pursuant to 18 U.S.(
1350, as adopted pursuant to 8§ 906 of the Sarb@rkes- Act of 2002, that, to the best of her knowged

(1) The Report fully complies with the requiren®at Section 13(a) or 15(d) of the Securities ExgleaAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finaremaldition and results of operations of the Company.

Dated: February 25, 2011

/sl Kathleen L. Quirk
Kathleen L. Quirk
Executive Vice President,
Chief Financial Officer and Treasurer

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadynd! be retained by the Company and furnishetheéoSecurities and Exchange
Commission or its staff upon request.

This certification shall not be deemed filed by @@mpany for purposes of § 18 of the SecuritieshBrge Act of 1934, as amended.







Exhibit 99.1
Disclosure of Mine Safety and Health Administration(MSHA) Safety Data

FCX’s U.S. mining operations are subject to regofaby MSHA under the U.S. Federal Mine Safety beclth Act of 1977 (the Mine Act). MSHA inspectsranines on a regular basis and issues
various citations and orders when it believes ¢atien has occurred under the Mine Act. WheneveH#®Sssues a citation or order, it also generallgpgarses a civil penalty, or fine, related to the
alleged violation. Citations or orders can be cstete and appealed, and as part of that processftarereduced in severity and amount, and are Sorae dismissed. The number of citations, orders
and proposed assessments varies depending orzéhensi type (underground or surface) of the mimamrgy other factors.

The following disclosures have been provided purstmSection 1503(a) of the Dodidank Wall Street Reform and Consumer Protection(the Act). The U.S. Securities and Exchange Casion
(SEC) has not issued final rules under these pongstherefore, it is possible that any final sute guidelines adopted by the SEC will requireldisures to be presented in a different form.

Mine Safety Data During fourth-quarter 2010, we had no mining tetafatalities at our U.S. mining operations, amdthe year ended December 31, 2010, we had oriegmelated fatality at our
U.S. mining operations. In addition, during theetamonths and year ended December 31, 2010, nang bf.S. mining operations received written nofroen MSHA of a pattern of, or the potential
to have a pattern of, violations of mandatory Heattsafety standards that are of such naturewdd bave significantly and substantially contritilite the cause and effect of mine health or safety
hazards under section 104(e) of the Mine Act.

Following provides additional information aboutesfnces used in the tables below to describe tegades of violations, orders or citations issbgdMSHA under the Mine Act:

« Section 104(a; Citations issued by MSHA under section 104(athef Mine Act for violations of health or safetyrstiards that could significantly and substantiatiptcibute to a serious injury if
left unabated

Section 104(b: Orders issued under section 104(b) of the Ming whbich represent a failure to abate a citatiodeursection 104(a) within the period prescribedt8HA. This results in an ord
of immediate withdrawal from the area of the miffected by the condition until MSHA determines tkta violation has been abat

Section 104(d: Citations and orders issued by MSHA under sectidf(d) of the Mine Act for unwarrantable failuedomply with mandatory health or safety standaftiese types of violatiol
could significantly and substantially contributeatgerious injury; however, the conditions do raatse imminent danger (refer to discussion of immtigeanger orders below

Section 110(b)(2: Flagrant violations identified by MSHA under seat110(b)(2) of the Mine Act. The term flagranttivrespect to a violation is defined asréckless or repeated failure to m
reasonable efforts to eliminate a known violatiba enandatory health or safety standard that sobatly and proximately caused, or reasonably cdalde expected to cause, death or serious
bodily injury.”

Section 107(a: Orders issued by MSHA under section 107(a) ofMiree Act for situations in which MSHA determined enminent danger existed. Orders issued undeioset07(a) of the
Mine Act require the operator of the mine to caalb@ersons (except authorized persons) to be wéthid from the mine until the imminent danger arel ¢bnditions that caused such imminent
danger cease to exi




The following tables reflect the violations, citais and orders issued to us by MSHA during theethmtenths and year ended December 31, 2010:

Three Months Ended December 31, 201

Section Section Section Section Section Proposed

Mine ID () Mine or Operation Name 104(a) 104(b) 104(d) 110(b)(2) 107(a) Assessment(@
0200137 Freepor-McMoRan Bagdad Inc. (Bagda 40 - - = - 3 21,85°

Freepor-McMoRan Chino Mines Company (Chinc
290070€ Chino Mines Co Mine - - - = - $ =
2900762 SX-EW - - - - - $ -
2901882 Ivanhoe Concentratc - = = = - $ =
0200112 Freepor-McMoRan Miami Inc (Miami) - - - - - $ -
0200024 Freepor-McMoRan Morenci Inc (Morenci - - - - - 3 |
0203131 Freepor-McMoRan Safford Inc (Safforc 8 - - - - $ 1,517
0200144 Freepor-McMoRan Sierrita Inc (Sierrite - - = = - 3 =
290015¢ Tyrone Mine (Tyrone - - - - - $ -
050079C (Henderson Operations (Henders 6 - - - - 3 1,001
050225€ Climax Mine (Climax) - - 1 - - 3 3,68¢

Freepor-McMoRan Cobre Mining Company
290072& Open Pit & Continental Surf Con 1 - - - - $ 127
2900731 Continental Mill Comple> 3 - - - - 3 30(
020165€ Copper Queen Branc 3 - - - - 3 30(
020257¢ Cyprus Tohono Corporatic - = = = - 3 =
0203262 Twin Buttes Mine 7 - - - - $ 60(
290239¢E Chieftain 2100 Screening Ple - - - - - 3 ]
0203254 Warrior 1800 Screening Pla 1 - - - - 3 10C

Year Ended December 31, 201
Section Section Section Section Section Proposed

Mine ID ) Mine or Operation Name 104(a) 104(b) 104(d) 110(b)(2) 107(a) Assessment @
0200137 Freepor-McMoRan Bagdad Inc. (Bagda 15€ - - - - 3 68,68!

Freepor-McMoRan Chino Mines Company (Chinc
290070¢ Chino Mines Co Min¢ 2 - - = - 3 20C
2900762 SX-EW 16 - - - - $ 2,107
2901882 Ivanhoe Concentratc 16 = = = - 3 13,35!
0200112 Freepor-McMoRan Miami Inc (Miami) 27 - - - - 3 8,80¢
0200024 Freepor-McMoRan Morenci Inc (Morenci 18€ - 2 - - 3 220,42:
0203131 Freepor-McMoRan Safford Inc (Safforc 45 - - - - $ 8,12¢
0200144 Freepor-McMoRan Sierrita Inc (Sierrite 152 - - = - 3 200,38¢
290015¢ Tyrone Mine (Tyrone 26 - - - - 3 6,13¢
050079C (Henderson Operations (Henders 71 - - = - $ 50,49!
050225€ Climax Mine (Climax) 3 - 1 - - $ 4,68¢

Freepor-McMoRan Cobre Mining Company
290072E Open Pit & Continental Surf Con 2 - - - - 3 221
2900731 Continental Mill Comple» e - - = - $ 30C
020165€ Copper Queen Branc 6 - - - - $ 65(
020257¢ Cyprus Tohono Corporatic 1 - - = - 3 10¢
0203262 Twin Buttes Mine 8 - - - - 3 70C
290239¢E Chieftain 2100 Screening Ple 1 - - - - 3 ]
0203254 Warrior 1800 Screening Pla 2 - - - - $ 20C

(1) MSHA assigns an identification number to each noineperation and may or may not assign separatgifidation numbers to related facilitie

(2) Amounts represent the total dollar value of progasgsessments received on or before February 11, & citations or orders issued by MSHA durihg three months and year ended Dece
31, 2010. Of these amounts, FCX is contesting $826e proposed assessments that relate to the nwaths ended December 31, 2010, and $178,252 @iroposed assessments that relate
the year ended December 31, 2010 (ref¢Pending Legal Actior” below for further discussion of the process by Wtaacitation, order or penalty received from MSHAybe challenged

Outstanding Proposed Assessmemits December 31, 2010, the cumulative total oballstanding proposed assessments was $404,14€e @ahmunts do not necessarijate to the citations or orde
issued by MSHA during the three months or year dridlecember 31, 2010, or to the pending legal astieported below.

Pending Legal ActionsThe Federal Mine Safety and Health Review Commisétite Commission) is an independent adjudicatgenay established by the Mine Act that provides iadrative trial
and appellate review of legal disputes arising uttlde Mine Act. These cases may involve, amongraibestions, challenges by operators to citatiorders and penalties they have received from
MSHA, or complaints of discrimination by




miners under section 105 of the Mine Act. The fwileg provides additional information of the typesooceedings that may be brought before the Cosionis

« Contest Proceedings — A contest proceeding maildabwiith the Commission by an operator to chalketize issuance of a citation or order issued by MSH

Civil Penalty Proceedings A civil penalty proceeding may be filed with the r@mission by an operator to challenge a civil pgnRIEHA has proposed for a violation contained icitation o
order.

Discrimination Proceedin¢- A discrimination proceeding involves a mi’'s allegation that he or she has suffered adverpédogment action because he or she engaged intyqgpirotected unde
the Mine Act, such as making a safety comple

« Temporary Reinstatement Proceedings — A tempogangtatement proceeding involves cases in whicinamhas filed a complaint with MSHA stating th&t @r she has suffered discrimination
and the miner has lost his or her positi

« Compensation Proceedin- A compensation proceeding may be filed with the @ussion by miners entitled to compensation wherireens closed by certain closure orders issued ByM.
The purpose of the proceeding is to determine theuat of compensation, if any, due to miners idigdhe orders

At December 31, 2010, there were 19 pending legtidres before the Commission that related to maitestituted during fourth-quarter 2010, and 138dieg legal actions before the Commission
related to matters instituted during the year 201 following table provides further informatioftbe pending legal actions before the Commisstdbexrember 31, 2010, all of which were initiated
by us. All of these pending legal actions are csinte civil penalty proceedings. These matters westtuted during 2010, but do not necessarilgteeto the violations, citations, orders or propose
assessments issued by MSHA during the year endeeniizer 31, 2010, that have been presented in theeahables.

Date Mine Act
Mine ID ) Mine or Operation Name Instituted Section®
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad In¢ 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad In¢ 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad In¢ 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad In¢ 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad In¢ 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 6/23/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 8/9/2010 104(a)
0200137 Freepor-McMoRan Bagdad Inc 9/2/2010 104(a)
0200137 Freepor-McMoRan Bagdad In¢ 9/2/2010 104(a)
0200137 Freepor-McMoRan Bagdad Inc 9/2/2010 104(a)
0200137 Freepor-McMoRan Bagdad Inc 9/2/2010 104(a)
0200137 Freepor-McMoRan Bagdad Inc 9/2/2010 104(a)
0200137 Freepor-McMoRan Bagdad Inc 9/2/2010 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)

0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)




Date Mine Act
Mine ID () Mine or Operation Name Instituted Section®)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad In¢ 11/30/201C 104(a)
0200137 Freepor-McMoRan Bagdad Inc 11/30/201C 104(a)
2900762 Freepor-McMoRan Chino Mines Compar 5/5/2010 104(a)
2900762 Freepor-McMoRan Chino Mines Compar 5/6/2010 104(a)
2900762 Freepor-McMoRan Chino Mines Compar 5/7/2010 104(a)
020011z Freepor-McMoRan Miami Inc. 9/2/2010 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002& Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/17/201C 104(a)
020002E Freepor-McMoRan Morenci Inc 5/24/201C 104(d)(1)
020002& Freepor-McMoRan Morenci Inc 5/24/201C 104(d)(1)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7112/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7112/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/12/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)




Date Mine Act

Mine ID () Mine or Operation Name Instituted Section®)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
0200144 Freepor-McMoRan Sierrita Inc 7/30/201C 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 3/9/2010 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 11/19/201C 104(a)
290015¢ Freepor-McMoRan Tyrone Inc 11/19/201C 104(a)
050079C Henderson Operatiol 5/11/201C 104(a)
050079C Henderson Operatiol 6/7/2010 104(a)
050079C Henderson Operatior 6/28/201C 104(a)
050079C Henderson Operatior 6/28/201C 104(a)
050079C Henderson Operatiol 6/28/201C 104(a)
050079C Henderson Operatiol 6/28/201C 104(a)
020257¢ Cyprus Tohono Corporatic 11/15/201C 104(a)

(1) MSHA assigns an identification number to each nineperation and may or may not assign separatgifidation numbers to related facilitie
(2) Represents the date a docket number was assigiieel pooceeding

(3) Represents the category of violation, order otticitaunderlying the pending legal action. Refe“Mine Safety Dat” for further discussion of these references, whiescdbe the categories
violations, orders or citations issued by MSHA untthe Mine Act.







