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

All of our periodic report filings with the Secue$s and Exchange Commission (SEC) pursuant toddet8(a) or 15(d) of the Securiti
Exchange Act of 1934, as amended, are availatde, df charge, through our web site, www.fcx.coeluifing our annual reports on For

10-K, quarterly reports on Form 10-Q, current refmon Form 8-K and any amendments to those repbhsse reports and amendments are
available through our web site as soon as reasgnphdcticable after we electronically file or fushi such material to the SEC. References to
“Notes” are Notes in our “Notes to Consolidated Bimcial Statementsihcluded in our 2005 Annual Report incorporateddiprby referenc
(see “ltem 8. Financial Statements and SupplemgriZata”).

General

Through our majority-owned subsidiary, PT Freepadbnesia, we have one of the world’s largest coppd gold mining and production
operations in terms of reserves and productionavéealso one of the lowest-cost copper producdiseinvorld, after taking into account
credits for related gold and silver production. @tincipal asset is the Grasberg minerals distvite. discovered the largest ore body in the
district, Grasberg, in 1988. Based on available-gea 2004 reserve data, the Grasberg mineralictlisbntains the largest single copper
reserve and the largest single gold reserve ofi@ng in the world.

Our principal operating subsidiary is PT Freepnddnesia, a limited liability company organized enthe laws of the Republic of Indonesia
and incorporated in Delaware. We own approxima®@ly4 percent of PT Freeport Indonesia, and thee@owent of Indonesia owns the
remaining approximate 9.36 percent. PT Freepoxnedia mines, processes and explores for ore oamgagopper, gold and silver. It
operates in the remote highlands of the Sudirmaarit®n Range in the province of Papua, Indonediécinis on the western half of the
island of New Guinea. PT Freeport Indonesia mariketsoncentrates containing copper, gold and sikaldwide.

PT Freeport Indonesia conducts its operations jamtsio an agreement, called a Contract of Worly #ie Government of Indonesia (see
“Contracts of Work”). The Contract of Work allows to conduct extensive mining, production and evgtion activities in a 24,708ere are:
that we call Block A, which contains the Grasbetigaemals district, and governs our rights and oblages relating to taxes, exchange controls,
royalties, repatriation and other matters. The €mttof Work also allows us to explore for minerialgn approximately 500,000-acre area
that we call Block B. Exploration activities in Blo B have been suspended in recent years, but mi&ae to assess the possible timing for
the resumption of those activities. The term of Gontract of Work expires in 2021, but we can edatirior two 10-year periods subject to
Indonesian government approval, which cannot beheid or delayed unreasonably.

Another of our operating subsidiaries, PT Irja EastMinerals, which we refer to as Eastern Mineraddds an additional Contract of Work
Papua covering approximately 1.2 million acrest&asMinerals conducts exploration activities, whiave been suspended in recent years,
under this Contract of Work (see “Contracts of WhrkVe continue to assess the possible timingherresumption of exploration activities

in Eastern Minerals’ exploration area. We have @ d€rcent ownership interest in Eastern Minerals.

In 1996, we established joint ventures with Riot@iplc, which is an international mining companyhwheadquarters in London, England.
Rio Tinto conducts mining operations in North AneeriSouth America, Asia, Australia, Europe and lseurt Africa. One of our joint
ventures with Rio Tinto covers PT Freeport Indoaésimining operations in Block A. This joint vendugives Rio Tinto, through 2021, a 40
percent interest in certain assets and in produetimve specified levels from operations in Blockl, after 2021, a 40 percent interest il
production in Block A. Under our joint venture argeements, Rio Tinto also has a 40 percent inténd3T Freeport Indonesia 's Contract of
Work and Eastern Minerals ' Contract of Work. Irdain, Rio Tinto has the option to participatedid percent of any of our other future
exploration projects in Papua. To date, Rio Tirds blected to participate in all exploration priggemcluding PT Nabire Bakti Mining.

Under a joint venture agreement through PT NabaktiBVining, we conduct exploration activities, whihave been suspended in recent
years (se“Contracts of Work”), in an area covering approxigia 500,000 acres in five parcels contiguous td#P3eport Indonesia 's Block
B and one of Eastern Minerals ' blocks. We contitiuassess the possible timing for the resumpti@xploration activities in PT Nabire
Bakti Mining ’s exploration area.
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At December 31, 2005, PT Freeport Indonesia’s sbpeoven and probable recoverable reserves tb#0e3 billion pounds of copper and
43.9 million ounces of gold, all of which are loedtin Block A. Our approximate 90.64 percent eqsitgre of these proven and probable
recoverable reserves totaled 36.5 billion poundsopper and 39.8 million ounces of gold (see “Oesdves”). In this annual report, we refer
to (1) aggregate reserves, which means all reséovéise operations we manage, (2) PT Freeportriedia’s share of reserves, which means
the reserves net of Rio Tinto’s interest underjoint venture arrangements and which are the resaeported as those of our operations in
our consolidated financial statements and (3) quitg share of reserves, which is net of the 9.8&ent of PT Freeport Indoneisa owned

by the Government of Indonesia.

In July 2003, we acquired the 85.7 percent ownpristierest in PT Puncakjaya Power owned by aféifaif Duke Energy Corporation.
Puncakjaya Power is the owner of assets supplyimgpto PT Freeport Indonesia’s operations, incigdhe 3x65 megawatt cofited powel
facilities (see “Infrastructure”).

We also smelt and refine copper concentrates im3pal market the refined copper products throughadholly owned subsidiary, Atlantic
Copper, S.A. In addition, PT Freeport Indonesia&a$ percent interest in PT Smelting, an Indomestanpany that operates a copper
smelter and refinery in Gresik, Indonesia. Theseltrs play an important role in our concentratekaiing strategy, as approximately one-
half of PT Freeport Indonesia 's concentrate préidachas been sold to Atlantic Copper and PT Smglbiver the last several years (see
“Investment in Smelters”).

The diagram below shows our corporate structure.

Freeport-MeMoRan Copper & Gold Inc. (FCX)

QLG % R5.7% 1005 1005 161018

m—
FT Freeport PT Puncakjaya FT Irja Atlantic FM Services
Indonesia Power Eastern Minerals Copper Compa ﬂ:fh:l

25%

PT Smelting

(a) FM Services Company, a Delaware corporatiooyiges us and two other publicly-traded companiils executive, administrative,
financial, accounting, legal, tax and similar sees.

The following four maps indicate

- the distance from the Grasberg minerals distni®apua to Bali (approximately 1,500 miles) amdakarta (approximately 2,000
miles);

- the location of the Papua province in whichoperate;
- the location of our Contracts of Work areashimtthe Papua province; and

- the infrastructure of our Contract of Work ey area.
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Contracts of Work

Through Contracts of Work with the Government afdnesia, PT Freeport Indonesia and Eastern Mineoaiduct their current exploration
operations and PT Freeport Indonesia conductsiitsignoperations in Indonesia. Both Contracts ofrkMgovern our rights and obligations
relating to taxes, exchange controls, royaltigsatgation and other matters. Both Contracts of KMeere concluded pursuant to the 1967
Foreign Capital Investment Law, which expressesmhedia 's foreign investment policy and providesibguarantees of remittance rights
and protection against nationalization, a framewforkeconomic incentives and basic rules regardihgr rights and obligations of foreign
investors. Specifically, the Contracts of Work pd®/that the Government of Indonesia will not nadilive or expropriate PT Freeport
Indonesia 's or Eastern Minerals’ mining operatiohsy disputes regarding the provisions of the Caxis of Work are subject to
international arbitration. We have experienced isputes requiring arbitration during the 38 yeaeshave operated in Indonesia.

PT Freeport Indonesia 's Contract of Work coverthtiglock A, which was first included in a 1967 Craut of Work that was replaced by a
new Contract of Work in 1991, and Block B, to whigh gained rights in 1991. The initial term of @ontract of Work expires in December
2021, but we can extend it for two 10-year perisulgject to Indonesian government approval, whigthoabe withheld or delayed
unreasonably. We originally had the rights to erpl.5 million acres in Block B, but pursuant te thontract of Work we have only retained
the rights to approximately 500,000 acres followsignificant geological assessment.

Eastern Minerals signed its Contract of Work in Asig1994. The Contract of Work originally covergupeoximately 2.5 million acres.
Eastern Minerals' Contract of Work provides foparfto-seven year exploratory term and a 30-yaan fer mining operations. Subject to
Indonesian government approval, which cannot beheid or delayed unreasonably, we can extend #risghfor two 10-year periods.
Eastern Minerals’ Contract of Work requires usetinquish our rights to 25 percent of the origigd-million-acre Contract of Work area at
the end of each of three specified periods. Asedddnber 31, 2005, we had relinquished approximat8lynillion acres and must relinquish
an additional 0.6 million acres at the end of tire¢-year exploration period (currently in suspemgiwhich can be extended by the
Government of Indonesia for as many as two additigaars.

We suspended our exploration activities outsidBlotk A in recent years because of safety and #gdesues and regulatory uncertainty
relating to a possible conflict between our minamgl exploration rights in certain forest areas améhdonesian Forestry law enacted in 1999
prohibiting open-pit mining in forest preservatiareas. In 2001, we requested and received fror@tvernment of Indonesia formal
temporary suspensions of our obligations undeCiratracts of Work in all areas outside Block A. Terent suspensions were granted for
one-year periods ending February 26, 2006, for IBBicMarch 31, 2006, for PT Nabire Bakti Mining;caNovember 15, 2006, for Eastern
Minerals. We have requested additional one-yegrensons for Block B and PT Nabire Bakti Mininged@nt Indonesian legislation permits
open-pit mining in PT Freeport Indonesia 's Blocki®a, subject to certain requirements. We contioassess these requirements and
security issues. The timing for our resumption>gfleration activities in our Contract of Work areagside Block A depends on the
resolution of these matters.

PT Freeport Indonesia pays a copper royalty urideZantact of Work that varies from 1.5 percent@bper net revenue at a copper price of
$0.90 or less per pound to 3.5 percent at a cqmper of $1.10 or more per pound. The Contract afk\foyalty rate for gold and silver sales
is 1.0 percent.

A large part of the mineral royalties under Goveentrof Indonesia regulations are designated tptboeinces from which the minerals are
extracted. In connection with our “fourth concetdranmill expansion,” PT Freeport Indonesia agreeday the Government of Indonesia
additional royalties (royalties not required by @ontract of Work) to provide further support te tbcal governments and the people of
Papua. PT Freeport Indonesia pays the additiogalties on metal from production above 200,000 imétns of ore per day. The additional
royalty for copper equals the Contract of Work Hoyaate and for gold and silver equals twice ttent€act of Work royalty rates. Therefore,
our royalty rate on copper net revenues from prodn@bove 200,000 metric tons of ore per day isotlothe Contract of Work royalty rate,
and our royalty rates on gold and silver sales fppaduction above 200,000 metric tons of ore pgrata triple the Contract of Work royalty
rates.

PT Freeport Indonesia 's share of the combinedltiegaincluding the additional royalties which bete effective January 1, 1999, totaled
$103.7 million in 2005, $43.5 million in 2004 and@a$5 million in 2003.
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Republic of Indonesia

General.The Republic of Indonesia consists of more thafd jslands stretching 3,000 miles along the equatm Malaysia to Australia
and is the fourth most populous nation in the warith over 240 million people. Following many yeafsDutch colonial rule, Indonesia
gained independence in 1945 and now has a pre&tegublic system of government.

Our mining complex was Indonesia 's first coppenimg project and was the first major foreign invesnt in Indonesia following the
economic development program instituted by the tredtan government in 1967. We work closely withaéastral, provincial and local
governments in development efforts in the areeosunging our operations. We have had positive @tativith the Indonesian government
since we commenced business activities in Indone<if67, and we intend to continue to maintaintpasworking relationships with the
central, provincial and local branches of the Iredan government.

Political Developmentsin May 1998, President Suharto, Indonesia 's malitieader for more than 30 years, resigned imthiee of an
economic crisis in Indonesia and other parts oftlsgast Asia and in the face of growing social uniige President B.J. Habibie succeeded
Suharto. In June 1999, Indonesia held a new pagldany election on a generally peaceful basis editst step in the process of electing a
new president. In October 1999, in accordance thithndonesian constitution, the country s highpsitical institution (the People ’s
Consultative Assembly), composed of the newly eléctational parliament along with additional prai@h and other representatives, elected
Abdurrahman Wahid as president and Megawati Sularnicas vice president in the national's firsedirpersidential election.

There were repeated challenges to the politicaldeship of President Wahid after his election ingBer 1999. In July 2001, the People 's
Consultative Assembly voted to remove Presidentid/aind elected Vice President Megawati Sukarnopstpresident. In October 2004,
Susilo Bambang Yudhoyono was elected as presidehtination's first direct persidential election.

Other Developments.n February 2006, a group of illegal gold panr@rgaged in conflict with Indonesian police andm&eport Indonesia
security personnel when they were requested t®laavarea near our milling facilities. Following timcident, the illegal panners blocked the
road leading to the Grasberg mine and mill in béad we temporarily suspended mining and miltipgrations as a precautionary measure.
The panners also vandalized some of our light yehiand offices near this area, causing approxisn&temillion in damages. Our port
facilities continued to operate during the disraptand concentrate shipments were not affectedp@heers, mostly Papuans from outside
our area of operations, presented a list of aspirat primarily relating to their desire to shamghe benefits of our existing initiatives and
programs provided for the Papuans who are thetimadi residents of our operations area. Mining anilling operations resumed after an
approximate fouday outage. During the incident at our mine and, pibtestors in Jakarta vandalized the entraram Bf the office building
housing our Indonesian headquarters and stagededay rally outside the building. The Indonesian polhandled this matter, which did
disrupt our administrative functions or damage ahgur facilities.

On August 31, 2002, three people were killed andth&rs were wounded in an ambush by a group ofemtified assailants. The assailants
shot at several vehicles transporting internatiaoatract teachers from PT Freeport Indonesialisaicin Tembagapura, their family
members, and other contractors to PT Freeport kslaron the road near Tembagapura, the mining vavare the majority of PT Freeport
Indonesia 's personnel reside. Indonesian autkerénd the United States Federal Bureau of Invagiiy (FBI) investigated the incident,
which resulted in the U.S. indictment of an allegeérational commander in the Free Papua Movematitihal Freedom Force. In January
2006, Indonesian Police arrested this individua ah other Papuans.

On October 12, 2002, a bombing killed 202 peoplih@lindonesian province of Bali, which is 1,500amiwest of our mining and milling
operations. Indonesian authorities arrested 35Ipanonnection with this bombing and 29 of thaseested have been tried and convicted.
On August 5, 2003, 12 people were killed and o€y dthers were injured by a car bomb detonateddmits the JW Marriott Hotel in
Jakarta, Indonesia. On September 9, 2004, 11 pagpiekilled and over 200 others injured by a aanb detonated in front of the Australi
embassy. On October 1, 2005, three suicide bonkilkrd 19 people and wounded over 100 others in. Batlernational terrorist organizatio
are suspected in each of these incidents. In Noge(®05, Indonesian Police raided a house in Bast that resulted in the death of other
accused terrorists linked to these bombings. Ouaingiand milling operations were not interruptedibgse incidents, but our corporate
offices in Jakarta sustained damages and relofategveral months as a result of the Septembet Boénhbing.
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The Government of Indonesia, which provides segtoit PT Freeport Indonesia 's personnel and opmrat(see “Security Matters”), has
expressed a strong commitment to protect natusalurees businesses operating in Indonesia, ingudiinFreeport Indonesia, with
heightened security following the incidents diseusabove.

Economic and Social ConditiorThe Indonesian economy grew by an estimated 6 peirt@005 and 5 percent in 2004. The Indonesian
currency, the rupiah, averaged approximately 9rap@ah to one United States (U.S.) dollar durin@2@and closed at 9,825 rupiah to one
U.S. dollar on December 30, 2005, compared wit@@s2ipiah to one U.S. dollar on December 31, 2004.

Despite gradual improvements on the economic flodipnesia 's recovery remains vulnerable to ong@ialitical and social tensions.
Incidents of violence and separatist pressuresragnto occur. Pro-independence movements haveqreeminent in certain areas, especially
in the province of Aceh, and to a lesser extefdpua. In 2005, the Government of Indonesia anétbe Aceh Movement reached a peace
agreement which included the withdrawal of 24,00tany troops from Aceh. Subsequently, the U&stored full relations with the
Indonesian military after a 14-year moratorium tiyavecause of the successes by the Governmentofksia in fighting terrorism and in
reaching a peaceful agreement in Aceh.

The area surrounding our mining development issghaipopulated by indigenous people and formedesds of other areas of Indonesia,
some of whom have resettled in Papua under ther@ment of Indonesia 's transmigration program. greent of the local population is
opposing Indonesian rule over Papua, and sevaratatst groups have sought political independdoicthe province. In addition to the
August 31, 2002, shooting incident, there have Ispemadic attacks on civilians by separatists gdaglic but highly publicized conflicts
between separatists and the Indonesian militaBajpua.

In 2001, new autonomy laws became effective in hedia. The laws were intended to shift a greataresbf revenues and greater control of
economic, regulatory and social affairs to Indoa'ss1 provinces and over 300 regencies. The cegakedrnment and the provinces contil
to consider the implementation and administratibthese new responsibilities.

Our Contracts of Work and the Government of Ind@nd$he Indonesian government has repeatedly assuredtors that existing contracts
would be honored. In our 38 years of operatinghoiohesia, the Indonesian government has alwaysédiiis commitments to us. Our belief
that our Contracts of Work will continue to be hogabis further supported by U.S. laws, which prahibS. aid to countries that nationalize
property owned by, or take steps to nullify a cacotmwith, a U.S. citizen or company at least 5&@et owned by U.S. citizens if the foreign
country does not within a reasonable time take @pyate steps to provide full value compensationtber relief under international law.

In July 2004, we received a request from the IndmmeDepartment of Energy and Mineral Resourceswbaffer to sell shares in PT
Indocopper Investama to Indonesian nationals atfarket value. PT Indocopper Investama, which welly own, has an approximate 9.36
percent ownership interest in PT Freeport Indonésieesponse to this request and in view of thiemttal benefits of having additional
Indonesian ownership in our operations, we haveejto consider a potential sale of an intereBfTlinndocopper Investama at fair market
value. Neither our Contract of Work nor Indonedmm requires us to divest any portion of our owhgrdnterest in PT Freeport Indonesia or
PT Indocopper Investama. We have received no offersur ownership interest.

Our Investment in Indonesia and PapM#e have a board-approved policy on social, emplayraad human rights, and have comprehensive
and extensive social, cultural and community dgslent programs, to which we have committed sigaiftdinancial and managerial
resources. See “Social Development, Employmenthmdan Rights.” These policies and programs aregdesli to address the impact of our
operations on the local villages and people armgtdégide assistance for the development of the Ipeable. While we believe these

efforts serve to avoid damage to and disruptiorsuofoperations, our operations could be adveisibcted by social, economic and political
forces beyond our control.

PT Freeport Indonesia contributes to the econoofi®apua and the Republic of Indonesia througtptyenent of taxes, dividends and
royalties; economic development programs; infrastme development; employment and the purchasecaf nd national goods. PT Free|
Indonesia has frequently been one of the larg&patgers in the Republic of Indonesia. In additibpays royalties on all minerals removed
from the ground. Royalty payments are based ondhemes and prices of minerals sold in accordaritie te terms of PT Freeport
Indonesia’s Contract of Work, as discussed above.
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Since it began development activities more thage?s's ago, PT Freeport Indonesia has made sigmificgestments in infrastructure both
its use and for use by the Papuan public. Thesasimficture improvements include medical facilitregds, an airport and heliports, schools,
housing, community buildings and places of worship.

PT Freeport Indonesia is also one of the largegaie employers in Indonesia and by far the largeBtapua. As of December 31, 2005, PT
Freeport Indonesia directly employed 8,044 pecguhet 6,225 contract workers provided services td-fEEport Indonesia. In addition, 4,475
persons worked for privatized companies providiewyises within PT Freeport Indonesia 's operatiaresa.

Besides the estimated $3.9 billion in direct besdfiom taxes, royalties, dividends and fees payabthe Indonesian government under the
Contract of Work from 1992 through 2005, PT Fre¢pmdonesia’s operations have provided anotherGtillion during this period in
indirect benefits to Papua and the Republic of hadia in the form of wages and benefits paid taexs, purchases of goods and services,
charitable contributions and reinvestments in of@na. For 2005, direct benefits totaled approxeha$l.2 million and indirect benefits
totaled approximately $736 million.

Ore Reserves

During 2005, net additions and revisions to theregate proven and probable reserves of the Grasinergther Block A ore bodies in the
Grasberg minerals district totaled approximatelg &8llion metric tons of ore representing increasg?.1 billion recoverable pounds of
copper, 0.4 million recoverable ounces of gold &Rd. million recoverable ounces of silver. The &idds were primarily the result of positi
drilling results at the Mill Level Zone and DeeplMievel Zone deposits, a 345-million-metric-tongplex with average ore grades of 1.06
percent copper and 0.83 grams per metric ton@¢gbpld, and at the Grasberg underground extertsitime Kucing Liar deposit, a 579-
million-metric-ton complex with average ore gradé4.20 percent copper and 1.06 g/t of gold. Cotmpieof a successful feasibility study at
Big Gossan also contributed to these gains. Yedraggregate proven and probable recoverable resereeof 2005 production, were 2.8
billion metric tons of ore averaging 1.07 percempper, 0.92 g/t of gold and 4.02 g/t of silver eemting 56.6 billion pounds of copper, 58.0
million ounces of gold and 180.8 million ouncessii¥er. Our aggregate exploration budget for 2006uding Rio Tinto 's share, is expected
to total approximately $15 million ($10 million faur share) with most of the efforts focused orepbéal extensions of the Grasberg
underground and Kucing Liar mine complex, and ngstiownward extensions of the previously minedlieng deposit. We continue to ast
the timing of resumption of suspended exploratictiviies in areas outside the existing producingpaof the Grasberg minerals district.

Pursuant to joint venture arrangements betweenrBapert Indonesia and Rio Tinto, Rio Tinto has gdftent interest in production from
reserves above those reported at December 31, l@94f Rio Tinto s share, PT Freeport Indonesiahare of proven and probable
recoverable reserves as of December 31, 2005, Wadb#lion pounds of copper, 43.9 million ouncégold and 127.0 million ounces of
silver. FCX ’s equity interest in proven and proleatecoverable reserves as of December 31, 20653:& billion pounds of copper, 39.8
million ounces of gold and 115.1 million ouncessitver. We estimated recoverable reserves usirappear price of $0.90 per pound and a
gold price of $350 per ounce. If metal prices wapisted to the approximate average London spo¢pfor the past three years, i.e., copper
prices adjusted from $0.90 per pound to $1.26 pang and gold prices adjusted from $350 per oun&06 per ounce, the resulting
additional proven and probable reserves would eanhterial to our reported reserves.

All of our proven and probable recoverable reseleewithin Block A. Aggregate Grasberg open pittamderground proven and probable
recoverable ore reserves as of December 31, 2895Shawn below along with those of our other degoSleserve calculations were prepared
by our employees under the supervision of Georg®l&xDonald, our Vice President of Exploration, avete reviewed and verified by
Independent Mining Consultants, Inc., experts ining, geology and reserve determination. See “Resttors.” We developed our current
mine plan based on completing the mining of abbwf currently designated recoverable reserves befar end of 2041, which would be the
expiration of our Contract of Work including thedw0-year extensions discussed above. Prior texpeation of the initial term of our
Contract of Work in December 2021, under our curneime plan we expect to mine approximately 44 eerof aggregate proven and
probable ore, representing approximately 52 percERT Freeport Indonesia ’s share of recoverabjgper reserves and approximately 65
percent of PT Freeport Indonesia 's share of re@dle gold reserves.
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Proven Probable Total
Metric Tons Average Ore Grade Metric Tons Average Ore Grade Metric Tons
of Ore (000s - of Ore (000s - _
. Copper Gold Silver N Copper Gold Silver  of Ore (000s?
(%) (9/t) (9/t) (%) (9/t) (9/t)
Developed and producing:
Grasberg open pit 193,24! 1.0¢ 1.31 2.417 4448 1.0¢ 1.1¢€ 2.5¢ 638,08«
Deep Ore Zone 82,20: 0.9z 0.6z 4,91 80,69" 0.8t 0.5¢ 4.9z 162,89¢
Undeveloped:
Grasberg block cave 164,90« 1.0¢ 0.9¢ 2.8¢ 686,96¢ 0.9t 0.6¢ 2.9¢ 851,87:
Kucing Liar 183,54! 1.3t 1.0t 4.7t 395,57¢ 1.12 1.07 5.7C 579,12
Deep Mill Level Zone 52,75¢ 1.2¢ 0.9¢ 6.4¢ 196,53! 1.11 0.8t 5.4z 249,29:
Ertsberg Stockwork
Zone 36,65¢ 0.5C 0.8t 1.7¢ 110,11: 0.5C 0.8¢ 1.7¢ 146,76¢
Mill Level Zone 47,39¢ 0.9¢ 0.7t 4.2C 48,64 0.7 0.6¢€ 3.01 96,04
Big Gossan 9,04( 2.4¢ 114  13.4C 43,69¢ 2.2¢ 1.0¢  15.0¢ 52,73¢
Dom open pit 5,75: 2.07 0.4z 12.7¢ 17,89° 2.01 0.4z 11.9: 23,65(
Dom block cave 7,201 1.4z 0.3¢ 9.31 14,82( 1.34 0.3¢ 8.5¢ 22,02;
Total ____rs270 115 101 39203978 10z 08¢ 404282248

Proven and Probable

Mill Recoveries (%) Recoverable ReservP
Copper Gold Silver Copper Gold Silver
(Billions of  (Millions of (Millions of
Lbs.) 0zs.) 0zs.)
Developed and producing:
Grasberg open pit 89.¢ 86.t 58.¢€ 13.c 20.¢ 23.7
Deep Ore Zone 86.2 76.5 66.2 2.€ 2.2 13.1
Undeveloped:
Grasberg block cave 87.¢ 68.t 69.4 15.€ 13.t 43.C
Kucing Liar 89.C 49.t 49.7 13.2 9.t 38.4
Deep Mill Level Zone 89.¢ 80.7 82.2 5.4 5.k 28.€
Ertsberg Stockwork Zone 88.:2 78.7 86.1 1.4 3.1 5.5
Mill Level Zone 88.C 79.1 82.4 1t 1.7 7.C
Big Gossan 94.7 69.4 82.¢ 2.5 1.2 15.¢
Dom open pit 62.2 63.¢ 46.€ 0.€ 0.2 3.3
Dom block cave 84.1 63.¢ 46.€ 0.5 0.2 2.3
Total 88.E 71.2 64.5 56.€ 58.( 180.¢
PT Freeport Indonesia ’s share 40. 43.¢ 127.C
FCX’s equity share 36.5 39.€ 115.

a. Ore reserve tonnage estimates are after afipticaf applicable mining recovery factors.

b. Proven and probable recoverable reserves represttmated metal quantities from which we expedtd@aid after application of
estimated mill recovery rates and smelter recovatgs of 96.5 percent for copper, 97.0 percengédal and 76.9 percent for silver. The
term “recoverable reserve” means that part of eenaindeposit which we estimate can be economicailtylegally extracted or produced
at the time of the reserve determination.

In defining its open-pit reserves, PT Freeport mekia applies an “economic cutoff grade” stratddne objective of this strategy is to
maximize the net present value of its operatiofisFReeport Indonesia uses a break-even cutoff gadefine the insitu reserves for its
underground ore bodies. The brealen cutoff grade is defined for a metric ton af as that equivalent copper grade, once produatdad.
that generates sufficient revenue to cover all @iy and administrative costs associated witprdgluction.



Our reserve estimates are based on the latesahlageological and geotechnical studies. We cammhgoing studies of our ore bodies to

optimize economic values and to manage risk. Wiseeaur mine plans and estimates of proven andatebmineral reserves as required in
accordance with the latest available studies.

PT Freeport Indonesia’s ores contain three commalgraecoverable metals; copper, gold and silvee. W&lue all three metals in terms of a
copper equivalent percentage to determine a shrglek-even cutoff grade. Copper equivalent pergentaused to express the relative value
of multi-metal ores in terms of one metal. The akltion expresses the relative value of the oregusstimates of contained metal quantities,
metals prices as used for reserve
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determination, recovery rates, treatment chargds@ayalties. The table below shows the break-ewoftgrade, expressed as a copper
equivalent percentage, for each of our existingbmdies as of December 31, 2005.

Copper Equivalent

Ore Body Cutoff Grade

Grasherg open pit 0.65%
Deep Ore Zone 0.73%
Grasberg block cave 0.70%
Kucing Liar 0.88%
Mill Level Zone 0.80%
Deep Mill Level Zone 0.83%
Ertsberg Stockwork Zone 0.78%
Dom block cave 1.00%
Big Gossan 1.63%
Dom open pit 1.14%

Average 0.77%

The following table sets forth the average drillehspacing for each of our ore bodies. Drill hgdasng data are used by mining
professionals, such as mining engineers, in deténgpithe suitability of data coverage (on a relatbasis) in a given deposit type and mining
method scenario so as to achieve a given levaedfidence in the resource estimate. Drill hole smas only one of several criteria
necessary to establish resource classificatioflii@riprograms are typically designed to achieveptimum sample spacing to support the
level of confidence in results that apply to a jgatar stage of development of a mineral deposki. &&lculate the average drill hole spacing
within each ore body using the distance from theereof each block in the resource model to theewalrill hole composite. We then
calculate the averages of these values within tihenve of each ore body and reported them undecdghenn entitled “Average Distance: To
Nearest Sampl” This value represents at least one-half of therage drill hole spacing within each deposit. Wewdate the value under the
column entitled “Average Distance: Between Drillley by multiplying the average minimum distancéuesby two, and this value
represents the maximum average drill hole spacing.

Spacing Average Distance
(in meters) (in meters)

Surface Underground Between

Drilling (& Surface) Drilling To Nearest Drill Holes

Deposit Mining Unit Grids Drill Fans Method Sample (less than)
Grasberg Open Pit 83 73 Core 39 79
Deep Ore Zone Block Cave - 50 Core 27 54
Grasberg Block Cave - 94 Core 44 89
Kucing Liar Block Cave - 81 Core 39 78
Mill Level Zone Block Cave - 50 Core 28 56
Deep Mill Level Zone Block Cave - 91 Core 44 88
Ertsberg Stockwork Zone Block Cave 100 55 Core 29 58
Dom Block Cave - 50 Core 43 86
Big Gossan Open Stope 100 62 Core 20 39
Dom Open Pit - 50 Core 35 71

Mining Operations - Mines in Production

We and our predecessors have conducted explomatidmining operations in Block A since 1967 andehlbagen the only operator of these
operations. We currently have two mines in operatibe Grasberg open pit and the Deep Ore Zone.

Grasberg Open Pit. We began open-pit mining of the Grasberg ore bad}990. Operpit operations are expected to continue until 28
which time the Grasberg underground mining openatare scheduled to begin.
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Production is currently at the 3,385- to 4,060-metevation level and totaled 60.3 million metionis of ore in 2005 and 48.9 million metric
tons of ore in 2004, which provided 81 percentwf 2005 mill feed and 76 percent of our 2004 naéd. Our open-pit mining rate, including
ore and overburden, totaled 691,600 metric tonslpgiin 2005 and 592,700 metric tons per day iM2@Gnual production rates are expe!
to range between 650,000 metric tons per day aB@®@b metric tons per day through 2010 and thetirdethrough 2015. The Grasberg
open pit is fully developed and we expect to inouly maintenance capital costs with respect td3resberg open pit during its remaining
life.

The current Grasberg equipment fleet consists ef 800 pieces of equipment. As of December 31, 20@5larger mining equipment direc
associated with production of the Grasberg opempitides 164 haul trucks with payloads rangingfrpproximately 70 metric tons to 330
metric tons, 18 shovels with bucket sizes rangingnfl5 cubic meters to 42 cubic meters and 62 bedics and graders. We believe our
current equipment level is adequate to meet ojegted production levels over the remaining lifehad pit.

Grasberg crushing and conveying systems are iftegtlae mine and provide the capacity to transpprto 225,000 metric tons per day of
Grasberg ore to the mill and 135,000 metric tonsdjag of overburden to the overburden stockpiles.

Mining costs are charged to operations as incutiesvever, because of the configuration and locadiothhe Grasberg open-pit ore body and
the location and extent of the related surroundiverburden, the ratio of overburden to ore is mhigher in the initial mining of the open pit
than in later years. In 2005 and years prior, serfaining costs associated with overburden rematvBIT Freeport Indonesia’s Grasberg
open-pit mine that were estimated to relate torfuproduction were initially deferred when the oaif actual overburden removed to ore
mined exceeded the estimated average ratio of oxdeh removed to ore mined over the life of thesBeag open-pit mine, as projected in
our most recent mine plan. Those deferred coste Wwebe charged subsequently to operating costa Wigeratio of actual overburden
removed to ore mined fell below the estimated ayeratio of overburden to ore over the life of @masberg open-pit mine. The reserve
guantities used to develop the life of mine rati® the proven and probable ore quantities for theskierg open pit shown above.

In the mining industry, the costs of removing ovweden and waste material to access mineral depasiteferred to as “stripping costs.”
Through 2005, we applied the deferred mining casthod in accounting for our post-production stnigpcosts. The deferred mining cost
method has been used by some companies in thesmgitsihg industry; however, industry practice hased. The deferred mining cost
method matches the cost of production with the shthe related metal from the open pit by assigréach metric ton of ore removed an
equivalent amount of overburden tonnage, therelbyaaming overburden removal costs over the lifdhefrhine. The mining cost capitalizec
inventory and the amounts charged to cost of geottsdo not represent the actual costs incurrexine the ore in any given period. The
application of the deferred mining cost method ktesuin an asset on our balance sheets (“Defernaihiyl Costs”) totaling $285.4 million at
December 31, 2005 and $220.4 million at DecembeRB24 (see Note 1).

In March 2005, the Financial Accounting Standardarf8 (FASB) ratified Emerging Issues Task Forcd fBlissue No. 04-6, “Accounting
for Stripping Costs Incurred during Productionhie Mining Industry,” (EITF 04-6) (see Note 1) whigyquires that stripping costs incurred
during production be considered costs of the et¢thminerals and recognized as a component of ioweto be recognized in cost of sale:
the same period as the revenue from the sale efitowy. As a result, capitalization of strippingstoincurred during production is appropr
only to the extent product inventory exists atéhe of a reporting period. The guidance in EITFe04-effective for financial statements
issued for fiscal years beginning after Decembe2085. Companies may apply this guidance eitheebggnition of a cumulative effect
adjustment to beginning retained earnings in thimgef adoption or by restating prior period ficéal statements. We adopted the guidance
on January 1, 2006, with the most significant intpad adoption being the deferred mining coststams®ur balance sheet on that date
($285.4 million) was recorded, net of taxes, mityoiniterest share and inventory effects ($135.9ioni), as a cumulative effect adjustment to
reduce our retained earnings. Stripping costs fedun 2006 and later periods will now effectively charged to cost of sales as incurred.
Adoption of the new guidance has no impact on ashdlows. The pro forma impact of applying EITF®#ould be to reduce net income
$35.3 million or $0.16 per diluted share for thealyended December 31, 2005, $39.4 million or $@&1share for the year ended December
31, 2004 and $33.8 million or $0.21 per dilutedrstfar the year ended December 31, 2003. Thestopra amounts are not necessarily
indicative of what charges may be for future pesiod
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Deep Ore ZoneThe Deep Ore Zone ore body lies vertically beloaow depleted Intermediate Ore Zone ore body. ¥¢aub production
from the Deep Ore Zone ore body in 1989, but wpanded production in 1991 in favor of productioonfrthe Grasberg deposit. Production
using the block-cave method resumed in Septemt@9. Froduction is at the 3,110-meter elevationllawnd totaled 15.3 million metric tons
of ore in 2005 and 15.9 million metric tons of @are2004. The Deep Ore Zone has performed abovgmesipacity of 35,000 metric tons of
ore per day. We are expanding the Deep Ore Zoerbpn to a sustained rate of 50,000 metric tdrs@per day with the installation of a
second crusher and additional ventilation. Prodactiom the Deep Ore Zone averaged 42,000 metnig ¢ ore per day in 2005 and 43,600
metric tons of ore per day in 2004.

The Deep Ore Zone mine fleet consists of over 1d6as of mobile heavy equipment. The primary miréngipment directly associated with
production and development includes 41 load-haohu(l_HD) units and 14 haul trucks. Our LHD unitpisally carry approximately 11
metric tons of ore. Using orepasses and chuted, Hieunits transfer ore into 55-ton capacity hautks. The trucks dump into a gyratory
crusher and ore is then conveyed to the surfackjstes.

During 2005 at the Deep Ore Zone mine, we completed 10,000 meters of development drifting in sarppf the block-cave mining
method and the ongoing expansion to 50,000 metnis of ore per day. The expansion to a sustairtecfd0,000 metric tons of ore per day
with the installation of a second crusher and aaluitl ventilation is expected to be completed i020The aggregate development costs for
the Deep Ore Zone expansion is expected to appeti62 million (approximately $37 million for PTdeport Indonesia’s share) through
the projected 2007 ramp-up. The Deep Ore Zone railnck cave operation, is one of the world’s émtgunderground mines.

Our development costs include costs incurred rieguitom mine pre-production activities undertakergain access to proven and probable
reserves including adits, drifts, ramps, permae&otvations, infrastructure and removal of overbardepreciation for mining and milling
life-of-mine assets is determined using the unipafduction method based on estimated recoverablep and probable copper reserves.
Development costs that relate to a specific oreylamd depreciated using the unit-of-production radthased on estimated recoverable
proven and probable copper reserves for the org bedefited. PT Freeport Indonesia’s total develepintosts at December 31, 2005 for the
Deep Ore Zone mine, currently our only operatindarground mine, totaled approximately $220 millianjch are being depreciated on a
unit-of-production basis over the life of the D&epe Zone proven and probable reserves (see Note 1).

The majority of maintenance activities are perfada site by a combination of PT Freeport Indonesigployees and contract workers. A
December 31, 2005, we had approximately 7,500 gyepkand contract workers directly involved in ®eag open-pit and Deep Ore Zone
underground mining, milling and ore flow operations

The Intermediate Ore Zone was an underground hiagk-operation that began production in 1994. Tikerinediate Ore Zone was
depleted in 2003. Production totaled 2.5 milliontmegtons of ore in 2003. During its 10-year lifag Intermediate Ore Zone operation
produced almost 30 percent more copper and gofdttieinitial reserve estimates.

Our principal source of power for all our operatias a coal-fired power plant that we built in agmgtion with our fourth concentrator
expansion (see “InfrastructureDiesel generators supply peaking and backup etatfpower generating capacity. A combination otinalty
occurring mountain streams and water derived framumderground operations provides water for o@rations. The average annual rainfall
in the project area is 180 inches.

Mining Operations - Mines in Development

Seven other ore bodies (the underground Grasbergin Liar, Mill Level Zone, Deep Mill Level Zon&rtsberg Stockwork Zone, Big
Gossan and the Dom) are located in Block A. Thesdodies are at various stages of developmentaenuhcluded in our proven and
probable recoverable reserves. We continually rewer operations development opportunities to méeénthe value of the reserves. We
incurred $12.6 million for mine development, expansand infrastructure capital expenditures relatethese ore bodies and $45.2 million
for common underground infrastructure developmeming the three years ended December 31, 2005 R8sk Factors.”

The underground Grasberg reserves will be minethusie block-cave method at the end of open-piinginwvhich
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is expected to continue until approximately 2015 Kucing Liar ore body lies on the southern flafland underneath the southern portion
of the Grasberg open pit at the 2,605- to 3,11%maevation level. We expect to mine the Kucingrlare body using the block-cave
method.

The Mill Level Zone ore body lies directly belowetbeep Ore Zone mine at the 2,890-meter elevafioa.Deep Mill Level Zone ore body
lies beneath the Mill Level Zone ore body at tHe9P;meter elevation. This ore represents the dowshe@ntinuation of mineralization in the
Ertsberg East Skarn system and neighboring Ertgi@mhyry. Drilling efforts continue to determirtestextent of these ore bodies. We ex
to mine the Mill Level Zone ore body using a blazkve method near completion of mining at the DespZdne ore body. Near the end of
mining the Mill Level Zone ore body, we expect tinenthe Deep Mill Level Zone ore body also usingack-cave method.

The Ertsberg Stockwork Zone ore body extends efsitbuthwest side of the Deep Ore Zone ore bodyead 1126- to 3,626-meter elevation
level. Drilling efforts continue to determine thetent of this ore body, which we expect to minengsa block-cave method starting in about
20009.

The Big Gossan ore body is located approximatdlQ@d meters southwest of the original Ertsberg guedeposit. We began the initial
underground development of the ore body in 1993nwhe drove tunnels from the mill area into the nwae at the 3,000-meter elevation
level. A stope and fill mining method will be used the Big Gossan deposit. In 2005, we completisésibility study and an update to the
site-wide development plan to determine the tinohaitial production, currently projected to be(&)

The Dom ore body lies approximately 1,500 metetglszast of the depleted Ertsberg open-pit dep@siduction at the open-pit and
underground portions of the ore body will begireaftompletion of open-pit mining at Grasberg.

The projected aggregate capital expenditures requa reach full production capacity for each of ondeveloped ore bodies based on our
latest mine plans and our proven and probable exable reserves as of December 31, 2005, are shelaw in millions of U.S. dollars.

Actual costs could differ materially from theseimsttes as we will not incur most of the expendiui@ several years and we will incur them
over a period of several years. In addition torttiee development costs below, our current mine ldgweent plans include approximately $1
billion of capital expenditures at our processiagilities to optimize the handling of underground types once Grasberg open-pit operations
cease. We continue to review our processing plansaximize the value of our reserves. Based orcouent estimates, we expect aggregate
expenditures will range between $40 million andG8&8llion annually, during the next 15 years. Imgin, these costs will be shared with
Rio Tinto in accordance with our joint venture agresnt.

Grasberg block cave $ 1,12(
Kucing Liar block cave 69C
Mill Level Zone block cave 31C
Deep Mill Level Zone block cave 28C
Big Gossan open stope 22t
Ertsberg Stockwork Zone block cave 17C
Dom block cave 13C
Dom open pit 70
Total $ 2,99

Description of Ore Bodie:Our ore bodies are located within and around twnrggeous intrusions, the Grasberg monzodioritt the
Ertsberg diorite. The host rocks of these ore Imitielude both carbonate and clastic rocks tham fine ridge crests and upper flanks of the
Sudirman Range, and the igneous rocks of monzdnititoritic composition that intrude them. The éguis-hosted ore bodies (the Grasberg
open pit and block cave, and the Ertsberg Stockworie block cave) occur as vein stockworks andedidsations of copper sulphides,
dominated by chalcopyrite and, to a much lessergxbornite. The sedimentary-rock hosted ore Isodieur as “magnetite-rich,
calcium/magnesian skarn” replacements, whose lmtatnd orientation are strongly influenced by mégaifts and by the chemistry of the
carbonate rocks along the margins of the intrusions

The copper mineralization in these skarn depositdsio dominated by chalcopyrite, but higher bern@ncentrations are common. Moreover,
gold occurs in significant concentrations in altloé district ’s ore bodies, though rarely visitdghe naked eye. These gold concentrations
usually occur as inclusions within the copper sidphminerals, though, in some deposits, these edrat®ns can also be strongly associated
with pyrite.
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The following diagram indicates the relative elémas$ (in meters) of our reported reserve ore bodies
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The following map, which encompasses an area afoxppately 42 square kilometers (approximately @6ase miles), indicates the relative
positions and sizes of our reported reserve orébahd their locations.

BLOCK A ORE DEPOEITS
[With Undarground Infrastructure)
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The following chart illustrates our current plans $§equencing and producing each of our ore badidshe years in which we currently
expect that production of each ore body will begyid end. Production volumes are typically lowethia first few years of each ore body as
development activities are ongoing and as the mangs up to full production. Currently, the Gragpepen pit and Deep Ore Zone are our
only producing mines. The ultimate timing of tharsbf production from our undeveloped mines isedefent upon a number of factors,
including the results of our exploration effortadamay vary from the dates shown below. In addjtea develop our mine plans for the
Grasberg open pit and underground mines based rimzang the net present value from the ore bodies.

Production Sequencing
Reserves as of December 31, 2005

Grasherg open pit
Deep Ore Zone

Big Gossan

Ertsberg Stockwork Zone

Grasberg block cave

Dot open pit

Mill Level Zone block cave

Dom block cave

Kucing Liar

Deep MLZ block cave

Contract of Work Term
fincluding extensions}

During 2005, we mined an average of 733,600 méiris of material per day, including ore and ovedear We do not require any additio
approvals for higher mining rates. During 2004,mieed an average of 636,200 metric tons of matpealday. The following chart
illustrates our current aggregate mill capacity; aggregate permitted mill capacity and our pr@danilling rates. Mill capacity will vary
with the ore type being processed. The declineiilingirates in 2016 reflects the expected completiate of opeipit mining at the Grasbe
ore body. We are continuing to develop mine plansptimize production levels.
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Projected Mill Rates & Mill Capacities
December 31, 2006 Reserves - Producton Plan
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Milling and Production

The ore from our mines moves by a conveyor systemderies of shafts through which it drops torailling and concentrating complex
located approximately 2,900 meters above sea l&v¢he mill, the ore is crushed and ground andediin tanks with water and small
amounts of flotation reagents where it is contiralpagitated with air. During this physical sepamatprocess, copper-, gold- and silver-
bearing particles rise to the top of the tanks aedcollected and thickened into a concentrate.cbineentrate leaves the mill complex as a
slurry, consisting of approximately 65 percentd®ly weight, and is pumped through three parallétkilometer pipelines to our coastal
port site facility at Amamapare where it is filtdraried and stored for shipping. Ships are loaateatbck facilities at the port until they draw
their maximum dock-side water, and they then moweeeper water, where loading is completed fronttishg barges.

Our production results for the last three yearsaaréollows:

Years Ended December 31, Percentage Change
2005 2004 2003 2004 to 2005 2003 to 2004

Mill throughput (metric tons of ore

per day) 216,20( 185,10( 203,00( 17% (9)%
Copper production, net to PT

Freeport Indonesia (000 pounds) 1,455,901 996,50( 1,291,60! 46% (23)%
Gold production, net to PT Freeport

Indonesia (ounces) 2,789,401 1,456,20! 2,463,301 92% (41)%
Average unit net cash costs

(credits) per pound of copp? $0.07 $0.4( $(0.02 (83)% N.M.

N.M. Not Meaningful

a. Includes site production and delivery costs, smegléind refining costs, and royalties, less crdditgold and silver sales. See our
2005 Annual Report incorporated herein by referdoca reconciliation of average unit net cash £pstr pound to production and
delivery costs applicable to sales reported incmmsolidated financial statements.
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Mill throughput and production improved significgnin 2005 compared to 2004, which was negativéigcted by PT Freeport Indonesia ’s
efforts to accelerate removal of overburden madtarid restore safe access to higher-grade ardhe it (see below). Mill throughput
averaged 216,200 metric tons of ore per day in 2805 percent increase from the 185,100 metris smerage in 2005. Copper and gold
production was higher in 2005 compared with 200kecdng the higher mill throughput and higher sage ore grades. Copper production for
2005 totaled 1.46 billion pounds, 459.4 million pds higher than 2004 production. Gold productian2f@05 totaled 2.79 million ounces, 1.3
million ounces higher than 2004 production. Thehbigsales volumes and the primarily fixed natura ##rge portion of PT Freeport
Indonesia ’s cost structure resulted in averagengticash costs for 2005 decreasing to $0.07 memgcompared with $0.40 per pound for
2004.

In October 2003, a slippage of material occurred gection of the Grasberg open pit and in Decer?®@8, a smaller debris flow occurred in
the same section. The area affected by the slippagets included two active mining areas which veeteeduled to be mined in the fourth
quarter of 2003 (see “Grasberg Open-Pit Slippadéil).throughput and production in 2003 and 2004 aveegatively affected by PT Freef
Indonesia ’'s efforts to accelerate removal of ouedtbn material and restore safe access to higlaglegareas in the pit. Mill throughput
averaged 185,100 metric tons of ore per day in 2804ne percent decrease from the 203,000 metns dverage in 2003. Copper and gold
production was lower in 2004 compared with 2008 ming the lower mill throughput and lower average grades. Copper production for
2004 totaled 1.0 billion pounds, 295 million poutalser than 2003 production. Gold production fof2Qotaled 1.46 million ounces, 1.0
million ounces lower than 2003 production. The low&les volumes and the primarily fixed nature te#rge portion of PT Freeport Indonesia
's cost structure resulted in average unit net casts for 2004 increasing to $0.40 per pound coetpaith a net credit of $(0.02) per pound
for 2003. Average unit net cash costs per pourmbpper totaled a net credit of $(0.02) per pound®893, which was an annual record low.

Because of the fixed nature of a large portionwfansts, unit costs vary significantly from pertodperiod depending on volumes of copper
and gold sold during the period. In addition, wedaxperienced significant increases in our pradaatosts in recent years primarily as a
result of higher energy costs and costs of othesemables, higher mining costs and milling rat@sot costs and other factors. Once we
complete our open-pit mining operations at the Beeg mine in approximately 2015 and transitionrderground, we expect our share of
annual copper and gold production to be lower tharent levels, and all other factors being eqoat,average unit net cash costs to increase.
For more information regarding our operating amaficial results, see our 2005 Annual Report inaated herein by reference.

We estimate our share of sales for 2006 to appratarh.3 billion pounds of copper and 1.7 milliomoes of gold. Average annual sales
volumes over the five-year period from 2006 thro@gh 0 are expected to approximate 1.3 billion psurfdcopper and 1.9 million ounces of
gold. As a result of lower than targeted miningsabre from a high-grade section in the primaeyarea (“6 North”) of the Grasberg open
pit, previously expected to be mined in late 2086 been deferred to early 2007. Accordingly, ourssu mine plans alter the timing of
subsequent years’ ore production compared withipuewplans. These revised production estimatesotibawve a significant economic effect
since the deferrals occur within months of overlag@nnual periods. Efforts are under way to imprpvoductivity of mining activities
which would increase mining rates and advanceithiad of metal production. See “Risk Factors.”

Geotechnical Programs

Our geotechnical programs support several phasthe afperations, including our open-pit mine (pope and overburden stockpile stability),
our underground mine, our infrastructure and ollinggs management program. For information regayaiar tailings management program,
see “Environmental Matters.”

A group of our senior level employees has the nesibdity, authority and oversight for our overg#otechnical programs. Our multi-
disciplinary approach combines in-house personiitél mackgrounds in civil, geotechnical, mining emggring, geology and hydrology to
form a technical services group that reports tosemior managers. Our technical services groupldesénformation that our mine
engineering group uses to develop mine and staekigisigns, production schedules and related plunstechnical services group also
monitors slope stability and other geotechnical laydtological developments.

Our technical services group is composed of exatasiand Indonesian nationals, who are univerditgaed. International consulting expt

in each of the applicable technical fields supfiuigt group. In-house training provided by consukas well as off-site seminars and industry
conferences supports the training of our staff. Our
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joint venture partner has also provided geotectiaiod engineering support to our operations. Cdastd and our joint venture partr
provide input into program development and assedgspnance of these critical roles.

Our technical services group uses information fgaulogical drilling for the development and updgtaf our geological, geotechnical and
hydrologic models. We develop computer-based géologdels for mine design and dewatering prograie provide continuous ground
and slope monitoring in our mines and on overbutenkpiles using various computerized and autodngystems. We also daily inspect all
open-pit working areas, with any items of concegimb reported to our senior managers. Our hydrofaggtion measures and tracks water
flow patterns to determine the effectiveness aratirier de-watering and depressurization progranesdvdin all surface flows away from the
open pit and pump any in-pit surface water to dséid drain holes connected to our underground dering drift system. We also
continuously monitor rainfall at our operationstsat we may adjust for operational impacts andtgafensiderations.

Grasberg Open-Pit Slippage

On October 9, 2003, a slippage of material occuimexdsection of the Grasberg open pit. Eight waskeerished and five workers were
injured in the incident. The area affected by tiygpage, comprising approximately five percenttod surface area of the massive Grasberg
pit, included two active mining areas that wereesktled to be mined in 2003 and 2004. On Decemhe2d@B, a debris flow involving a
relatively small amount of loose material occurirethe same area of the Grasberg open pit resutiogly minor property damage.
Following these two events, PT Freeport Indonesiirected its open-pit operations to acceleratovwainof waste material from the south
wall to restore safe access to the higher-gradamas in the pit. These activities resulted iuced production levels. In April 2004, PT
Freeport Indonesia established safe access afatedimining in higher-grade ore areas while caritig waste removal activities. PT
Freeport Indonesia resumed normal milling rateduime 2004.

As a result of the fourth-quarter 2003 slippage adeloris flow events, PT Freeport Indonesia notiftedtopper concentrate customers that it
was declaring force majeure under the terms afatgracts as it would be unable to satisfy its ahsales and delivery commitments. In
December 2004, PT Freeport Indonesia terminatetbtice majeure that had been in effect since Deeer®®03 under its concentrate sales
contracts.

PT Freeport Indonesia maintains property damagéasithess interruption insurance related to itsapms. In December 2004, we entered
into an insurance settlement agreement and settlethims that arose from the fourth-quarter 2808page and debris flow events in the
Grasberg open-pit mine. PT Freeport Indonesiassriers agreed to pay an aggregate of $125.0 miligonnection with its claims. After
considering our joint venture partner ’s interesthie proceeds, PT Freeport Indonesia 's shareoskpds totaled $95.0 million.

Exploration

As a result of our joint venture arrangements, Rigo generally pays for 40 percent of our joinhttge exploration and exploratory drilling
costs in Papua. The joint ventures incurred totplaFation costs of $13.3 million in 2005 and $1&lion in 2004. The joint ventures’
exploration budget for 2006, including Rio Tintslsare, is expected to total approximately $15 amli{$10 million for our share) with most
of the effort focused on potential extensions ef @rasberg underground and Kucing Liar mine comaes testing downward extensions of
the previously mined Ertsberg deposit. We contitauassess the timing of resumption of suspendelbetipn activities in areas outside the
existing producing area of the Grasberg minerafidt.

In June 1998, we entered into a joint venture agese to conduct exploration activities in PT Nal#@kti Mining 's Contract of Work area,
which currently covers approximately 500,000 adgneseveral blocks contiguous to PT Freeport IndianssBlock B and one of Eastern
Minerals’ blocks in Papua. Rio Tinto shares in 4@cent of our interest and costs in this explorgjint venture. We and Rio Tinto can earn
up to a 62 percent interest in the PT Nabire Bisllsting Contract of Work by spending up to $21 naillion exploration and other activities
the joint venture areas. We have spent $17.3 mitlwough December 31, 2005.

With the subsequent approval of the Indonesian gorent, in 2000 we suspended our field exploradictivities in Block B, which includes
the Wabu Ridge gold prospect, as well as in theraffontract of Work areas of Eastern Minerals ahdNBbire Bakti Mining. The
suspensions are due to safety and security issuesegulatory uncertainty relating to a possibleflict between our mining and exploration
rights in certain forest areas and an Indonesiaagty law enacted in 1999 prohibiting open-pit iminin forest preservation areas. All of the
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suspended areas are outside of our current migagagons area. We continue to assess the posisitihg for resumption of our exploration
activities.

Infrastructure

The location of our mining operations in a rema&aaequires that our operations be virtually safficient. In addition to the mining
facilities described above, in the course of thesttgoment of our project we have constructed ouesebr participated with others in the
construction of an airport, a port, a 119 kilometerd, an aerial tramway, two hospitals and relatedical facilities, and two town sites with
housing, schools and other facilities sufficienstpport more than 17,000 persons.

In 1996, we completed a significant infrastructpregram, which includes various residential, comityusind commercial facilities. We
designed the program to provide the infrastruch@eded for our operations, to enhance the livimgltimns of our employees, and to deve
and promote the growth of local and other thirdyactivities and enterprises in Papua. We haveldeed the facilities through joint
ventures or direct ownership involving local Indsia@ interests and other investors.

In July 2003, we acquired the 85.7 percent ownpristierest in Puncakjaya Power owned by affiliateBuke Energy Corporation for $68.1
million cash, net of $9.9 million of cash acquir@dincakjaya Power is the owner of assets supplyameer to PT Freeport Indonesia’s
operations, including the 3x65 megawatt coal-fipedver facilities. PT Freeport Indonesia purchasegqs from Puncakjaya Power under
infrastructure asset financing arrangements. IncM2005, we prepaid $187.0 million of bank debbagged with Puncakjaya Power’s
operations; and as a result of this prepaymenebf,cit December 31, 2005, we had a $135.4 miltitercompany loan outstanding to
Puncakjaya Power. At December 31, 2005, PT Fredépdonesia had infrastructure asset financing alitigns to Puncakjaya Power totaling
$218.1 million and Puncakjaya Power had a receé&vibm PT Freeport Indonesia for $280.0 milliorglining Rio Tinto’s share. We
consolidate PT Freeport Indonesia and PuncakjayeePand our consolidated balance sheet only refle®&61.9 million receivable ($8.8
million in other accounts receivable and $53.1io1illin long-term assets) for Rio Tinto’s share ahPakjaya Power’s receivable as provided
for in our joint venture agreement with Rio Tinto.

Marketing

PT Freeport Indonesia sells its copper concentratieich contain significant quantities of gold asitder, under U.S. dolladenominated sal
agreements, mostly to companies in Asia and Euaogeto international trading companies. We selstartially all of our budgeted
production of copper concentrates under long-tesntracts with selling prices based on world mepaises (generally the London Metal
Exchange settlement prices for Grade A copper).dtitese contracts, initial billing occurs at timeet of shipment and final settlement on
copper portion is generally based on average pfares specified future period. Gold generallydsdsat the average London Bullion Market
Association price for a specified month near theth@f shipment.

Revenues from concentrate sales are recorded neyalfies (see “Contracts of Work”), treatment aefining charges (including
participation charges, if applicable, based omtlaeket prices of metals), and the impact of derreafinancial instruments, if any, used to
hedge against risks from metals price fluctuatidfareover, because a portion of the metals contaimeopper concentrates is unrecover.
as a result of the smelting process, our revemoes ¢oncentrate sales are also recorded net afatices based on the quantity and value of
these unrecoverable metals. These allowancesragaiated term of our contracts and vary by custoffireatment and refining charges
represent payments to smelters and refiners aneithier fixed or in certain cases vary with theerf copper. We sell a small amount of
copper concentrates in the spot market. See “Raskofrs.”

We have commitments, including commitments fromaAtic Copper and PT Smelting, for essentially 8P® Freeport Indonesig’estimate
2006 production. PT Freeport Indonesia has a leng-tontract through 2007 to provide Atlantic Cappéh a quantity of copper
concentrates at market prices which currently axiprates 60 percent of Atlantic Copper 's annualpssroncentrate requirements. PT
Freeport Indonesia 's agreement with PT Smeltimyides, for the life of PT Freeport Indonesia 's18%, for the supply of 100 percent of the
copper concentrate requirements necessary to ped2ls;000 metric tons of copper (essentially thestBrsmelter '@riginal design capacit
on a priority basis. In 2004, PT Smelting increaisedtated production capacity to 250,000 metitstof copper per year. PT Smelting plans
to expand its production capacity to approximag:,000 metric tons of copper metal per year byntidglle of 2006. For the first 15 years
PT Smelting 's commercial operations beginning Deloer 1998, PT Freeport Indonesia agreed that dfa¢nient and refining
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charges on specified quantities of the concenRat&reeport Indonesia supplies will not fall belspecified minimum rates, subject to
renegotiation in 2008. The rate was $0.23 per ppdudng the period from the commencement of PTI8nge's operations in 1998 until
April 3, 2004 when it declined to a minimum of $02er pound. We anticipate that PT Freeport Indanesl sell approximately 50 to 60
percent of its annual concentrate production tamttt Copper and PT Smelting. A summary of PT Feeeindonesia 'siggregate percenta
concentrate sales to its affiliates and to othetigmfor the last three years follows:

2005 2004 2003
PT Smelting 29% 40% 30%
Atlantic Copper 25% 19% 25%
Other parties 46% 41% 45%
100% 100% 100%

Investment in Smelters

Our investment in smelters (Atlantic Copper and3?ielting) serves an important role in our conceéatnaarketing strategy. As discussed
above, PT Freeport Indonesia generally sells apmately onehalf of its concentrate production to its affilidtemelters, Atlantic Copper a
PT Smelting, and the remainder to other custoni@eatment charges for smelting and refining compeicentrates represent a cost to PT
Freeport Indonesia and income to Atlantic CopperRf Smelting. Through downstream integration, veeagsured placement of a
significant portion of our concentrate productigvhile low smelting and refining charges in receeans adversely affected the operating
results of Atlantic Copper, they benefited the apiag results of PT Freeport Indonesia 's miningragions, effectively achieving a hedge for
these charges. Market rates for treatment andimgfitharges have increased significantly since28@4. Higher treatment and refining
charges benefit the operating results of Atlantip@er and adversely affect the operating resul®&ToFreeport Indonesia. However, the net
effect of changes in treatment and refining ratesur consolidated results is not material.

Atlantic Copper, S.AWe own 100 percent of Atlantic Copper. Atlantic @epcompleted the last expansion of its produat&pacity in 1997
and its smelter currently has a nominal capacit®aif,000 metric tons of copper per year and iigee§ currently has a design capacity of
260,000 metric tons of copper per year. We havprasent plans to expand Atlantic Copper ’s productiapacity. During 2005, Atlantic
Copper treated 975,400 metric tons of concentradesarap and produced 284,200 metric tons of ng@pemanodes. During 2004, Atlantic
Copper treated 768,100 metric tons of concentradesarap and produced 224,300 metric tons of ngpemanodes. Atlantic Copper’s
positive results in 2005 compared with 2004 pritgaeflect higher treatment charge rates and redllzenefits from a recent cost reduction
and operational enhancement effort, partially dffgsehigher energy costs. Atlantic Copper completéd -day scheduled major maintenance
turnaround in May 2004, adversely affecting 20Guts. Major maintenance turnarounds of this daratypically occur approximately every
nine years for Atlantic Copper, with significansijzorter-term maintenance turnarounds occurringénrterim. Atlantic Copper has a 22-day
maintenance turnaround currently scheduled for 28@@ntic Copper purchased approximately 55 peroéits 2005 concentrate
requirements from PT Freeport Indonesia at markiee¢p. Atlantic Copper has experienced no mateparating problems, and we are not
aware of any potential material environmental litibs at Atlantic Copper.

We made no capital contributions to Atlantic Copipe2005; however, we contributed $202.0 millionAtilantic Copper in 2004 and $10.0
million in 2003. In addition, we loaned $189.5 naiti to Atlantic Copper in 2004. The funds were useimprove Atlantic Copper 'Bnancial
structure during its major maintenance turnaroumdi@uring a period of extremely low treatment agfihing charge rates, which negatively
affected Atlantic Copper ’s results. Our net inwestit in Atlantic Copper through December 31, 2@@&s $115.0 million.

PT SmeltingPT Freeport Indonesia Gontract of Work required us to construct or caodee constructed a smelter in Indonesia if wetae
Indonesian government determined that such a prajeald be economically viable. In 1995, followittte completion of a feasibility study,
we entered into agreements relating to the formaifd®T Smelting and the construction of the cogmeelter in Gresik, Indonesia.

PT Smelting is a joint venture among PT Freepafbiresia, Mitsubishi Materials Corporation, Mitsiii€orporation and Nippon Mining &
Metals Co., Ltd., which own 25 percent, 60.5 petc@rb percent and 5 percent, respectively, obtlitstanding PT Smelting common stock.
In accordance with the joint venture agreementsk-fEEport Indonesia provides the majority of PT Bnge’s copper concentrate
requirements. In December 2003, PT Smelting 'sedi@der agreement was amended to eliminate PT &releplonesia 's assignment of its
earnings in
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PT Smelting to support a 13 percent cumulative ahreturn to the other owners for the first 20 geafr operations. No amounts were paid
under this assignment. PT Freeport Indonesia & totestment in PT Smelting through December 8052 was $98.7 million.

During 2005, PT Smelting treated 908,900 metristohconcentrate and produced 275,000 metric tbnsw copper anodes. During 2004,
PT Smelting treated 758,100 metric tons of cone¢atand produced 211,600 metric tons of new coppedes. PT Smelting completed a 31-
day major maintenance turnaround in the secondeafr 2004. Major maintenance turnarounds of dhisation typically occur

approximately every four years for PT Smelting vwstgnificantly shorter term maintenance turnarauimcthe interim. PT Smelting has an
18-day maintenance turnaround scheduled for mids20@l its next major maintenance turnaround iscided for 2008. PT Smelting also
completed a refinery expansion during the mainteadarnaround, increasing its production capaditgproximately 250,000 metric tons of
copper metal per year. PT Smelting plans to furéx@and its production capacity to approximatel®,200 metric tons of copper metal per
year by the middle of 2006. PT Smelting has expesd no material operating problems and we arawate of any potential materi
environmental liabilities at PT Smelting.

Competition

We compete with other mining companies in the ealaur mineral concentrates and the recruitmentratehtion of qualified personnel.
Some competing companies possess financial resogreater than ours and possess multiple miningtsaksss geographically concentrated
in a single area than ours. We believe, howevat,we are one of the lowest-cost copper producettsei world, after taking into account
credits for related gold and silver production, ethgives us a significant competitive advantage.

Social Development, Employment and Human Rights

We have a social, employment and human rights pdiésigned to result in our operating in compliawih the laws in the areas of our
operations, and in a manner that respects basiamuights and the culture of the people who ar@anbus to the area. We continue to make
significant expenditures on social and culturaivéties, primarily in Papua. These activities indéu

« comprehensive job training programs;

« basic education programs;

 several public health programs, including extensiaaria control;

« agricultural assistance programs;

» a business incubator program to encourage the pawglle to establish their own small scale busegss
« cultural preservation programs; and

« charitable donations.

In 1996, PT Freeport Indonesia agreed to comniéaestt one percent of its revenues to the Freeoth&ship Fund for Community
Development (formerly the Freeport Fund for Iri@ya Development) to support village-based heatth¢ation, economic and social
development programs in its area of operationss Thimmitment replaced our community developmengramms in which we spent a similar
amount of money each year. Our share of contribatto the Freeport Partnership Fund for Communéydlopment totaled $35.7 million in
2005, $17.5 million in 2004 and $17.4 million inG& Our joint venture partner, Rio Tinto, also tidrutes to this fund and including their
share the contributions totaled $42.3 million i®20$19.0 million in 2004 and $21.5 million in 2003

Lembaga Pembangunan Masyarakat Amungme Kamoro (LiOMsersees disbursement of the amounts we comérifouthe fund. LPMAK
's board of commissioners is made up of a leadén@Amungme people, a leader of the Kamoro petgdelers of the three local churches, a
representative of the local government and a reptasive of PT Freeport Indonesia.

We believe that our social and economic developrpesgrams are responsive to the issues raisededpehl villages and people and should
help us to avoid disruptions of mining operatiddsvertheless, social and political instability lire tarea may adversely impact our mining
operations. See “Risk Factors.”

In December 2000, we endorsed the joint U.S. Rafmrtment-British Foreign Office Voluntary Printdp on Human Rights and Security.
Several major natural resources companies anchatienal human rights
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organizations participated in developing the VadumtPrinciples and have endorsed them. We partiipian developing these principles and
incorporated them into our social and human riglolgcy.

Security Matters

Consistent with our Contract of Work and the reguient to protect our employees and property, we telken appropriate steps to provide a
safe and secure working environment. As part afetsurity program, PT Freeport Indonesia maint@swn internal security department,
which performs functions such as protecting comdaoifities, monitoring the shipment of company dedhrough the airport and terminal,
assisting in traffic control and aiding rescue a@piens. PT Freeport Indonesia s civilian secueityployees (numbering about 680) are
unarmed and perform duties consistent with thegriral security role. PT Freeport Indonesia 's sludrcosts for its internal civilian security
department totaled $11.3 million for 2005, $12.8ion for 2004 and $11.2 million for 2003. The setudepartment has received human
rights training and each member is required tdfgents or her compliance with our human rightsipgl

PT Freeport Indonesia, and all businesses andergsidf Indonesia, relies on the Government of ied@ for the provision of public order,
upholding the rule of law and the protection ofgeemel and property. The Grasberg mine has beégndésd by the Government of
Indonesia as one of Indonesia 's vital nationaétsssT his designation results in the military 'ayphg a significant role in protecting the area
of our operations. The Government of Indonesigéponsible for employing police and military penselnand directing their operations.

From the outset of PT Freeport Indonesia 's opanatithe government has looked to PT Freeport lesiarto provide logistical and
infrastructure support and assistance for thesessacy services because of the limited resourcégedhdonesian government and the rer
location of and lack of development in Papua. Pdeport Indonesia 's financial support for the Ingisian government security institutions
assigned to the operations area represents a pngdponse to its requirements to protect its wandd and property, better ensuring that
personnel are properly fed and lodged, and haviotistical resources to patrol PT Freeport Ind@n&sroads and secure its operating area.
In addition, provision of such support and oversigtconsistent with PT Freeport Indonesialtdigations under the Contract of Work, refle
our philosophy of responsible corporate citizenship is in keeping with our commitment to purstecpces that will promote human righ
which include our endorsement of the joint U.St&Repartment-British Foreign Office Voluntary Rrilples on Human Rights and Security.

PT Freeport Indonesia ’s share of support costthtgovernment-provided security, involving ovet@ Indonesian government security
personnel currently located in the general areauobperations, was $6.2 million for 2005, $6.9lirl for 2004 and $5.9 million for 2003.
This supplemental support consists of various stftecture and other costs, such as food, housimdy, tfavel, vehicle repairs, allowances to
cover incidental and administrative costs, and camity assistance programs conducted by the milipatice. PT Freeport Indonesia ’s
capital costs for associated infrastructure wag #$dllion for 2005, $0.2 million for 2004 and $idillion for 2003.

As reported in January 2006, we are respondingduaeasts from governmental authorities in the UnBtates and Indonesia for

information about PT Freeport Indonesia primardiating to PT Freeport Indonesia's support of Irdien security institutions. As discussed
above, we provide support to assist security insihs deployed and directed by the Governmenhadbhesia with infrastructure, logistics
and the hardship elements of posting in Papua angractices adhere to the joint U.S. State DepamtrBritish Foreign Office Voluntary
Principles on Security and Human Rights. We intendooperate in responding to these requests.

Environmental Matters

We have a board-approved environmental policy ¢batmits us not only to compliance with applicatdddral, state and local environmental
statutes and regulations, but also to continuoggarement of our environmental performance at eepgrational site. We believe that we
conduct our Indonesian operations pursuant toegléssary permits and are in compliance in all riedterspects with applicable Indonesian
environmental laws, rules and regulations. Add#ibn the environmental management systems folPquFreeport Indonesia mining and
milling operations and our Atlantic Copper smeltoerations are ISO (International Standardizafoganization) 14001 certified.

Mining operations on the scale of our operationBapua involve significant environmental challengesnarily related to the disposition of

tailings, which are the crushed and ground roclenmedtresulting from the physical separation of coencially valuable minerals from the ¢
We have comprehensive, ongoing environmental
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management and monitoring plans for the dispostlilifigs resulting from our milling operations, iwh the Government of Indonesia has
approved. Pursuant to these plans, we manage anitomihe impact of our tailings disposal on thersunding area of the Ajkwa River and
adjoining water bodies and the surrounding coastds. In 1997, we completed an engineered lewsersyto minimize the impact of the
tailings through a controlled deposition area ledain a portion of the flood plain on the Ajkwa &iv

In furtherance of our commitments to the Indonegiamernment pursuant to our tailings managememt, pl@ monitor the acid-neutralizing
capacity of tailings on a daily basis to ensurediseharge of non-acid generating tailings into@ilmgs deposition area. The net acid-
neutralizing capacity of our tailings dischargenaintained through a managed program of blendintgrground ore with ore from the open
pit, the addition of supplemental limestone (ord)nto the ore blend, and the addition of lime fontrol of the pH levels in the flotation
system. Daily samples are collected and testedrasdata is communicated to our mill operationshed adjustments in ore blending and
lime/limestone addition can be made as appropriate.

With respect to overburden, control and treatméaica rock drainage is our primary environmensabie. Our approaches to this issue
include the prevention of acid rock drainage geimamathe control of acid rock drainage migratiand the capture and treatment of acid rock
drainage emanating from the overburden stockpil@ddition, tests have shown the feasibility ofegetating the overburden stockpile anc

a result, we have engaged in stockpile reclamasoan additional means of mitigating acid rockmxge.

We have made significant capital expenditures vatipect to the capture and treatment of acid roakdge. We continue to evaluate various
technologies for the treatment of captured aci# drainage. Currently, acid rock drainage colledigdoreholes at the base of the
overburden stockpile is treated using conventitine neutralization.

We have also committed to the Indonesian governtoemave independent external environmental awuditair Papuan operations performed
by qualified experts every three years, with resaltailable for public review. We have had fourependent environmental audits conducted
by internationally recognized consulting and augjtiirms. Montgomery Watson Harza has completediétdwork for the 2005 external
environmental audit and we expect the audit refmose completed by early in the second quarte©662We conduct annual internal audits
to ensure that our environmental management amitonimg programs remain sound and our operatiatisantinue to comply in all

material respects with applicable regulations.

In connection with obtaining our environmental apgals from the Indonesian government, we commiiegerforming a one-time
environmental risk assessment on the impacts ofadlimgs management plan. We completed this eilterenvironmental risk assessment
with more than 90 scientific studies conducted dwar years and submitted it to the Indonesian guwent in December 2002. We
developed the risk assessment exercise with impat &n independent review panel, which includedesgntatives from the Indonesian
government, academia, and non-governmental ord#omsa The risks that we identified during this gees were in line with our impact
projections of the tailings management programaiaet in our environmental approval documents.

We have environmental approvals from the Governméhtdonesia to expand our milling rate up to aimaum of 300,000 metric tons of
ore per day. In 2005, we averaged 216,200 metnis ¢ ore per day and in 2004 we averaged 185, Hiflarions of ore per day.

The cost of complying with environmental laws iiadamental cost of our business. We incurred agdesenvironmental capital
expenditures and other environmental costs tot&lig0 million in 2005, $65.1 million in 2004 and2s1 million in 2003, including tailings
management levee maintenance and mine reclam&ti@006, we expect to incur approximately $28 moilliof aggregate environmental
capital expenditures and $37 million of other eonimental costs.

We are currently revegetating portions of therigii deposition area. Upon the completion of ourimgimperations, we will fulfill

the commitments included in our approved envirortaenanagement plans. Our plans for revegetatiaifetted areas of the deposition
area include natural revegetation, forage cropsgaaskes, fruits, grains and vegetables, and ttditional food and medicinal crops.
Decisions on these plans are made in consultatitml@cal and regional government, local residemtd other stakeholders. In addition to the
revegetation and reclamation of the deposition,axeawill continue to operate treatment systemi®ag as necessary. We also monitor and
test the water discharged from our mine and thespHate and electrical conductivity levels of gnduvater in the deposition area. The
stability of our levees will be ensured through

25




Table of Contents

comprehensive visual inspection, maintenance apdawement programs directed by an experienced eagitg group dedicated to levee
management and revegetation of the levee embankmdateover, we will submit an annual written regorthe Indonesian government
regarding our reclamation activities.

Our ultimate reclamation and closure activitied Wi determined after consultation with the Inddsregovernment, local residents and other
parties. Our estimate as of December 31, 2005 dfiééport Indonesia 's total aggregate reclamatimhclosure obligations total
approximately $156 million. Estimates of reclamatand closure costs involve complex issues requiritegrated assessments over a period
of many years, and we may revise them as we penfieone complete studies. Some reclamation costswilhcurred during mining

activities, while most closure costs and the remgineclamation costs will be incurred at the ehchiming activities, which are currently
estimated to continue for more than 35 years.

Moreover, we cannot predict with any certainty titteamate future uses of the tailings depositioraamace our mining operations are
completed. In addition to forage crop and grasatplg and food and medicinal crop production, palssiuture uses of the tailings deposition
area include rainforest regrowth, production ofitén fuel woods, fruits and nuts and other econdoriestry, and the cultivation of fish,
shellfish and other aquaculture. The ultimate fituses will be determined in consultation with l@gad regional government, local residents
and other stakeholders.

In 1996, we began contributing to a cash fund ($7ilRon balance at December 31, 2005) designeattumulate at least $100 million by the
end of our Indonesian mining activities. We plamse this fund, including accrued interest, to fmymine closure and reclamation costs.
Any incremental costs in excess of this $100 milliond are expected to be incurred throughoutifeef the mine and would be funded by
operational cash flow or other sources. Futurerenmental considerations and future changes inlaéigns could require us to incur
additional costs that would be charged againstéutperations. Estimates involving environmentattera are by their nature imprecise and
changes in government regulations, operationsntdogy and inflation can be expected to requiréougvise them over time.

We believe that Atlantic Copper ’s facilities angeoations are in compliance in all material respagth all currently applicable Spanish
environmental laws, rules and regulations. In 2092, the Integrated Pollution Prevention and Gidrguidelines were adopted under
Spanish law with a phase in for compliance by 2@antic Copper, working with local environmentalthorities, is continually assessing
the impact of these new guidelines on its operatiand has budgeted approximately $20 millionsaestimate of the remaining required
capital expenditures from 2006 through 2009 to dgmmp April 2005, the Environmental Management &yss at Atlantic Copper’s
operations in Huelva were audited by the Spanisogiation for Standardization and Certification (¥BR), in accordance with the ISO
14001:96 international certification standards #reEuropean Union Environmental, Eco-ManagemedtEzno-Auditing (EMAS)

Regulation No. 761/2001. AENOR is a Spanish notglafit entity that has been accredited by the &tagovernment to inspect, audit and
certify environmental management systems. Atla@tipper received positive results from the auditsictvare required annually to retain the
ISO 14001 certification that Atlantic Copper aclgdvn prior years.

The Indonesian and Spanish governments may pegibdievise their environmental laws and regulagion adopt new ones, and we cannot
predict the effects on our operations of new oise regulations. We have expended significantness, both financial and managerial, to
comply with environmental regulations and permgtand approval requirements, and we anticipatewkawill continue to do so in the
future. There can be no assurance that we willntatr additional significant costs and liabilitiesscomply with such current and future
regulations or that such regulations will not miatyr affect our operations (see “Risk Factors”).

Employees and Relationship with FM Services Company

As of December 31, 2005, PT Freeport Indonesia8ha4¥ employees (approximately 98 percent Indongsiad 6,225 contract workers, the
vast majority of whom were Indonesian. Approximpteb percent of PT Freeport Indonesi&rsployees are represented by the All Indon
Workers’ Union, which operates under Governmerihdbnesia supervision. PT Freeport Indonesia Haba agreement covering its hourly
paid Indonesian employees, the key provisions d€lwhre renegotiated biannually. In June 2005, EEEport Indonesia and its workers
agreed to terms for a new labor agreement thatexpi September 2007. PT Freeport Indonesia’saakawith the workers’ union have
generally been satisfactory. In addition, 4,47%pes worked for privatized companies providing ey within PT Freeport Indonesia ’'s
operations area.
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As of December 31, 2005, Atlantic Copper had 54pleyees, of which approximately 72 percent areespnted by union contracts. Atlar
Copper’s labor contract covering its smelter/refingorkforce in Huelva, Spain expired on DecembkrZ)05 and was renewed for a three-
year period with no material changes in terms. ®itaCopper experienced a fday labor strike in October 2004 at its smelteility in
Huelva because of a workforce reduction plan. Tiienis issues with the workforce reduction plan evesolved and the plan was approved
by Spanish authorities and implemented in Decerbes.

FM Services Company (FM Services) furnishes exeeuidministrative, financial, accounting, legak tind similar services to us. FM
Services became our wholly owned subsidiary in Bat®002, when we purchased the remaining 50 peogamership in FM Services from
McMoRan Exploration Co. (McMoRan) for $1.3 millioAs of December 31, 2005, FCX had 10 employeesFah&ervices had 140
employees. FM Services employees continue to atsage services to McMoRan, a publicly traded compangaged in the exploration,
development and production of oil and gas, and&trBroperties Inc., a publicly traded company gaddn the development of real estate.

Iltem 1A. Risk Factors

This report contains “forward-looking statementsitiain the meaning of the federal securities lawsn#ard-looking statements are all
statements other than statements of historicakfaich as statements regarding anticipated pradoatolumes, unit net cash costs, sales
volumes, ore grades, commodity prices, developamhtapital expenditures, mine production and dgwelent plans, environmental
reclamation and closure cost and plans, reservienases, political, economic and social condition®ur areas of operations, and
exploration efforts and results. Except for our oimg obligations under the federal securities laws,do not intend, and we undertake no
obligation, to update or revise any forward-lookisigjitements. Readers are cautioned that forwar#i@pstatements are not guarantees of
future performance and actual results may diffetarially from those projected, anticipated or as&ehin the forwar+looking statements.
Important factors that could cause our actual réstb differ materially from those anticipated hretforwarclooking statements include the
following:

Because our primary operating assets are located the Republic of Indonesia, our business may be adrsely affected by Indonesian
political, economic and social uncertainties, in adition to the usual risks associated with conductig business in a foreign country.

Indonesia has faced political, economic and sagiakrtainties, including separatist movements @ritland religious strife in a number of
provinces. In particular, several separatist grarpsopposing Indonesian rule over the provindeagfua, where our mining operations are
located, and have sought political independencéhfoprovince. In response to demands for polifindépendence, new Indonesian regional
autonomy laws became effective January 1, 2001.¢¢ew the manner in which the new laws are beingemented and the degree of
political and economic autonomy that they may btmgndividual provinces, including Papua, is uair and is an ongoing issue in
Indonesian politics. Moreover, in Papua there Haeen sporadic attacks on civilians by separatisdssporadic but highly publicized confli
between separatists and the Indonesian militargiaGe@conomic and political instability in Papuzautd materially and adversely affect us if
this instability results in damage to our propentynterruption of our activities.

Maintaining a good working relationship with theltmesian government is important to us becaus# alir mining operations are located in
Indonesia and are conducted pursuant to Contr&®tsodk with the Indonesian government. Accordinglig are also subject to the usual r
associated with conducting business in and witbreign country, including the risk of forced modétion of existing contracts, changes in
the country 'daws and policies, including those relating to teo@ royalties, divestment, imports, exports and-ency, and the risk of havi
to submit to the jurisdiction of a foreign courtarbitration panel or having to enforce the judgtradra foreign court or arbitration panel
against a sovereign nation within its own territdryaddition, we are subject to the risk of expiaton, and our insurance does not cover
losses caused by expropriation.

In February 2006, a group of illegal gold pannergaged in conflict with Indonesian police and P&dfrort Indonesia security personnel
when they were requested to leave an area neanitiing facilities. Following the incident, the dbal panners blocked the road leading to the
Grasberg mine and mill in protest and we tempagratilspended mining and milling operations as aguéenary measure. The panners also
vandalized some of our light vehicles and officeanthis area, causing approximately $4 milliodamages. Our port facilities continued to
operate during the disruption and concentrate shifpewere not affected. The panners, mostly Pagduamsoutside our area of operations,
presented a list of aspirations, primarily relatiadheir desire to share in the benefits
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of our existing initiatives and programs provided the Papuans who are the traditional residentsiobperations area. Mining and milling
operations resumed after an approximate four-déggeu During the incident at our mine and mill,tpetors in Jakarta vandalized the
entrance floor of the office building housing ondbnesian headquarters and staged a three-dayudligle the building. The Indonesian
police handled this matter, which did not disrupt administrative functions or damage any of ouilitzes.

We cannot predict if there will be additional inefds similar to the February 2006 protests. Iféheere additional protests at our mine and
mill facilities, it could materially and adversedffect our business and profitability in ways thet cannot predict at this time.

In addition to the usual risks encountered in the rming industry, we face additional risks because auoperations are located on
difficult terrain in a very remote area.

Our mining operations are located in steeply mdantss terrain in a very remote area in IndonesetaBise of these conditions, we have had
to overcome special engineering difficulties andedep extensive infrastructure facilities. In adit the area receives considerable rainfall,
which has led to periodic floods and mudslides. e site is also in an active seismic area asdceRperienced earth tremors from time to
time. In addition to these special risks, we as® alubject to the usual risks associated with timngnindustry, such as the risk of
encountering unexpected geological conditionsriieat result in cavéis and flooding of mine areas. Our insurance nwysufficiently cove

an unexpected natural or operating disaster.

On October 9, 2003, a slippage of material occuimexisection of the Grasberg open pit, resultingight fatalities. On December 12, 2003, a
debris flow involving a relatively small amountlobse material occurred in the same section obgien pit resulting in only minor property
damage. All material involved in the affected mgareas was removed. The events caused us t@attshort-term mine sequencing plans,
which adversely affected our 2003 and 2004 produactiVhile we resumed normal production activitie$he second quarter of 2004, no
assurance can be given that similar events wilbeotr in the future.

The terrorist attacks in the United States on Septaber 11, 2001, subsequent attacks in Indonesia atitke potential for additional
future terrorist acts and other recent events havereated economic and political uncertainties thata@uld materially and adversely
affect our business and the prices of our securitie

On August 31, 2002, three people were killed andth&rs were wounded in an ambush by a group ofemtified assailants. The assailants
shot at several vehicles transporting internaticoakract teachers from our school in Tembagaphed, family members, and other
contractors to PT Freeport Indonesia on the road fiembagapura, the mining town where the majarfity T Freeport Indonesia [gersonne
reside. We, along with the U.S. government, therabmdonesian government, the Papuan provincidllacal governments, and leaders of
the local people residing in the area of our op@natcondemned the attack. Indonesian authoritidstee U.S. FBI investigated the incident,
which resulted in the U.S. indictment of an allegpérational commander of the Free Papua Movematitil Freedom Force. In January
2006, Indonesian Police, accompanied by FBI agantssted the alleged operational commander ifrtee Papua Movement/National
Freedom Force and 11 other Papuans.

On October 12, 2002, a bombing killed 202 peopli@élindonesian province of Bali, which is 1,500amiwest of our mining and milling
operations. Indonesian authorities arrested 35Ipa@ngonnection with this bombing and 29 of thasested have been tried and convicted.
On August 5, 2003, 12 people were killed and or dthers were injured by a car bomb detonateddmuts the JW Marriott Hotel in
Jakarta, Indonesia. On September 9, 2004, 11 paagkekilled and over 200 others injured by a aanb detonated in front of the Australi
embassy in Jakarta. On October 1, 2005, threedsummbers killed 19 people and wounded over 1088rstin Bali. The same international
terrorist organizations are suspected in eacheasfdlincidents. In November 2005, Indonesian Pdéitked a house in East Java that resulted
in the death of other accused terrorists linketthéobombings discussed above. Our mining and mihiperations were not interrupted by
these incidents but our corporate office in Jaklai# to relocate for several months following thenbing in front of the Australian embassy.

We cannot predict whether there will be additianaldents similar to the recent shooting or bombiri§there were to be additional

separatist, terrorist or other violence in Indoag#icould materially and adversely affect ouribass and profitability in ways that we cannot
predict at this time.
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Terrorist attacks and other recent events havesdawscertainty in the world 's financial and inswra markets and may significantly increase
global political, economic and social instabilitgcluding in Indonesia. In addition to the Bali, Marriott Hotel and Australian embassy
bombings, there have been anti-American demonstr&in certain sections of Indonesia reportedlybigdadical Islamic activists. Radical
activists have also threatened to attack foreitgrésts and have called for the expulsion of Un8.British citizens and companies from
Indonesia.

It is possible that further acts of terrorism maydirected against the U.S. domestically or abraad,such acts could be directed against
properties and personnel of companies such as Bliesattacks and the resulting economic and palitiacertainties, including the potential
for further terrorist acts, have negatively impddtesurance markets. Moreover, while our propenty business interruption insurance covers
damages to insured property directly caused bgriem, this insurance does not cover damages asédocaused by war. Terrorism and war
developments may materially and adversely affechbosiness and profitability and the prices of securities in ways that we cannot predict
at this time.

Our profitability can vary significantly with fluct uations in the market prices of copper and gold.

Our revenues are derived primarily from the saleamfper concentrates, which also contain significaantities of gold and silver, and from
the sale of copper cathodes and anodes. Althougtelvenost of our copper concentrates under long-tntracts, the selling price is based
on world metal prices at or near the time of shipnand delivery.

During 2005, the daily closing prices on the Londpot market ranged from $1.39 to $2.11 per poonddpper and $411 to $538 per ounce
for gold. During 2004, the daily closing pricestbe London spot market ranged from $1.06 to $1ef%pund for copper and $374 to $456

per ounce for gold.

World copper prices have historically fluctuatedlaly and are affected by numerous factors beyondantrol, including:

the strength of the U.S. economy and the econoafiether industrialized and developing nations|udig China;

« available supplies of copper from mine productiod aventories;

sales by holders and producers of copper;

demand for industrial products containing copped a
« investment activity, including speculation, in cepas a commodity.

World gold prices also have historically fluctuateidiely and are affected by numerous factors beymrrccontrol, including:

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

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

» expectations with respect to the rate of inflation;

« interest rates;

» purchases and sales of gold by central banks et bolders;

» demand for jewelry containing gold; and

« investment activity, including speculation, in gelsla commodity.
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Any material decrease in market prices of coppeodd would materially and adversely affect oututessof operations and financial
condition. See our 2005 Annual Report incorpor&eckin by reference for an analysis of the effecbor revenues and net income of
changes in copper and gold prices.

Our Contracts of Work are subject to termination if we do not comply with our contractual obligationsand if a dispute arises, we ma
have to submit to the jurisdiction of a foreign cout or arbitration panel.

PT Freeport Indonesia 's Contracts of Work and m@mntracts of Work in which we have an interestexentered into under Indonesia ’s
1967 Foreign Capital Investment Law, which providaarantees of remittance rights and protectioimagaationalization. Our Contracts of
Work can be terminated by the Government of Indi@niésve do not satisfy our contractual obligatipmich include the payment of
royalties and taxes to the government and thefaetiisn of certain mining, environmental, safetyldrealth requirements. Indonesian
government officials have periodically raised qigest regarding our compliance with Indonesian eammvinental laws and regulations and the
terms of the Contracts of Work. In order to addtesse questions, the Indonesian government foarfadt-finding team in 2000 that
reviewed our compliance with all aspects of PT pogeelndonesia '€ontract of Work. We cannot assure you that, if wheén the Indonesic
government ’s report is released, the report wiiddude that we are complying with all of the pmiohs of PT Freeport Indonesia 's Contract
of Work.

Moreover, at times, certain government officials athers in Indonesia have questioned the valifigontracts entered into by the
Government of Indonesia prior to May 19982(, during the Suharto regime), including PT Freepadbnesia 's Contract of Work, which
was signed in December 1991. We cannot assurehgbtite validity of, or our compliance with the @aicts of Work will not be challenged
for political or other reasons. PT Freeport Indéaés Contracts of Work and our other Contract®\afrk require that disputes with the
Indonesian government be submitted to internatiartitration. Notwithstanding that provision, iflspute arises under the Contracts of
Work, we face the risk of having to submit to thagdiction of a foreign court or arbitration panhd if we prevail in such a dispute, we will
face the additional risk of having to enforce thégment of a foreign court or arbitration paneliageindonesia within its own territory.

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

Our Contracts of Work permit us to suspend certaintractually required activities, including exgton, for a period of one year by making
a written request to the Indonesian governments&hequests are subject to the approval of thenkglan government and are renewable
annually. If we do not request a suspension odanéed a suspension, then we are required to eantiar activities under the Contract of
Work or potentially be declared in default. Moreguga suspension continues for more than one f@aeasons other than force majeure
the Indonesian government has not approved sudinoation, then the government would be entitledaolare a default under the Contract
of Work.

We suspended our field exploration activities alésf Block A in recent years due to safety andiggcissues and regulatory uncertainty
relating to a possible conflict between our minamgl exploration rights in certain forest areas améhdonesian Forestry law enacted in 1999
prohibiting open-pit mining in forest preservatiareas. In 2001, we requested and received fror@tvernment of Indonesia, formal
temporary suspensions of our obligations undeCiratracts of Work in all areas outside of BlockRecent Indonesian legislation permits
open-pit mining in PT Freeport Indonesia 's Block@a, subject to certain requirements. We contioassess these requirements and
security issues. The timing for the resumptionxgfleration activities in our Contract of Work areasside of Block A depends on the
resolution of these matters.

Our mining operations create difficult and costly evironmental challenges, and future changes in ennanmental laws, or
unanticipated environmental impacts from our operatons, could require us to incur increased costs.

Mining operations on the scale of our operationBapua involve significant environmental risks ahdllenges. Our primary challenge is to
dispose of the large amount of crushed and grooacki material, called tailings, that results frore firocess by which we physically separate
the copper-, gold- and silver-bearing materialgnftbe ore that we mine. Our tailings managemenmnt ptes the river system near our mine to
transport the tailings to the lowlands where things and natural sediments are deposited in &albed area contained within a levee sys
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that will be revegetated. We incurred aggregatésaetating to tailings management of $8.7 millior2005, $11.8 million in 2004 and $8.3
million in 2003.

Another major environmental challenge is managwerlourden, which is the rock that must be movedeasi the mining process in order to
reach the ore. In the presence of air, water atwtally occurring bacteria, some overburden carseacid rock drainage, or acidic water
containing dissolved metals which, if not properignaged, can have a negative impact on the envéaohm

Certain Indonesian governmental officials have ftone to time raised issues with respect to olintgs and overburden management plans,
including a suggestion that we implement a pipefiggtem rather than our river deposition systentditings disposal. Because our mining
operations are remotely located in steep mountait@uain and in an active seismic area, a pipasiyséem would be costly, difficult to
construct and maintain, more prone to catastrofalilicre and involve environmental issues. An exaépanel of qualified experts, as directed
in our 300K ANDAL (the Environmental Impact Assessthdocument submitted to the Indonesian governmesmducted detailed reviews
and analyses of a number of technical studies. €bagluded that all significant impacts identifi@dre in line with the 300K ANDAL
predictions, and that the current system of rivetailings management was appropriate considetirgite-specific factors. For these reasons,
we do not believe that a pipeline system is necgssepractical.

We anticipate that we will continue to spend sigaifit financial and managerial resources on enmiemtal compliance. In addition, changes
in Indonesian environmental laws or unanticipatedirenmental impacts from our operations could megus to incur significant
unanticipated costs.

The volume and grade of the reserves we recover awodr rates of production may be more or less than & anticipate.

Our reserve amounts are determined in accordartbeestablished mining industry practices and statgjdut are estimates of the mineral
deposits that can be recovered economically arall{elgased on currently available data. Our oreidmdhay not conform to standard
geological expectations, and estimates may chamgew data become available. Because ore bodiestdmntain uniform grades of
minerals, our metal recovery rates will vary frame to time, which will result in variations in tvelumes of minerals that we can sell from
period to period. Some of our reserves may becampeotitable to develop if there are unfavorablegidarm market price fluctuations in
copper and gold, or if there are significant insesain our operating or capital costs. In additaur, exploration programs may not result in
the discovery of additional mineral deposits thataan mine profitably.

We do not expect to mine all of our reserves beforthe initial term of our Contract of Work expires.

All of our current proven and probable reservesluding the Grasberg deposit, are located in BlcKhe initial term of our Contract of
Work covering these reserves expires at the e2@2f. We can extend this term for two successivgeHd periods, subject to the approve
the Indonesian government, which under our ConttB¥ork cannot be withheld or delayed unreasonablyr reserves reflect estimates of
minerals that can be recovered through the en@4f 2i.e ., through the expiration of the two 10-year extems) and our current mine plan
has been developed, and our operations are bagbé assumption that we will receive the two 10ry@densions. As a result, we will not
mine all of our reserves during the current ternowf Contract of Work, and there can be no assertimat the Indonesian government will
approve the extensions. Prior to the end of 20Zlexpect to mine approximately 44 percent of aggeegroven and probable recoverable
at December 31, 2005, representing approximatelyes@ent of PT Freeport Indonesia 's share of rehle copper reserves and
approximately 65 percent of its share of recovergjold reserves.

Servicing our debt will require a significant amourt of cash, and our ability to generate sufficientash depends on many factors, some
of which are beyond our control.

Our ability to make payments on and to refinancenoaturing debt depends on our ability to genesatécient cash flow. This ability, to a
significant extent, is subject to commodity prieesl general economic, financial, regulatory, pwiitiand other factors that are beyond our
control. In addition, our ability to borrow funds the future to service our debt will depend on tingethe financial covenants in ourA®
senior notes due 2010, our% senior notes due 2014, our bank credit facilidied other debt agreements we may have in thesfufuture
borrowings may not be available to us under ouklzaiadit facilities or from the capital marketsamounts sufficient to enable us to pay our
obligations as they mature or to fund other ligyidieeds. As a result, we may
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need to refinance all or a portion of our debt obe&fore maturity. Any inability to generate sufiot cash flow or refinance our debt on
favorable terms could materially and adverselydfér financial condition.

Covenants in our bank credit facilities impose restctions on us.
Although we currently have no amounts outstandimgen our bank credit facilities, our bank credtilities:
« restrict the repurchase of, and payment of dividesrdd our common stock under certain circumstances;

« limit, among other things, our ability to:

. incur additional indebtedness;

. make investments;

. engage in transactions with affiliates;
. create liens on our assets; and

« require us to maintain specified financial ratiosl @atisfy financial condition tests.
Events beyond our control, including changes iregaineconomic and business conditions, may affectbility to satisfy these covenants,
which could result in a default. If an event ofaldf occurs, the banks could declare any amouritanding together with accrued interes
be immediately due and payable. An event of defaudter our bank credit facilities may also giveettie an event of default under our other
existing and future debt agreements.
Covenants in our 104% senior notes due 2010 and’%% senior notes due 2014 also impose restrictions ws.
Our 104% senior notes and ouis8b6 senior notes limit, among other things, our aptl:

 pay dividends on our common stock and repurchadeeateem certain classes of our capital stock;

« incur additional indebtedness;

« make investments;

« engage in transactions with affiliates; and

« create liens on our assets.
Movements in foreign currency exchange rates or ierest rates could negatively affect our operatingasults.
All of our revenues and a significant portion of costs are denominated in U.S. dollars; howewsnescosts, and certain asset and liability
accounts are denominated in Indonesian rupiah raliest dollars or euros. As a result, we are gdlydiesss profitable when the U.S. dollar
weakens in relation to these foreign currencies.
The rupiah/U.S. dollar daily closing exchange rateged from 9,142 to 10,753 rupiah per U.S. dalaing 2005, and on December 30, 2(
the closing exchange rate was 9,825 rupiah perddlar compared with 9,270 rupiah per U.S. datlaDecember 31, 2004. During 2005,
the Australian dollar/U.S. dollar daily closing &range rate ranged from $0.72 to $0.80 per Austradlar and the euro/U.S. dollar daily
closing exchange rate ranged from $1.16 to $1.8@pe. On December 30, 2005, the closing excheaigs were $0.73 per Australian do
and $1.18 per euro, compared with the Decembe2@¥ closing exchange rates of $0.78 per Austra@lar and $1.36 per euro.
From time to time, we have in the past and mapénftiture implement currency hedges intended toaedur exposure to changes in foreign

currency exchange rates. However, our hedgingesfied may not be successful, and any of our unlieftgeign exchange payment
requirements will continue to be subject to mafkeattuations.



32




Table of Contents

In addition, our bank credit facilities are basedflactuating interest rates. Accordingly, an irase in interest rates could adversely affect our
results of operations and financial condition.

Because we are a holding company, our ability to gaour debts depends upon the ability of our subsidries to pay us dividends and to
advance us funds. In addition, our ability to partcipate in any distribution of our subsidiaries’ asets is generally subject to the prior
claims of the subsidiaries’ creditors.

Because we conduct business primarily through REport Indonesia, our major subsidiary, and othibsigliaries, our ability to pay our
debts depends upon the earnings and cash flow &r&dport Indonesia and our other subsidiarieslagid ability to pay us dividends and to
advance us funds. Contractual and legal restristapplicable to our subsidiaries could also linit ability to obtain cash from them. Our
rights to participate in any distribution of outbsidiaries’ assets upon their liquidation, reorgation or insolvency would generally be
subject to the prior claims of the subsidiariegditors, including any trade creditors and prefisieareholders.

| tem 1B. Unresolved Staff Comments.

Not applicable

Item 3. Legal Proceedings.

We are involved from time to time in various legabceedings of a character normally incident todittBnary course of our business. We
believe that potential liability in such proceedingould not have a material adverse effect onioantial condition or results of operations.
We maintain liability insurance to cover some, bat all, potential liabilities normally incident the ordinary course of our business as well
as other insurance coverage customary in our bssiméth coverage limits that we deem prudent.

Item 4. Submission of Matters to a Vote of Securityolders.

Not applicable

Executive Officers of the Registrant.

Certain information as of March 1, 2006 about owgceitive officers, including their position or af@ with FCX, PT Freeport Indonesia and
Atlantic Copper, is set forth in the following tebdnd accompanying text:

Name Age Position or Office

James R. Moffett 67 Chairman of the Board of FCX. President Commisgiafie
PT Freeport Indonesia.

Richard C. Adkerson 59 President and Chief Executive Officer of FCX. Dimrcand
Executive Vice President of PT Freeport Indonesia.
Chairman of the Board of Directors of Atlantic Cepp

Michael J. Arnold 53 Chief Administrative Officer of FCX. Director,
Executive Vice President and Chief Financial Officg
PT Freeport Indonesia.

Mark J. Johnson 46 Senior Vice President and Chief Operating OffidelFGX.
Adrianto Machribie 64 President Director of PT Freeport Indonesia.
Kathleen L. Quirk 42 Senior Vice President, Chief Financial Officer and

Treasurer of FCX. Commissioner of PT Freeport |reckien
Director of Atlantic Copper.

James R. Moffehas served as Chairman of the Board of FCX sin@2.1dr. Moffett previously served as the Chief Bxidee Officer of



FCX from July 1995 until December 2003. He is d@sesident Commissioner of PT Freeport IndonesiaGow€hairman of the Board of
McMoRan Exploration Co. (McMoRan).
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Richard C. Adkersohas served as FCX s President since April 1997Cinidf Executive Officer since December 2003. Mdkarson
previously served as FCX Ghief Financial Officer from October 2000 to DecemB003. Mr. Adkerson is also a director and Exgewice
President of PT Freeport Indonesia, Chairman oBiterd of Directors of Atlantic Copper, and Co-CGhain of the Board of McMoRan.
From November 1998 to February 2004, he also sasdtesident and Chief Executive Officer of McMoRa

Michael J. Arnolchas served as th&hief Administrative Officer of FCX since Decemi#803. He also served as a director and Executive
Vice President of PT Freeport Indonesia since Mz§81

Mark J. Johnsolhas served as the Senior Vice President and Cipiefa@ing Officer of FCX since December 2003 anfias President of
PT Freeport Indonesia since February 2002. He pusly served as Vice President of FCX from July2@December 2003.

Adrianto Machribiehas served as President Director of PT Freepodnesia since March 1996.

Kathleen L. Quirkhas served as FCX’s Senior Vice President, Chigdifgial Officer and Treasurer since December 2868.previously
served as the Vice President and Treasurer of FQX February 2000 to December 2003, and as Vicgid&et from February 1999 to
February 2000. Ms. Quirk has also served as a Cesiomier of PT Freeport Indonesia since April 2G&0the Senior Vice President and
Treasurer of McMoRan since April 2002 and as Vicesilent and Treasurer of McMoRan from January 260%pril 2002.

PART Il

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

Unregistered Sales of Equity Securities

In January 2006, we privately negotiated a tramsaetith holders representing $11.0 million of ai% Convertible Senior Notes due 2011 to
induce conversions into 0.4 million shares of F@¥neon stock. This transaction is in reliance onekemption from registration provided
under Section 3(a)(9) of the Securities Act of 1933

Class B Common Shares

Our Class B common shares trade on the New YorgkStachange (NYSE) under the symbol “FCX.” The F&hére price is reported daily

in the financial press under “FMCG” in most listingf NYSE securities. At year-end 2005, the nunaférolders of record of our Class B
common shares was 8,649. NYSE composite tape 8lassnmon share price ranges during 2005 and 2d@Wfo

2005 2004
High Low High Low
First Quarter $ 43.9( $ 35.1Z $ 44.9( $ 35.0¢
Second Quarter 40.31 31.52 39.8¢ 27.7¢
Third Quarter 49.4¢ 37.1: 42.1: 31.5¢
Fourth Quarter 56.3¢ 43.41 4258 33.9¢

As of March 1, 2006, there were approximately 8,B@lters of record of our Class B common stock.
Common Share Dividends

In February 2003, the Board of Directors initiatedash dividend for FCX’s common stock of $0.09g#&re quarterly beginning May 1,
2003. In October 2003, the Board authorized areeme in the cash dividend to an annual rate o038 share and increased the dividend
again in October 2004 to an annual rate of $1.0Glpare. In December 2004, the Board authorizegplemental common stock dividend of
$0.25 per share, and during 2005 the Board augétizree supplemental dividends of $0.50 per gbaickon March 31, 2005, September
2005 and December 30, 2005. In November 2005, tie@dBauthorized an increase in our annual comnuuk stividend to $1.25 per share
(from $1.00 per share) payable quarterly ($0.31&5spare) beginning with the
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February 1, 2006 dividend payment. In additionJanuary 31, 2006, the Board authorized a supplethéinidend of $0.50 per share paye
on March 31, 2006 to shareholders of record asaici 15, 2006.

Below is a summary of the common stock cash divddeteclared and paid for the quarterly periods08B2and 2004, and the 2005 and 2004
supplemental dividends:

2005 2004
Amount Pe Amount Pe
Share Record Date Payment Date Share Record Date Payment Date
First Quarter $0.2¢ Jan. 14, 20C Feb. 1, 200 $0.2( Jan. 15, 20C Feb. 1, 200
Supplemental dividend 0.5C Mar. 15, 200 Mar. 31, 200 N/A N/A N/A
Second Quarter 0.2t Apr. 15, 200! May 1, 200! 0.2C Apr. 15, 200: May 1, 200:
Third Quarter 0.2t July 15, 200 Aug. 1, 200! 0.2C July 15, 200 Aug. 1, 200
Supplemental dividend 0.5C Sept. 15, 20C Sept. 30, 20C N/A N/A N/A
Fourth Quarter 0.2t Oct. 14, 200 Nov. 1, 200! 0.2t Oct. 15, 200 Nov. 1, 200.
Supplemental dividend 0.5C Dec. 15, 200 Dec. 30, 200 0.2t Dec. 20, 200 Dec. 29, 200

The declaration and payment of dividends is atiberetion of our Board and will depend on our ficial results, cash requirements, future
prospects and other factors deemed relevant bBdhed. In addition, payment of dividends on our coom stock and purchases of common
stock are subject to limitations under out<2@ Senior Notes and/8% Senior Notes and, in certain circumstances, mditfacility.

Issuer Purchases of Equity Securities

In October 2003, our Board of Directors approvetta open market share purchase program for up toili®n shares, which replaced our
previous program. The program does not have anatiqi date. No shares were purchased during tee-month period ended December
31, 2005, and 14.2 million shares remain avail&dngurchase.

Item 6. Selected Financial Data.

The information set forth under the caption “SeadedFinancial and Operating Data” of our 2005 AnrRport is incorporated herein by
reference.

Our ratio of earnings to fixed charges was as fadldor the years presented.

Years Ended December 31,

2005 2004 2003 2002 2001

Ratio of earnings to fixed charges 15.7x 4.7x 3.9x 3.4x 2.9x
Ratio of earnings to fixed charges

and preferred stock dividends 8.1x 2.8x 3.0x 2.5% 2.1x

For the ratio of earnings to fixed charges caléohatearnings consist of ptax income from continuing operations before mityointerests it
consolidated subsidiaries, income or loss fromtgdqoivestees and fixed charges. Fixed chargesdecinterest and that portion of rent
deemed representative of interest. For the rateaafings to fixed charges and preferred stoclddivis calculation, we assumed that our
preferred stock dividend requirements were equiiéqre-tax earnings that would be required teectivose dividend requirements. We
computed those pre-tax earnings using actual tas far each year.

Items 7. and 7A. Management'’s Discussion and Analigsof Financial Condition and Results of Operatiorand Quantitative and
Qualitative Disclosures About Market Risk.

The information set fourth under the caption “Mam@agnt’s Discussion and Analysis” of our 2005 AnrRRaport is incorporated herein by
reference.

Item 8. Financial Statements and Supplementary Data

Our financial statements and the notes theretaehert thereon of Ernst & Young LLP, each as sehfin our 2005 Annual Report, are in



corporated herein by reference.
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Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure.

Not applicable

Item 9A. Controls and Procedures.

€)) Evaluation of disclosure controls and proeceduOur chief executive officer and chief financidficer, with the participation of
management, have evaluated the effectiveness d¢timatosure controls and procedures” (as defimeRules 13a-14(c) and 15d-14(c) under
the Securities Exchange Act of 1934) as of theadrile period covered by this annual report on FbérK. Based on their evaluation, they

have concluded that our disclosure controls andguiores are effective in timely alerting them tdemial information relating to FCX
(including our consolidated subsidiaries) requit@tie disclosed in our periodic SEC filings.

(b) Changes in internal control¥here has been no change in our internal coat@i financial reporting that occurred during the
fourth quarter that has materially affected, aei@sonably likely to materially affect our intermaintrol over financial reporting.

(c) Management 's annual report on internal adrdver financial reporting and the report therebikrnst & Young LLP are
incorporated herein by reference to our 2005 AnReglort.

Item 9B. Other Information.

Not applicable

PART III

Item 10. Directors and Executive Officers of the Rgistrant.

The information set forth under the captions “Imfiation About Director Nominees” and “Section 1@a&neficial Ownership Reporting
Compliance” of our definitive Proxy Statement toftbed with the SEC, relating to our 2006 Annual &fieg to be held on May 4, 2006, is
incorporated herein by reference. The informateguired by Item 10 regarding our executive officgspears in a separately captioned
heading after Item 4 in Part | of this report.

Item 11. Executive Compensation.

The information set forth under the captions “DicecCompensation” and “Executive Officer Comperwmatiof our definitive Proxy
Statement to be filed with the SEC, relating to 2006 Annual Meeting to be held on May 4, 2006ni®rporated herein by reference.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter.

The information set forth under the captions “St@knership of Directors and Executive Officers,td8 Ownership of Certain Beneficial
Owners” and “Proposal to Adopt the 2006 Stock ItigenPlan” of our definitive Proxy Statement tofiled with the SEC, relating to our
2006 Annual Meeting to be held on May 4, 2006n&orporated herein by reference.

Item 13. Certain Relationships and Related Transaans.

The information set forth under the caption “Certéransactions” of our definitive Proxy Statemenbe filed with the SEC, relating to our
2006 Annual Meeting to be held on May 4, 2006ntorporated herein by reference.

Item 14. Principal Accounting Fees and Services.

The information set forth under the caption “Indegent Auditors” of our definitive Proxy Statemeattte filed with the SEC, relating to our
2006 Annual Meeting to be held on May 4, 2006ntorporated herein by reference.

36




Table of Contents
PART IV
Item 15. Exhibits, Financial Statement Schedules.

@)(1). Financial Statements.

Reference is made to Item 8 and the Index to FinhBtatements appearing on page F-1 hereof.

@)(2). Financial Statement Schedules.

Reference is made to the Index to Financial Statésregppearing on page F-1 hereof.
(a)(3). _Exhibits.

Reference is made to the Exhibit Index beginningpage E-1 hereof.
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SIGNATURES

Pursuant to the requirements of Section 13 of #mufities Exchange Act of 1934, the registrantchdy caused this report to be signed on its
behalf by the undersigned, thereunto duly authdrine March 14, 2006.

Freeport-McMoRan Copper & Gold Inc.

By: /s/ Richard C. Adkerson

Richard C. Adkerson
President and
Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed &ydhowing persons on behalf of the
registrant in the capacities indicated on March2DO6.

* Chairman of the Board
James R. Moffett

* Vice Chairman of the Board
B. M. Rankin, Jr.

/sl Richard C. Adkerson President and Chief Executive Officer
Richard C. Adkerson (Principal Executive Officer)
/s/ Kathleen L. Quirk Senior Vice President, Chief Financial Officer and
Kathleen L. Quirk Treasurer

(Principal Financial Officer)

* Vice President and Controller - Financial Reporting
C. Donald Whitmire, Jr. (Principal Accounting Officer)
* Director

Robert J. Allison, Jr.

* Director
Robert A. Day

* Director
Gerald J. Ford

* Director
H. Devon Graham, Jr.

* Director
J. Bennett Johnston
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* Director
Bobby Lee Lackey

* Director
J. Taylor Wharton

By: /sl Richard C. Adkerson
Richard C. Adkerson
Attorney-in-Fact
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FREEPORT-McMoRan COPPER & GOLD INC.
INDEX TO FINANCIAL STATEMENTS

Our financial statements and the notes theretoftadeport of Ernst & Young LLP included in our@®Annual Report are incorporated
herein by reference. The financial statementsliedule | listed below should be read in conjunctigth our financial statements included in
our 2005 Annual Report incorporated herein by exfee.

Page
Report of Independent Registered Public AccourfEing F-1
Schedule I-Condensed Financial Information of Riegsid F-2
Schedule lI-Valuation and Qualifying Accounts F-5

Schedules other than the ones listed above havedmeitted since they are either not required, ppliaable or the required information is
included in the financial statements or notes tioere

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF
FREEPORT-McMoRan COPPER & GOLD INC.

We have audited the consolidated financial statésnefi-reeport-McMoRan Copper & Gold Inc. (the Cemyp) as of December 31, 2005
and 2004 and for each of the three years in thegpended December 31, 2005, and have issued partithereon dated February 24, 2006.
Our audits also included the schedules listedénnidex above for this Form 10-K. The schedulgsdisn the index above are the
responsibility of the Company 's management. Ospoasibility is to express an opinion based onawulits.

In our opinion, the schedules referred to abovesndonsidered in relation to the basic consolidéitexhcial statements taken as a whole,
present fairly in all material respects the infotimia set forth therein.

Ernst & Young LLP

New Orleans, Louisian
February 24, 2006
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FREEPORT-McMoRan COPPER & GOLD INC.
SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REGTRANT
BALANCE SHEETS

December 31,

2005 2004
Assets: (In Thousands)
Cash $ 145.21' $ 98,12¢
Restricted cash and investments - 50C
Interest receivable 1,34¢ 1,29¢
Due from affiliates 37,09¢ 31,97:
Notes receivable from PT Freeport Indone 179,88 192,38:
Notes receivable from Atlantic Copf 189,50( 189,50(
Notes receivable from PT Puncakjaya Po 135,42t -
Investments in PT Freeport Indonesia and PT Indeeomvestama 2,355,27. 2,326,08!
Investment in Atlantic Copper 122,90¢ 104,97:
Investment in PT Puncakjaya Power 82,537 83,82«
Other assets 94,62: 100,99!
Total assets $ 3,343,80: $ 3,129,65!
Liabilities and Stockholders’ Equity:
Accounts payable and accrued liabilities $ 40,69 $ 18,85:
Accrued interest payable 31,11 46,19¢
Long-term debt, including current portion 1,188,39. 1,683,69
Other long-term liabilities 51,59¢ 44,63¢
Deferred income taxes 189,01¢ 172,62:
Stockholders' equity 1,842,99. 1,163,64'
Total liabilities and stockholders’ equity $ 334380 $ 3,129,65

The footnotes to the consolidated financial statesef FCX contained in FCX ’s 2005 Annual Reporstockholders incorporated by
reference are an integral part of these statements.

F-2




Table of Contents

FREEPORT-McMoRan COPPER & GOLD INC.
SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REGTRANT
STATEMENTS OF INCOME

Years Ended December 31,
2005 2004 2003
(In Thousands)

Income from investments in PT Freeport Indonesah an

PT Indocopper Investama, net of tax provisions $ 1,270,26' $ 380,41¢ $ 421,49:
Net income (loss) from investment in Atlantic Cop 17,84: (103,389 (58,53¢)
Income from investment in PT Puncakjaya Power 15,64: 15,71: 6,521
Intercompany charges and eliminati@ 8,36¢ 88,67¢ 72,58¢
General and administrative expenses (19,43) (18,059 (14,93Y)
Depreciation and amortization (14,697 (11,329 (13,557
Interest expense, net (115,64) (125,679) (151,45)

Interest income on PT Freeport Indonesia and Adadopper
notes receivable:

Gold and silver production payment loans 9,05¢ 9,037 13,68
Promissory notes 17,57( 5,24¢ -
Other income, net 5,392 2,897 4,71
Gains on sales of assets 6,631 21,28: -
Losses on early extinguishment and conversion bf de (30,779 (10,17¢) (30,26%)
Provision for income taxes (175,099 (52,387 (43,919
Cumulative effect of change in accounting principlet - - (24,67 °
Net income 995,12 202,26 181,66(
Preferred dividends (60,500 (45,49)) (27,447
Net income applicable to common stc $ 934,62° $ 156,77¢ $ 154,21

a. Includes reimbursements from PT Freeport Indor@séhRio Tinto, FCX ’s joint venture partner, totg)i$73.7 million in 2005, $94.3
million in 2004 and $69.1 million in 2003 for cerid=CX stock option exercises.

b. Effective July 1, 2003, FCX adopted SFAS No. 150 eetlassified its mandatorily redeemable prefestedk as debt and recorded a
cumulative effect charge to accelerate amortizatiotheferred financing costs. SFAS No. 150 doesatiotv restatement of prior periods.

The footnotes to the consolidated financial statesef FCX contained in FCX ’s 2005 Annual Reporstockholders incorporated by
reference are an integral part of these statements.
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FREEPORT-McMoRan COPPER & GOLD INC.
SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REGTRANT
STATEMENTS OF CASH FLOWS

Years Ended December 31,
2005 2004 2003
(In Thousands)

Cash flow from operating activities:
Net income $ 995,12" $ 202,26 $ 181,66(
Adjustments to reconcile net income to net caskl irs@perating activities:

Income from investments in PT Freeport Indonesah an

PT Indocopper Investama (1,270,269 (380,419 (421,49)
Deferred income taxes 20,85: 37,27, 41,66¢
Net (income) loss from investment in Atlantic Coppe (17,847 103,38t 58,53¢
Income from investment in PT Puncakjaya Power (15,64) (15,717 (6,527
Elimination of intercompany profit 65,33t 5,594 (3,500
Dividends received from PT Freeport Indonesia and

PT Indocopper Investama 1,179,20. 96,98 -

Dividends received from PT Puncakjaya Power 16,92¢ 8,571 9,73¢
Depreciation and amortization 14,69: 11,32¢ 13,557
Amortization of deferred financing costs 4,52¢ 4,81¢ 6,157
Gains on sales of assets (6,63)) (21,28) -
Losses on early extinguishment and conversion bf de 30,77¢ 10,17¢ 30,26¢
Cumulative effect of change in accounting principle - - 24,67
(Increase) decrease in interest receivable andrdoeaffiliates (1,379 9,43t (13,437
(Decrease) increase in accounts payable and ackabdidies (10,109 (1,577 21,83:
Increase (decrease) in accrued income taxes 16,97: 2,467 (319
Increase in long-term compensation benefits 10,07¢ 13,00( 5,71¢
Other 2,23¢ 2,17¢ 922
Net cash provided by (used in) operating activities 1,034,86. 88,49 (50,539

Cash flow from investing activities:

Sale of assets 6,631 21,63¢ -
Capital expenditures and other (9,090 (3,446 (2,089
Sale of restricted investments - 21,80¢ 73,62¢
Investment in Atlantic Copper - (202,000 (20,000
Investment in PT Puncakjaya Power - - (78,367
Net cash used in investing activities (2,459 (162,009 (16,82)

Cash flow from financing activities:
Cash dividends paid:

Common stock (452,510 (198,78)) (41,687
Convertible perpetual preferred stock (60,500 (35,460) -
Step-up convertible preferred stock (@)} (20 (24,557
Mandatory redeemable preferred stock - - (9,18))
Net proceeds from sale of senior notes - 344,35: 1,046,43
Net proceeds from sale of convertible perpetudigored stock - 1,067,00! -
Repayment of debt (396,919 (260,299 (931,136
Redemption of step-up convertible preferred stock (21%) (1,172 (5,799
Repayment from PT Freeport Indonesia - 30,00( 245,12:
Repayments to PT Freeport Indonesia - - (81,500

Purchase of FCX common shares from Rio Tinto - (881,86%) -



Purchases of other FCX common shares
Net proceeds from exercised stock options
Other

Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equis

Cash at beginning of year
Cash at end of year

Interest paid
Taxes paid

(80,227 (99,477 -
5,081 3,19¢ 68,77¢
(22) (1,547 6,25¢
(985,31)) (34,069 272,74
47,09( (107,57 205,39
98,12t 205,70 31C
$ 14521 $ 98,12F $ 205,70
$ 126,94! $ 124,90. $ 126,87!
$ 117,04 $ 12,68. $ 1,02¢

The footnotes to the consolidated financial statemef FCX contained in FCX ’s 2005 Annual Reporstockholders incorporated by

reference are an integral part of these statements.
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FREEPORT-McMoRan COPPER & GOLD INC.
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

Col. A ColB Col. C Col.D Col. E
Additions
Balance at Charged to Other
Beginning of Charged to Costs Other Add Balance at
Period and Expense Accounts (Deduct) End of Perioc

Reserves and allowances deducted
from asset accounts:

2005
Materials and supplies reserves:
PT Freeport Indonesia $ 16,99¢ $ 6,00C $ - $ (6,416 2 $ 16,57¢
Atlantic Copper 13¢ - - (139 a -
2004
Materials and supplies reserves:
PT Freeport Indonesia 16,11( 3,52¢ - (2,640 a 16,99¢
Atlantic Copper 1,49¢ 1,391 - (2,750 a 13¢
2003
Materials and supplies reserves:
PT Freeport Indonesia 15,30: 6,00( - (5,199 a 16,11(
Atlantic Copper 52C 97¢ - - 1,49¢

Reclamation and mine
shutdown reserves:

2005
PT Freeport Indonesia 22,01( 2,70¢ 1,74¢ - 26,46
Atlantic Copper 83¢ 11z (79¢) 15z
2004
PT Freeport Indonesia 25,69¢ 2,84¢ - (6,534 b 22,01(
Atlantic Copper 79C 212 - (169 83¢
2003
PT Freeport Indonesia 29,17t 2,781 60E (6,86%) ¢ 25,69¢
Atlantic Copper - 17C - 62C 79C

Reserves for non-income taxes:

2005
PT Freeport Indonesia 17,81¢ 4,50( - (4,267 ¢ 18,15¢
Atlantic Copper 1,09t - - (14¢€) 94¢
2004
PT Freeport Indonesia 17,97¢ 3,85¢ - (4,019 ¢ 17,81¢
Atlantic Copper 1,022 - - 73 1,09t
2003
PT Freeport Indonesia 15,30¢ 3,28¢ - (614 d 17,97¢
Atlantic Copper 84¢ - - 174 1,022

a. Primarily represents write-offs of obsolete materand supplies inventories.

b. Represents impact of changes in reclamation arsdicestimates.

c. Includes $(1.2) million for liabilities settled 2003, $(4.3) million for changes in reclamation atabure estimates and $(1.4) million for
cumulative effect adjustment for adoption of SFA& M43, “Accounting for Asset Retirement Obligagdn

d. Represents amounts paid or adjustments to reskeasesl on revised estimates.
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Exhibit
Number

3.1

3.2

3.3

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

Freeport-McMoRan Copper & Gold Inc.
EXHIBIT INDEX

Description

Amended and Restated Certificate of IncorporatioRreeport-McMoRan Copper & Gold Inc. (FCX). Incorpted by reference
to Exhibit 3.1 to the Quarterly Report on Form 1@fQJ-CX for the quarter ended March 31, 2002 (t@XR002 First Quarter
Form 10-Q).

Certificate of Amendment to Amended and Restatatifiéate of Incorporation of FCX. Incorporated sference to Exhibit 3.1
to the Quarterly Report on Form 10-Q of FCX for thmrter ended March 31, 2003 (the FCX 2003 Fitsre@r Form 10-Q).

Amended and Restated By-Laws of FCX as amendesktafé January 31, 2006. Incorporated by referém&xhibit 3.3 to the
Current Report on Form 8-K of FCX dated January28D6.

Deposit Agreement dated as of July 25, 1994, ankd@)g, Mellon, as Depositary, and holders of depogitaceipts (Silver-
Denominated Depositary Receipts) evidencing ceilapositary Shares, each of which, in turn, inifiaépresented 0.025 shares
of Silver-Denominated Preferred Stock. Incorpordtgdeference to Exhibit 4.7 to the Quarterly Répor Form 10Q of FCX for
the quarter ended June 30, 2002 (the FCX 2002 8eQaarter Form 10-Q).

Form of Silver-Denominated Depositary Receipt. hpooated by reference to Exhibit 4.8 to the FCX23@&cond Quarter Form
10-Q.

Certificate of Designations of 5¥%2% Convertible Reual Preferred Stock of FCX. Incorporated by mfiee to Exhibit 4.1 to the
Current Report on Form 8-K of FCX dated March 342 and filed March 31, 2004.

Amended and Restated Credit Agreement dated aspté@ber 30, 2003, but effective as of OctobefR32among FCX, PT
Freeport Indonesia, the several financial institudithat are parties thereto, U.S. Bank Trust Natidssociation, as PT Freeport
Indonesia Trustee, J.P. Morgan Securities IncAreanger, and JPMorgan Chase Manhattan Bank as mistimsitive Agent,
Issuing Bank, Security Agent, JAA Security Agentl@ocumentation Agent. Incorporated by referencéxoibit 4.7 to the
Quarterly Report on Form 10-Q of FCX for the quaeieded September 30, 2003.

Senior Indenture dated as of November 15, 1996) #€X to The Chase Manhattan Bank, as Trusteerpocated by reference
to Exhibit 4.4 to the Registration Statement omkr&-3 of FCX filed November 5, 2001 (the FCX Novemb, 2001 Form S-3).

First Supplemental Indenture dated as of NovemBgf996, from FCX to The Chase Manhattan Bank,rast&e, providing for
the issuance of the Senior Notes and supplemetiten§enior Indenture dated November 15, 1996, ff@X to such Trustee,
providing for the issuance of the 7.50% Senior Natee 2006 and the 7.20% Senior Notes due 2026rdacated by reference
Exhibit 4.5 to the FCX November 5, 2001 Form S-3.

Indenture dated as of January 29, 2003, from FCKhmBank of New York, as Trustee, with respedch®10'% % Senior Notes
due 2010. Incorporated by reference to Exhibittd.the Current Report on Form 8-K of FCX dated kaby 6, 2003.

Indenture dated as of February 11, 2003, from F&€Xhe Bank of New York, as Trustee, with resped¢h7% Convertible
Senior Notes due 2011. Incorporated by referenéextibit 4.1 to the Current Report on Form 8-K @Xdated February 11,
2003 and filed February 25, 2003.

Indenture dated as of February 3, 2004, from FCXhe Bank of New York, as Trustee, with resped¢h®64% Senior Notes

due 2014. Incorporated by reference to Exhibit 4althe Annual Report on Form 10-K of FCX for tlechl year ended
December 31, 2003 (the FCX 2003 Form 10-K).
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4.10

411

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

Rights Agreement dated as of May 3, 2000, betwé&&X &d ChaseMellon Shareholder Services, L.L.CRights Agent.
Incorporated by reference to Exhibit 4.26 to theu@erly Report on Form 10-Q of FCX for the quadgaded March 31, 2000.

Amendment No. 1 to Rights Agreement dated as offeedp 26, 2002, between FCX and Mellon Investovies. Incorporated
by reference to Exhibit 4.16 to the FCX 2002 F@siarter Form 10-Q.

Contract of Work dated December 30, 1991, betwkerGovernment of the Republic of Indonesia and EEEport Indonesia.
Incorporated by reference to Exhibit 10.1 to thexF®vember 5, 2001 Form S-3.

Contract of Work dated August 15, 1994, betweerGheernment of the Republic of Indonesia and P lastern Minerals
Corporation. Incorporated by reference to Exhibilto the FCX November 5, 2001 Form S-3.

Participation Agreement dated as of October 1161B8tween PT Freeport Indonesia and P.T. RTZ-QRilanesia with respect
to a certain contract of work. Incorporated by refice to Exhibit 10.4 to the FCX November 5, 200inkS-3.

Agreement dated as of October 11, 1996, to AmeddRastate Trust Agreement among PT Freeport Iné@eSX, the RTZ
Corporation PLC, P.T. RTZRA Indonesia, RTZ Indonesian Finance Limited amdtHrust of New York, National Associatic
and The Chase Manhattan Bank, as AdministrativenAg\A Security Agent and Security Agent. Incomed by reference to
Exhibit 10.3 to the Current Report on Form 8-K @X-dated November 13, 1996 and filed November 9961

Concentrate Purchase and Sales Agreement datethweffBecember 11, 1996, between PT Freeport Inslaramd PT Smelting.
Incorporated by reference to Exhibit 10.3 to thexF®vember 5, 2001 Form S-3.

Second Amended and Restated Joint Venture andi8idees’ Agreement dated as of December 11, 1986ng Mitsubishi
Materials Corporation, Nippon Mining and Metals Qmany, Limited and PT Freeport Indonesia. Incorpeatdty reference to
Exhibit 10.5 to the FCX November 5, 2001 Form S-3.

Settlement Agreement dated December 17, 2004, betWaderwriters Subscribing to Certain PoliciesnRering the Original
Policy, Freeport-McMoRan Insurance Company Limitelll, Services Company (FMS) and FCX. Incorporateddfgrence to
Exhibit 10.7 to the Annual Report on Form 10-K @ for the fiscal year ended December 31, 2004 F@X 2004 Form 10K).

Executive Compensation Plans and Arrangements KixHi0.8 through 10.55)

Annual Incentive Plan of FCX as amended effectigbrbary 2, 1999. Incorporated by reference to Ekhil11 to the Annual
Report on Form 10-K of FCX for the fiscal year ethd@cember 31, 1998 (the FCX 1998 Form 10-K).

FCX Performance Incentive Awards Program as ameaftfedtive February 2, 1999. Incorporated by rafeesto Exhibit 10.13
to the FCX 1998 Form 10-K.

FCX President 's Award Program. Incorporated bgmerfice to Exhibit 10.7 to the FCX November 5, 2B6dm S-3.
FCX Adjusted Stock Award Plan. Incorporated by reffiee to Exhibit 10.12 to the FCX 2003 Form 10-K.

FCX 1995 Stock Option Plan. Incorporated by refeesto Exhibit 10.13 to the FCX 2003 Form 10-K.
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10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

FCX 1999 Stock Incentive Plan. Incorporated byneriee to Exhibit 10.13 to the Quarterly Report onnfr 10-Q of FCX for the
quarter ended June 30, 2005 (the FCX 2005 Secoad&iorm 10-Q).

Form of Notice of Grant of Nonqualified Stock Optsounder the 1999 Stock Incentive Plan. Incorpdrhtereference to Exhibit
10.14 to the FCX 2005 Second Quarter Form 10-Q.

Form of Restricted Stock Unit Agreement under tB@91Stock Incentive Plan. Incorporated by referandexhibit 10.15 to the
FCX 2005 Second Quarter Form 10-Q.

Form of Performance-Based Restricted Stock Uniie&grent under the 1999 Stock Incentive Plan. Incatpd by reference to
Exhibit 10.16 to the FCX 2005 Second Quarter FofrQQl

FCX 1999 Long-Term Performance Incentive Plan. tpomated by reference to Exhibit 10.19 to the AdiRegport of FCX on
Form 10-K for the year ended December 31, 1999K{X¥ 1999 Form 10-K).

FCX Stock Appreciation Rights Plan dated May 2,@206@corporated by reference to Exhibit 10.20 @ Quarterly Report on
Form 10-Q of FCX for the quarter ended June 30,13te FCX 2001 Second Quarter Form 10-Q).

FCX 2003 Stock Incentive Plan. Incorporated byneriee to Exhibit 10.19 to the FCX 2005 Second @uadrorm 10-Q.

Form of Notice of Grant of Nonqualified Stock Optgounder the 2003 Stock Incentive Plan. Incorpdrbtereference to Exhibit
10.20 to the FCX 2005 Second Quarter Form 10-Q.

Form of Restricted Stock Unit Agreement under tB@3Stock Incentive Plan. Incorporated by referandexhibit 10.21 to the
FCX 2005 Second Quarter Form 10-Q.

Form of Performance-Based Restricted Stock Uniie&grent under the 2003 Stock Incentive Plan. Incatpd by reference to
Exhibit 10.22 to the FCX 2005 Second Quarter FofrQ)l

FCX 1995 Stock Option Plan for Non-Employee Direstdncorporated by reference to Exhibit 10.23® EFCX 2005 Second
Quarter Form 10-Q.

FCX 2004 Director Compensation Plan. Incorporatgddfierence to Exhibit 10.24 to the FCX 2005 SecQuerter Form 10-Q.
FCX Director Compensation. Incorporated by refeestacExhibit 10.25 to the FCX 2004 Form 10-K.

FCX Supplemental Executive Retirement Plan datéudtuzey 26, 2004. Incorporated by reference to BExhid.26 to the FCX
2004 Form 10-K.

Amendment No. 1 to FCX Supplemental Executive Ratgnt Plan. Incorporated by reference to Exhihil 10 the Current
Report on Form 8-K of FCX dated May 3, 2005.

FCX 2005 Annual Incentive Plan. Incorporated byrehce to Exhibit 10.1 to the Current Report omi8K of FCX dated Ma
5, 2005.

Amended Financial Counseling and Tax Return Préjparand Certification Program of FCX. Incorporatgdreference to
Exhibit 10.18 to the FCX 2003 First Quarter FormaQ0
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[FM Services Company Letterhead]
October 13, 2005

Dr. Henry A. Kissinger
350 Park Avenue
New York, NY 1002z

Dear Dr. Kissinger:

Supplemental Agreement Providing an Extension to
Consulting Agreement of May 1, 1989

The purpose of this letter is to confirm the auttogenewal of your Consulting Agreement with FMr8ees. Your contracts under both
Kissinger Associates, Inc. dated December 22, 1898mended and Kent Associates Inc. dated Ma98B, hs amended are considered
renewed.

Each Agreement renews for an additional one-yeaogd&eginning January 1, 2006 and ending Dece@bgeP006. All other terms and
conditions of the Agreements as amended betweeayddrM Services shall remain the same.

Please confirm that the foregoing correctly setthfgour understanding with respect to this médtiesigning both originals of this
Supplemental Agreement and returning one to me.

Very truly yours,

/s/ Richard C. Adkerson

Richard C. Adkerson

Chairman of the Board and President
FM Services Company

AGREED TO AND ACCEPTED

BY: /s/ Dr. Henry A. Kissinger
Dr. Henry A. Kissinger

DATE: October 24, 2005




[FM Services Company Letterhead]
November 30, 200

B. M. Rankin, Jr.
300 Crescent Court, Suite 875
Dallas, Texas 75201

Dear Mr. Rankin:

The purpose of this letter is to confirm the auttmgenewal of your Consulting Agreement dated dayd, 1991, as amended (the
“Agreement”).

Your contract will automatically renew for an adgiital one-year period beginning January 1, 2008,earing December 31, 2006. All other
terms and conditions of the Agreement shall rertfensame.

Please confirm that the foregoing correctly setthfgour understanding with respect to this mdtiesigning both originals of this letter and
returning one to me.

Very truly yours,
/sl Richard C. Adkerson

Richard C. Adkerson
Chairman of the Board
President

FM Services Company

AGREED TO AND ACCEPTED
BY: /s/ B. M. Rankin, Jr. 12/5/05
B. M. Rankin, Jr. Date




[FM Services Company Letterhead]
October 13, 2005

Mr. J. Bennett Johnston, Jr.
1317 Merrie Ridge Road
McLean, Virginia 22101

Dear Mr. Johnston:

Supplemental Agreement Providing an Extension to th
Consulting Agreement of January 7, 1997

This Supplemental Agreement refers to the conguligreement of January 7, 1997 (The "Consultingeégrent™) with the undersigned, FM
Services Company (The "Company"), with respectaioryperformance of consulting services for FM Seggiand its subsidiaries and
affiliates (collectively with FM Services, the "leqgort Entities").

By way of this Supplemental Agreement, the Compaayld like to extend your Consulting Agreement frdamuary 1, 2006 through
December 31, 2006.

Please confirm that the foregoing correctly setthfgour understanding with respect to this médttesigning both originals of this
Supplemental Agreement and returning one to me.
Very truly yours,

/s/ Richard C. Adkerson

Richard C. Adkerson

Chairman of the Board and President
FM Services Company

AGREED TO AND ACCEPTED

BY: /s/ J. Bennett Johnston, Jr.
J. Bennett Johnston, Jr.

DATE: October 24, 2005




[FM Services Company Letterhead]

October 13, 2005

The Honorable Gabrielle K. McDonald
2001 Holcombe Boulevard, #3201
Houston, Texas 77030

Dear Judge McDonald:

Supplemental Agreement to the
Consulting Agreement of November 1, 1999

This Supplemental Agreement refers to the conguligreement of November 1, 1999 (the "ConsultingeAment"), with the undersigned,
FM Services Company (the "Company"), with respegtaur performance of consulting services for tleenpany and its subsidiaries and
affiliates.

By way of this Supplemental Agreement, the Compaayld like to extend your Consulting Agreement frdamuary 1, 2006 through
December 31, 2006. All other terms and conditidithe Consulting Agreement shall remain unchanged.

Please confirm that the foregoing correctly setthfgour understanding with respect to this médtiesigning both originals of this
Supplemental Agreement and returning one to me.

Very truly yours,
/s/ Richard C. Adkerson
Richard C. Adkerson

Chairman of the Board and President
FM Services Company

AGREED TO AND ACCEPTED:

BY: /sl Gabrielle K. McDonald
The Honorable Gabrielle K. McDonald

DATE: October 26, 2005




Computation of Ratio of Earnings
to Fixed Charges:

Income from continuing operations
Add:
Provision for income taxes

FREEPORT-McMoRan COPPER & GOLD INC.

Years Ended December 31,

Exhibit 12.1

Cumulative effect of accounting changes, net - -

Equity in PT Smelting (earnings) losses
Minority interests’ share of net income
Interest expense, net

Rental expense factor
Earnings available for fixed charges

Interest expense, net
Capitalized interest
Rental expense factor (a)

Fixed charges

Ratio of earnings to fixed charges (b)

Computation of Ratio of Earnings to Fixed Chargaes a

Preferred Dividends:

Income from continuing operations
Add:
Provision for income taxes

Cumulative effect of accounting changes, net - -

Equity in PT Smelting (earnings) losses
Minority interests’ share of net income
Interest expense, net

Rental expense factor
Earnings available for fixed charges

Interest expense, net
Capitalized interest
Rental expense factor (a)

Preferred dividends
Fixed charges

Ratio of earnings to fixed charges (c)

2005 2004 2003 2002 2001
(In Thousands)

$ 995,12 $ 202,26° $ 181,66( $ 164,65« 113,02
915,06¢ 330,68 338,05: 245,51¢ 202,97¢

15,59: 3,04¢ -
(9,302) (2,045 (5,609 4,181 5,137
126,74: 41,43° 48,46¢ 36,441 42,77:
131,63¢ 148,10: 197,01 171,20¢ 173,59!

1,697 1,342 1,023 - -
$ 216097 $ 721,78: $ 776,21( 625,05: 537,50¢
$ 131,63¢ $ 148,10! $ 197,01 171,20¢ 173,59!
4,13 2,86( 2,99/ 12,24¢ 9,43¢

1,69 1,34 1,027 - -
$ 137,46¢ $ 152,30 $ 201,03¢ 183,45: 183,03
15.7» 4.7x 3.9x 3.4x 2.9x

Years Ended December 31,
2005 2004 2003 2002 2001
(In Thousands)

$ 995,12 $ 202,26° $ 181,66( $ 164,65¢ 113,02
915,06¢ 330,68( 338,05: 245,51¢ 202,97¢

15,59: 3,04¢ -
(9,302) (2,04%) (5,609 4,181 5,137
126,74: 41,43 48,46¢ 36,441 42,77:
131,63¢ 148,10: 197,01 171,20¢ 173,59!

1,69 1,342 1,025 - -
$ 216097 $ 721,78 $ 776,21( 625,05: 537,50¢
$ 131,63¢ $ 148,10! $ 197,01 171,20¢ 173,59!
4,13 2,86( 2,99/ 12,24¢ 9,43¢

1,69 1,342 1,025 - -
128,17. 103,10¢ 60,04: 69,17¢ 70,56
$ 265,64( $ 255,41: $ 261,08: 252,63: 253,59¢
8.1x 2.8x 3.0x 2.5x 2.1x

(a) Portion of rent deemed representative of an intéaesor.
(b) For purposes of this calculation, earnings cordigicome from continuing operations before incaarees, minority interests and

fixed charges. Fixed charges include interest hatigortion of rent deemed representative of istere

(c) For purposes of this calculation, we assume thapmferred stock dividend requirements were etputtie pre-tax earnings that
would be required to cover those dividend requinetsie






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

Years Ended December 31, 2005 2004 2003 2002 2001
(Financial Data in Dollars, Except Average Shaassl in Thousands, Except Per Share

FCX CONSOLIDATED FINANCIAL DATA Amounts)
Revenues $ 4179110 ¢ 237186 $ 2,212,160 $ 1,91046. $  1,838,86!
Operating income 2,177,28 703,57 823,30¢ 640,13° 542,92¢
Net income before cumulative effect

changes in accounting principles 934,62 156,77€ 169,814 130,09¢ 76,49¢
Cumulative effect of changes in accounting

principles, net - - (15,59 e (3,049 f -
Net income applicable to common stc 934,62" 156,77€ 154,214 127,05( 76,49¢
Pro forma net income, assuming accounting

changes are applied retroactively 934,62 156,77€ 169,304d.e 129,63! 104,84
Basic net income per common share 5.1¢ 0.8¢ 0.9¢ 0.8¢ 0.52
Diluted net income per common share:

Applicable to common stock 4.6 0.8k 0.97d. e 0.87 0.53

Pro forma, assuming accounting changes

are applied retroactively 4.67 0.8t 1.0€d.e 0.8¢ 0.7z

Dividends paid per common share 2.5C 1.1C 0.27 - -
Basic average shares outstanding 180,27( 182,27 155,80! 144,64¢ 143,95:
Diluted average shares outstanding 220,47( 184,92: 159,10: 146,41¢ 144,93t
At December 31:
Cash, restricted cash and investments 763,59¢ 551,95( 498,61t 115,78: 149,47"
Property, plant, equipment and

development costs, net 3,088,93. 3,199,29: 3,261,69 3,320,56. 3,409,68
Total assets 5,550,20! 5,086,99! 4,718,36! 4,192,109 4,211,92!
Long-term debt, including current portion

and short-term borrowings 1,255,94 1,951,901 2,228,33€ 2,038,39! 2,338,601
Redeemable preferred stock - - - e 450,00: 462,50«
Stockholders’ equity 1,842,99. 1,163,64 775,98: 266,82¢ 104,44

PT FREEPORT INDONESIA OPERATING DATA, Net of Rio Ti nto’s Interest
Copper (recoverable)

Production (000s of pounds) 1,455,90! 996,50( 1,291,60! 1,524,20! 1,393,40!
Production (metric tons) 660,40( 452,00( 585,90( 691,40( 632,00(
Sales (000s of pounds) 1,456,50! 991,60( 1,295,60! 1,522,30! 1,399,10!
Sales (metric tons) 660,70( 449,80( 587,70( 690,50( 634,60(
Average realized price per pound $1.8¢ $1.37 $0.8: $0.71 $0.6¢
Gold (recoverable ounces)
Production 2,789,401 1,456,20! 2,463,30! 2,296,80! 2,634,901
Sales 2,790,20! 1,443,00! 2,469,80! 2,293,20! 2,644,80!
Average realized price per ounce $456.2° $412.3: $366.6(¢ $311.9° $269.2:
Silver (recoverable ounces)
Production 4,742,401 3,270,70! 4,112,701 4,121,101 3,771,501
Sales 4,734,60! 3,257,80! 4,126,70! 4,116,101 3,782,60!
Average realized price per ounce $6.3¢ $6.1( $5.1¢ $4.6¢ $4.8(

ATLANTIC COPPER OPERATING DATA

Concentrate and scrap treated (metric tons) 975,40( 768,10( 964,40( 1,016,70! 891,10(
Anodes
Production (000s of pounds) 626,60( 494,40( 640,00( 657,00( 617,30(
Production (metric tons) 284,20( 224,30( 290,30( 298,00( 280,00(
Sales (000s of pounds) 85,10( 36,70( 97,00( 101,20( 87,50(
Sales (metric tons) 38,60( 16,60( 44,00( 45,90( 39,70(

Cathodes



Production (000s of pounds)
Production (metric tons)
Sales (including wire rod and wire)
(000s of pounds)
(metric tons)
Gold sales in anodes and slimes (ounces)
Cathode cash unit cost per pol"

545,30(
247,30(

548,60(
248,80(
542,80(

$0.17

24

454,70(
206,20(

479,20(
217,40(
316,70(

$0.2¢

544,70(
247,10(

546,80(
248,00(
929,70(

$0.1¢€

552,20(
250,50(

556,50(
252,40(
813,90(

$0.12

518,70(
235,30(

549,80(
249,40(
831,30(

$0.1¢




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

Years Ended December 31, 2005 2004 2003 2002 2001

PT SMELTING OPERATING DATA, 25% -Owned by PT Freeport Indonesia

Concentrate treated (metric tons) 908,90( 758,10( 824,80( 719,60( 702,90(
Anodes
Production (000s of pounds) 606,30( 466,50( 545,50( 465,70( 479,40(
Production (metric tons) 275,00( 211,60( 247,40( 211,20( 217,50(
Sales (000s of pounds) - 2,30(C 64,60( 33,00( 10,10(
Sales (metric tons) - 1,00 29,30( 15,00( 4,60(
Cathodes
Production (000s of pounds) 579,70( 464,00( 492,40( 424,10( 468,40(
Production (metric tons) 262,90( 210,50( 223,30( 192,40( 212,50(
Sales (000s of pounds) 580,90( 462,90( 493,50( 424,10( 468,80(
Sales (metric tons) 263,50( 210,00( 223,80( 192,40( 212,60(
Cathode cash unit cost per pot $0.1¢ $0.12 $0.1( $0.1¢ $0.12

PT FREEPORT INDONESIA OPERATING DATA, 100% Aggregate

Ore milled (metric tons per day) 216,20( 185,10( 203,00( 235,60( 237,80(
Average ore grade

Copper (percent) 1.13 .87 1.0¢ 1.14 1.0C

Gold (grams per metric ton) 1.65 .88 1.54 1.24 1.41

Gold (ounce per metric ton) .05z .02¢ .05C .04C .04t

Silver (grams per metric ton) 4.8¢ 3.8t 4.0z 3.6( 3.2C

Silver (ounce per metric ton) 157 124 13C JA1€ .10z
Recovery rates (percent)

Copper 89.2 88.€ 89.C 88.t 86.¢

Gold 83.1 81.¢ 87.2 88.4 89.t

Silver 58.2 56.¢ 61.2 61.2 59.C
Copper (recoverable)

Production (000s of pounds) 1,688,90! 1,098,60! 1,522,90! 1,839,00! 1,594,20!

Production (metric tons) 766,10( 498,30( 690,80( 834,20( 723,10(

Sales (000s of pounds) 1,689,40! 1,092,70! 1,527,70! 1,836,80! 1,600,90!

Sales (metric tons) 766,30( 495,60( 693,00( 833,20 726,20(
Gold (recoverable ounces)

Production 3,439,601 1,536,601 3,163,901 2,938,801 3,488,101

Sales 3,437,801 1,523,60! 3,171,501 2,934,001 3,498,301
Silver (recoverable ounces)

Production 5,791,401 3,873,801 4,978,60! 4,922,90! 4,264,30!

Sales 5,795,201 3,857,501 4,994,001 4,916,001 4,280,401

The selected consolidated financial data shown ali@derived from our audited consolidated finahstatements. These historical results
are not necessarily indicative of results that yam expect for any future period. You should rdasl data in conjunction with management'’s
discussion and analysis and our full consolidaiedricial statements and notes thereto containgtighiannual report.

a. Includes a $95.0 million gain on insurance settleinmelated to the fourthuarter 2003 slippage and debris flow events aGitesberg ope
pit and a $12.0 million charge related to Atlar@iocpper’s workforce reduction plan.

b. Includes $40.2 million ($0.18 per share) of losse®arly extinguishment and conversion of debtofie¢lated reduction of interest
expense, and a $4.9 million ($0.02 per share) fyain the sale of a parcel of land in Arizona hejdalm FCX joint venture.

c. Includes a $48.8 million ($0.26 per share) gainnzurance settlement related to the fourth-qu&®&83 slippage and debris flow events at
the Grasberg open pit; a $20.4 million ($0.11 ere) gain from the sale of a parcel of land irzAnia held by an FCX joint venture; a



$7.5 million ($0.04 per share) gain from Atlantioper’s sale of its wire rod and wire assets; aGiillion ($0.06 per share) charge
related to Atlantic Copper’s workforce reductioaml $13.8 million ($0.07 per share) of losses atyextinguishment and conversion of
debt; and a $6.3 million ($0.03 per share) reductibinterest expense for conversion of debt.

. Includes losses on early extinguishment and cororexsf debt totaling $31.9 million ($0.20 per shamet of related reduction of inter
expense.

. Effective January 1, 2003, we adopted StatemeRtr@ncial Accounting Standards (SFAS) No. 143, “@uatting for Asset Retirement
Obligations,” and recorded a $9.1 million ($0.06 gleare) cumulative effect gain. Effective Juh2@03, we adopted SFAS No. 150,
“Accounting for Certain Financial Instruments wiflharacteristics of both Liabilities and Equity, darecorded a $24.7 million ($0.16 per
share) cumulative effect charge. Our mandatoriieegnable preferred stock was classified as dedttefé July 1, 2003. SFAS No. 150
does not allow restatement of prior periods.

. Effective January 1, 2002, we changed our methagolsed in the determination of depreciation asdediwith PT Freeport Indonesia
mining and milling life-of-mine assets.

. Amount was $357.61 before hedging gain resultioghfredemption of FCX’s Gold-Denominated Preferreat
. For a reconciliation of cathode cash unit costgmmd to production costs applicable to salesAftantic Copper’s costs, and to equity in

PT Smelting’s earnings, for PT Smelting’s costporéed in FCX'’s consolidated financial statemeefsirto “Product Revenues and
Production Costs” in “Management’s Discussion amalgsis.”

25




FREEPORT-McMoRan COPPER & GOLD INC.
MANAGEMENT'S DISCUSSION AND ANALYSIS

OVERVIEW

In managemers discussion and analysis, “we,” “us” and “our” réer to Freeport-McMoRan Copper & Gold Inc. (FCX)dsits consolidated
subsidiaries. References to “aggregate” amounts miba total of our share and Rio Tinto plc’s shaseour joint venture partner. The
results of operations reported and summarized belmwnot necessarily indicative of future operatiegults. The following discussion shc
be read together with our consolidated financiattsiments and the related notes. References to $Nate Notes included in our “Notes to
Consolidated Financial Statements.”

Through our majority-owned subsidiary, PT Freepadbnesia, we have one of the world’s largest coppd gold mining and production
operations in terms of reserves and productionav€ealso one of the lowest-cost copper produceiseinvorld, after taking into account
credits for related gold and silver production. @tincipal asset is the Grasberg minerals distwtich based on available year-end 2004
reserve data, contains the largest single copperve and the largest single gold reserve of amg rim the world.

PT Freeport Indonesia, our principal operating &lifiy/, operates under an agreement, called a &anaf Work, with the Government of
Indonesia. The Contract of Work allows us to cotdxploration, mining and production activitiesar24,700-acre area called Block A
located in Papua, Indonesia. Under the Contra@tark, PT Freeport Indonesia also conducts explonadictivities (which are currently
suspended, but are under review for resumptioahiapproximate 500,000-acre area called Block Baipua. All of our proven and probable
mineral reserves and current mining operationdomated in Block A.

We also conduct mineral exploration activities (@vhare currently suspended) in Papua, Indonesiaighrone of our wholly owned
subsidiaries, PT Irja Eastern Minerals (Easterndvhis). Eastern Minerals holds an additional Cato&Work originally covering a 2.5-
million-acre area. Under the terms of Eastern MatgiContract of Work, we have already relinquisiie® million acres and must relinquish
an additional 0.6 million acres at the end of tire¢-year exploration period (currently in suspemgiwhich can be extended by the
Government of Indonesia for as many as two additigaars.

In addition to the PT Freeport Indonesia and EadWinerals exploration acreage, we have the rigltonduct other mineral exploration
activities in Papua pursuant to a joint venturedigh PT Nabire Bakti Mining. Field exploration atties outside of our current mining
operations in Block A have been suspended in regsans because of safety and security issues gnthtery uncertainty relating to a
possible conflict between our mining and explomtights in certain forest areas and an Indonds@astry law enacted in 1999 prohibiting
open-pit mining in forest preservation areas. Rebwonesian legislation permits open-pit miningPin Freeport Indonesia’s Block B area,
subject to certain requirements. We continue tessthese requirements and security issues. Thegtfior our resumption of exploration
activities in our Contract of Work areas outsid8tifck A depends on the resolution of these matters

We own 90.64 percent of PT Freeport Indonesiaufinly 9.36 percent owned through our wholly ownglosgdiary, PT Indocopper
Investama. The Government of Indonesia owns thairgéng 9.36 percent of PT Freeport Indonesia. Iy 2004, we received a request from
the Indonesian Department of Energy and MinerabRes that we offer to sell shares in PT Indocoppeestama to Indonesian national:
fair market value. In response to this requestiandew of the potential benefits of having addité Indonesian ownership in our project, we
have agreed to consider a potential sale of aneisttén PT Indocopper Investama at fair market&aNeither our Contract of Work nor
Indonesian law requires us to divest any portionwfownership interest in PT Freeport IndonesiBDindocopper Investama.

We also operate through a majority-owned subsidialyPuncakjaya Power (Puncakjaya Power), and giwddlantic Copper, S.A. (Atlantic
Copper), a wholly owned subsidiary. We acquire@®%u? percent ownership in Puncakjaya Power in 2B08cakjaya Power’s sole business
is to supply power to PT Freeport Indonesia’s ofi@na (see Note 2). Atlantic Copper’s operatioresiarSpain and involve the smelting and
refining of copper concentrates and the marketfmgfined copper and precious metals in slimesFREport Indonesia owns a 25 percent
interest in PT Smelting, an Indonesian company kwbjgerates a copper smelter and refinery in Grésilgnesia.

Joint Ventures with Rio Tiniplc (Rio Tinto)

In 1996, we established joint ventures with Riotdjran international mining company with headquarie London, England. One joint
venture covers PT Freeport Indonesia’s mining dperain Block A and gives Rio Tinto, through 202140 percent interest in certain assets
and future production exceeding specified annuauants of copper, gold and silver in Block A andeaf021, a 40 percent interest in all
production from Block A.

26






Operating, nonexpansion capital and administratosts are shared proportionately between PT Frebmvnesia and Rio Tinto based on
ratio of (a) the incremental revenues from producfrom our expansion completed in 1998 to (b)lt@aenues from production from Block
A, including production from PT Freeport Indonesipteviously existing reserves. PT Freeport Indianeseives 100 percent of the cash
flow from specified annual amounts of copper, gatd silver through 2021, calculated by referendestproven and probable reserves as of
December 31, 1994, and 60 percent of all remaiocasi flow.

The joint venture agreement provides for adjustsiemthe specified annual metal sharing amounts tip® occurrence of certain events that
cause an extended interruption in production tagdgacluding events such as the fourth-quarter328@asberg open-pit slippage and debris
flow. As a result of the Grasberg slippage and iddlow events, the 2004 specified amounts attablg 100 percent to PT Freeport Indon
were reduced by 172 million recoverable poundsépper and 272,000 recoverable ounces for golcsuRnt to agreements in 2005 and €
2006 with Rio Tinto, these reductions were offsetrizreases in the specified amounts attributab@edercent to PT Freeport Indonesia
totaling 62 million recoverable pounds for copped 470,000 recoverable ounces for gold in 2005,1drtdmillion recoverable pounds for
copper and 102,000 recoverable ounces for gol@21 2

Under our joint venture arrangements, Rio Tinto &d$ percent interest in PT Freeport Indonesiaistact of Work and in Eastern
Minerals’ Contract of Work. Rio Tinto also has thygtion to participate in 40 percent of any of othes future exploration projects in Papua.
Rio Tinto has elected to participate in 40 peradrdur interest and cost in the PT Nabire Bakti ignexploration joint venture covering
approximately 0.5 million acres contiguous to Bl&knd one of Eastern Minerals’ blocks.

Outlook

Annual sales totaled 1.46 billion pounds of copgoed 2.8 million ounces of gold in 2005, increase$/opercent for copper and 93 percen
gold compared with 2004. PT Freeport Indonesiaeraions in 2005 benefited from access to highadgmaterial while operations in 2004
were focused on recovery efforts from the fourtlater 2003 slippage and debris flow events at ttask&rg open pit.

At the Grasberg open-pit mine, the sequencing imnrgiareas with varying ore grades causes fluanatin the timing of ore production,
which impacts sales volumes, particularly for g&d. Freeport Indonesia has updated its mine ptamxbrporate 2005 results and
revised estimates on mining rates in the Grasbeeg pit. Based on its current mine plan, PT Fredpdonesia estimates its share of
sales for 2006 will approximate 1.3 billion pouraisopper and 1.7 million ounces of gold. Averagaual sales volumes over the five-
year period from 2006 through 2010 are expectepfoximate 1.3 billion pounds of copper and 1.Bioni ounces of gold. As a rest

of lower than targeted mining rates, ore from ankggade section in the primary ore area, “6 Norfhéviously expected to be mined in
late 2006 has been deferred to early 2007. Accglgliour current mine plans also alter the timifigubsequent years’ ore production
compared with previous plans. These revised priatuetstimates do not have a significant econonfaxesince the deferrals occur
within months overlapping annual periods. Efforts ander way to improve productivity of mining adtiies which would increase
mining rates and advance the timing of metal prtdoc

Sales volumes may vary from these estimates depgiodi the areas being mined within the Grasberg pieQuarterly variations in sales
volumes are expected to vary significantly. Based@wrrent estimates of average annual sales volowersthe next five years and copper
prices of approximately $2.00 per pound and goidegrof approximately $550 per ounce, the impaatwmannual cash flow for each $0.10
per pound change in copper prices would approxi®éfemillion, including the effects of price chasgmn related royalty costs, and for each
$25 per ounce change in gold prices would approvar§id4 million.

Copper and Gold Markets

As shown in the graphs below, world metal pricascfipper have fluctuated during the period from2l88ough January 2006 with the
London Metal Exchange (LME) spot copper price vagyirom a low of approximately $0.60 per pound @®2 to a high of $2.24 per pound
on January 30, 2006, and world gold prices haweated during the period from 1998 through Jan@886 from a low of approximately
$250 per ounce in 1999 to a high of approximat&l§Iper ounce on January 31, 2006. Copper andpgialels are affected by numerous
factors beyond our control as described furtheninForm 10-K for the year ended December 31, 2005.
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Historical LME Spot Copper Price
Through January 31, 2008
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The graph above presents LME spot copper pricesepuatted stocks of copper at the LME and New Y@oknmodity Exchange (COMEX)
through January 31, 2006. Market fundamentalsdpper continued to be positive throughout 2005 @wirexceeding supply). Since 2003
and continuing in 2005, global demand has exceedpgly, evidenced by the decline in warehouse itor@s. LME and COMEX

inventories were at levels of less than 100,00Cimttns at December 31, 2005, less than 14 peofehe available stocks at the beginning
of 2004. Despite previous market forecasts thategrivould decline in the second half of 2005, griwese to new highs as projected increases
in supply fell short of expectations; even thoudbgl demand was weaker than generally anticip&edes ranged from $1.39 per pound to
a multi-year high of $2.11 per pound in 2005. Copgpées have remained strong in early 2006 and_ME spot price closed at $2.23 per
pound on January 31, 2006. Global copper dema@805 was lower than expectations; however, dispaptassociated with strikes and ot
operational issues have reduced copper supply @amtthoed to keep inventories at very low levelsnylaarket analysts expect copper
supplies will increase somewhat in 2006 and priocesoderate from current levels. Nevertheless yatsllprice expectations for 2006 are
generally higher than earlier in 2005, with thetommation of very low inventory levels, the potetitior supply disruptions and the absence of
major new mines being developed. Future coppeegrice expected to continue to be influenced byaddnfrom China, economic
performance in the United States (U.S.) and otidustrialized countries, the timing of the develemtnof new supplies of copper

and production levels of mines and copper smelWesconsider the current underlying supply and dehwnditions in the global copper
markets to be positive for our company.



London Gold Prices
Through Janvary 31, 2006
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The environment for gold continues to be positivéngold prices recently reaching new 25-year highsve $550 per ounce, supported by
increased investment demand for gold, ongoing dgéaad tensions, a weak U.S. dollar, inflationgmessures, falling production from older
mines, limited development of new mines and acthlpngold producers to reduce hedge positions. @otets averaged $445 per ounce in
2005, with prices ranging from $411 per ounce t88per ounce. The London gold price closed at agpprately $569 per ounce on January
31, 2006.

CRITICAL ACCOUNTING ESTIMATES

Management’s discussion and analysis of our firrogindition and results of operations are basedunrtonsolidated financial statements,
which have been prepared in conformity with accmgnprinciples generally accepted in the U.S. Treppration of these statements requires
that we make estimates and assumptions that dffeceported amounts of assets, liabilities, reesrand expenses. We base these estimates
on historical experience and on assumptions thatomsider reasonable under the circumstances; feaweported results could differ from
those based on the current estimates under diffassumptions or conditions. The areas requirieguge of management’s estimates are
discussed in Note 1 under the subheading “Use tihBtes.” Management has reviewed the followingaksion of its development and
selection of critical accounting estimates with gelit Committee of our Board of Directors.

» Mineral Reserves and Depreciation and Amortiza- As discussed in Note 1, we depreciate our lifeagfe mining and milling assets
using the unit-of-production method based on otimades of our proven and probable recoverable eomserves. We have other assets
that we depreciate on a straight-line basis ovair sstimated useful lives. Our estimates of promed probable recoverable copper
reserves and of the useful lives of our straight-lssets impact our depreciation and amortization
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expense. These estimates affect the operatingsediioth our “mining and exploration” and “smegiand refining” segments.

The accounting estimates related to depreciationeamortization are critical accounting estimatesalse (1) the determination of cop
reserves involves uncertainties with respect taittimate geology of our reserves and the assumgtised in determining the economic
feasibility of mining those reserves, includingimsited copper and gold prices and costs of conalyi€titure mining activities, and (2)
changes in estimated proven and probable recoeecalpiper reserves and useful asset lives can

have a material impact on net income. We performuahassessments of our existing assets, inclianegiew of asset costs and
depreciable lives, in connection with the reviewrohe operating and development plans. When weméte that assigned asset lives do
not reflect the expected remaining period of bénef make prospective changes to those deprediabte

There are a number of uncertainties inherent imesing quantities of reserves, including many déastbeyond our control. Ore reserves
estimates are based upon engineering evaluatiosengblings of drill holes and other openings. Gatineates of proven and probable
recoverable reserves are prepared by our emplayekreviewed and verified by independent expertsiiting, geology and reserve
determination. As of December 31, 2005, aggregeateem and probable recoverable copper reservdeddsé.6 billion pounds and PT
Freeport Indonesia’s estimated share totaled 40i@nbpounds. These estimates involve assumptiegarding future copper and gold
prices, the geology of our mines, the mining methwd use and the related costs we incur to dewaidpmine our reserves. Changes in
these assumptions could result in material adjustsn® our reserve estimates, which could resuthanges to depreciation and
amortization expense in future periods, with cqroesling adjustments to net income. If aggregaienastd copper reserves were 10
percent higher or lower at December 31, 2005, ased on our current sales projections for 2006estienate that our annual
depreciation expense for 2006 would change by agpeately $11 million, changing net income by appnoately $6 million. Although
some degree of variability is expected, we belignecextent of our technical data and operating Bepee -specifically as it relates to o
Grasbherg open-pit mine, which we have been minind.6 years - mitigates the potential for significehanges in reserve estimates,
especially as compared with mines that are undpeelor newly developed.

As discussed in Note 1, we review and evaluatdang-ived assets for impairment when events or chamgescumstances indicate tl
the related carrying amounts may not be recoveralflanges to our estimates of proven and probabla/erable copper and gold
reserves could have an impact on our assessmansef impairment. However, we believe it is uniikélat revisions to our estimates of
proven and probable recoverable copper and goddves would give rise to an impairment of our asbetause of the significant size of
our reserves in relation to our asset carryingeslu

Deferred Mining Cost- Mining costs are charged to operations as indutid®wever, because of the configuration and locatif the
Grasberg ore body and the location and extentrmésoding overburden, the ratio of overburden ®isrmuch higher in the initial

mining of the pit than in later years. In 2005 aedrs prior, surface mining costs associated witdrturden removal at PT Freeport
Indonesia’s Grasberg open-pit mine that were estichto relate to future production were initiallgfdrred when the ratio of actual
overburden removed to ore mined exceeded the dstinaaerage ratio of overburden to ore over tleedffthe Grasberg open-pit mine as
projected in our most recent mine plan. Those dedetosts are subsequently charged to operatirig when the ratio of actual
overburden removed to ore mined falls below thareded average ratio of overburden removed to anednover the life of the Grasbe
open-pit mine. We use the proven and probableeserves for the Grasberg open pit disclosed imotes to our consolidated financial
statements to calculate the estimated averageaftieerburden to ore over the life of the mine.

In the mining industry, the costs of removing oweden and waste material to access mineral depsiteferred to as “stripping costs.”
Through 2005, we applied the deferred mining caesthimd in accounting for our post-production stniygpcosts, which we refer to as
overburden removal costs. The deferred mining eethod is used by some companies in the metalsguindustry; however, industry
practice varies. The deferred mining cost methotthes the cost of production with the sale of #lated metal from the open pit by
assigning each metric ton of ore removed an eqeivamount of overburden tonnage, thereby averamiegourden removal costs over
the life of the mine. The mining cost capitalizedriventory and
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the amounts charged to cost of goods sold do poésent the actual costs incurred to mine theroeay given period. The application of
the deferred mining cost method has resulted iasaet on our balance sheets (“Deferred Mining Qostialing $285.4 million at
December 31, 2005, and $220.4 million at DecemliePB04.

The estimated average ratio of overburden to oee the life of the Grasberg open pit used in odered mining costs calculation has
been a critical accounting estimate because (& sitisceptible to change from period to period bseat requires management to make
assumptions about future mining activities andcg®&nges could materially affect net income. Ourengitan is derived from a model that
takes into consideration available geological data determines the most efficient and cost-effeatiethod of accessing the economic
reserves. Significant assumptions underlying ourenpilan include the amount of total overburden@medve expect to move in a given
year, the ultimate configuration of the pit and léneel of ore contributed by our underground mirfdkother variables being equal,
increases in the life of mine overburden removeadréomined ratio would result in more of the ovedan removal costs being matched
with current period production and therefore chdrgeexpense rather than deferred. Decreases lifgfe# mine overburden removed to
ore mined ratio would result in more of the ovedsir removal costs being deferred and matched watthygtion in future periods.

PT Freeport Indonesia’s estimated life-of-mine bueden-toere ratio averaged 2.4 to 1 in 2005, 2.3 to 1 id48nd 2.0 to 1 in 2003. F
Freeport Indonesia’s geologists and engineersesasbe overburden-to-ore ratio and the remairiiegf the Grasberg open-pit mine at
least annually, and we reflect any changes in stimates prospectively beginning in the quartest@nge. The increases in the ratio in
2003 and 2004 primarily relate to changes in thiefEgrade at the open pit caused by a reassessfide optimal milling rate at our
mill facilities, including a greater proportionamtribution to our total ore processed from ourengdound Deep Ore Zone mine. As a
result of our adoption of Emerging Issues Task Edssue No. 04-6 (EITF 04-6) on January 1, 2006 (skew Accounting Standards”),
we no longer defer mining costs except to the aiterentory exists at the end of the reporting geriand accounting for deferred mini
costs is no longer a critical accounting policy.

Reclamation and Closure Cos« Our mining operations involve activities that kav significant effect on the surrounding area. Our
reclamation and closure costs primarily involvdasmation and revegetation of a large area in thédiods of Papua where mill tailings
are deposited, reclamation of overburden stockpilesdecommissioning of operating assets.

Effective January 1, 2003, we adopted StatemeRtrancial Accounting Standards (SFAS) No. 143, “‘dwtting for Asset Retirement
Obligations” (see Note 1). SFAS No. 143 requires the record the fair value of our estimated ast@ement obligations in the period
incurred. We measure fair value as the presenewa@multiple cash flow scenarios that reflect mgeof possible outcomes after
considering inflation and then applying a marksk ppremium. The accounting estimates related tameation and closure costs are
critical accounting estimates because (1) we watlincur most of these costs for a number of yeamjiring us to make estimates over a
long period; (2) reclamation and closure laws agllations could change in the future or circuntaraffecting our operations could
change, either of which could result in significahinges to our current plans; (3) calculatingfélirevalue of our asset retirement
obligations in accordance with SFAS No. 143 requiranagement to assign probabilities to projecasti lows, to make long-term
assumptions about inflation rates, to determinecoedit-adjusted, risk-free interest rates andeieidnine market risk premiums that are
appropriate for our operations; and (4) given tlegnitude of our estimated reclamation and closasts¢ changes in any or all of these
estimates could have a material impact on net ircom

In 2002, we engaged an independent environmentaiutiing and auditing firm to assist in estimatig Freeport Indonesia’s aggregate
asset retirement obligations, and worked with ottoersultants in estimating Atlantic Copper’s assétement obligations. We estimated
these obligations using an expected cash flow a@mbran which multiple cash flow scenarios weredugereflect a range of possible
outcomes. To calculate the fair value of thesegaliibns, we applied an estimated long-term inftatiste of 2.5 percent, except for
Indonesian rupiah-denominated labor costs withaeisip PT Freeport Indonessadbligations, for which an estimated inflatioreraf 9.0
percent was applied. The projected cash flows wWm@unted at our estimated credit-adjusted, niek-interest rates, which ranged from
9.4 percent to 12.6 percent
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for the corresponding time periods over which thessts would be incurred. The inflation rates aisdalint rates we used to calculate
fair value of PT Freeport Indonesia’s asset ret@enobligation are critical factors in the calcidatof future value and discounted
present value costs. An increase of one percaheimflation rates used results in an approxim&t@ercent increase in the discounted
present value costs. A decrease of one perceheidiscount rates used has a similar effect resyilti an approximate 16 percent
increase in the discounted present value costsr Afscounting the projected cash flows, a maik&tpremium of 10 percent was appl

to the total to reflect what a third party mightjuére to assume these asset retirement obligafidgresmarket risk premium was based on
market-based estimates of rates that a third pastyyd have to pay to insure its exposure to posdiltlure increases in the value of these
obligations.

At January 1, 2003, we estimated the fair valuewfaggregate asset retirement obligations to Be&5$aillion. We recorded the fair

value of these obligations and the related additiassets as of January 1, 2003. The net differeeteeen our previously recorded
reclamation and closure cost liability and the antsestimated under SFAS No. 143, after taxes andrity interest, resulted in a gain

of $9.1 million (after reduction by $8.5 millionrftaxes and minority interest sharing), $0.06 pkrteld share, which was recognized as a
cumulative effect adjustment for a change in actingrprinciple.

At least annually, PT Freeport Indonesia review®gtimates for (1) changes in the projected timingertain reclamation costs, (2)
changes in cost estimates, and (3) additional assetment obligations incurred during the peridte estimated PT Freeport Indonesia’s
aggregate asset retirement obligations to be &i88 million at December 31, 2005 , and $149 milkd December 31, 2004. An
analysis of PT Freeport Indonesia’s calculatedvfaiue of its asset retirement obligation followsrfillions):

2005 2004 2003
Asset retirement obligation at beginning of year $ 22.C $ 25.7 $ 27.¢
Accretion expense 2.7 2.8 2.7
Revisions for changes in estimates - (6.5) 4.3
Liabilities incurred 1.8 - 0.€
Liabilities settled - - (1.2
Asset retirement obligation at end of year $ 26.5 $ 22.( $ 25.7

The expected deferral of certain costs was theaggirohange in estimates that caused the declitieeinbligation balance in 2003 and
2004. These changes reduced the related assetbalad are not expected to have a material impaftitare net income.

CONSOLIDATED RESULTS OF OPERATIONS

Consolidated revenues include PT Freeport Indoiseside of copper concentrates, which also conigimfieant quantities of gold and silve
and the sale by Atlantic Copper of copper anodgsper cathodes, wire rod, wire and gold in anodeksstimes. Consolidated revenues and
net income vary significantly with fluctuationstime market prices of copper and gold and othepfactConsolidated revenues of $4.2 billion
for 2005 were significantly higher than consolidhatevenues of $2.4 billion for 2004, reflecting stamtially higher copper and gold sales
volumes and prices than 2004. The 2004 results agrersely affected by lower ore grades and redagktdhroughput as PT Freeport
Indonesia completed efforts to restore safe adoethe higher-grade ore areas in its Grasberg gitenine following the fourth-quarter 2003
slippage and debris flow events (see “Mining angl&bation Operations - PT Freeport Indonesia OpegaResults”). In addition, Atlantic
Copper’s scheduled major maintenance turnaroundradly affected its 2004 revenues (see “SmeltimgRefining Operations - Atlantic
Copper Operating Results”). Consolidated revenu@904 were slightly higher compared with 2003 rases of $2.2 billion as higher copper
and gold prices in 2004 were patrtially offset bg tbwer ore grades and reduced mill throughpuOid42

Consolidated production and delivery costs wer&drign 2005 at $1.64 billion compared with $1.4%idn for 2004 and $1.07 billion for
2003. The increase in 2005 was primarily becaudegbfer costs of concentrate purchases at Atl@igper caused by increased production
volumes and higher metals prices and higher praslucosts at PT Freeport Indonesia caused by higimengy costs. Production and delivery
costs in 2004 were higher than in 2003 primarilgehese of higher costs of concentrate purchasetiattié Copper caused by higher metals
prices, higher production costs at PT Freeporthed@ and the costs of Atlantic Copper’'s smelteraround. Consolidated depreciation and
amortization expense was $251.5 million in 2005)&2 million in 2004 and $230.8 million in 2003. [eciation and amortization expense
increased in 2005 compared with 2004, primarilydose of higher copper sales volumes at PT Fredmiohesia during 2005, and decreased
in 2004
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compared with 2003 primarily because a large poribour depreciation is calculated on a unit-afearction basis and our copper sales
volumes at PT Freeport Indonesia declined in 2004.

Exploration expenses totaled $8.8 million in 2088.7 million in 2004 and $6.4 million in 2003. Caxploration program for 2005 focused
drilling at the Mill Level Zone and Deep Mill Lev&lone deposits and the Grasberg underground egtettsithe Kucing Liar deposit. Our
2005 drilling efforts resulted in additions to qaroven and probable reserves as of December 35, (@@ “Exploration and Reserves”). All
approved exploration costs in the joint venture@angith Rio Tinto are generally shared 60 percgnisand 40 percent by Rio Tinto. The
FCX/Rio Tinto joint ventures’ 2006 exploration buedg total approximately $15 million ($10 millionrfour share).

Consolidated general and administrative expensgsased to $103.9 million in 2005 from $89.9 millim 2004, primarily reflecting higher
incentive compensation costs associated with sémofigancial performance and pursuant to estahdigit@ns under which certain
compensation plans are based on annual operatigfloav results, which were significantly higherd805 compared with 2004. General
administrative expenses in 2005 also include $3lMbmin administrative costs incurred followingurticane Katrina and for contributions to
hurricane-relief efforts. Our parent company charg& Freeport Indonesia for the in-the-money valuexercised employee stock options.
These charges are eliminated in consolidation; kewdT Freeport Indonesia shares a portion oftkbharges with Rio Tinto and Rio
Tinto’s reimbursements reduce our consolidated igeéa@d administrative expenses. General and adtrative expenses are net of Rio
Tinto’s share of joint venture reimbursements foipéoyee stock option exercises, which decreasedrgeéand administrative expenses by
$9.2 million in 2005 and $7.0 million in 2004. Incrdance with our joint venture agreement, Ridd'&percentage share of PT Freeport
Indonesia’s general and administrative expensdss/aiith metal sales volumes and prices and totgbeaoximately 16 percent in 2005
compared with approximately 8 percent in 2004.r&ated general and administrative expenses for aB®@éxpected to approximate the 2!
level.

General and administrative expenses increased Byr$ilion to $89.9 million in 2004 from $80.3 nidh in 2003. General and administral
expenses for 2004 include a $2.2 million chargeAfitantic Copper’s workforce reduction plan (seerf&ting and Refining Operations -
Atlantic Copper Operating ResultsAs a percentage of revenues, general and administexpenses were 2.5 percent in 2005, 3.8 pema
2004 and 3.6 percent in 2003.

PT Freeport Indonesia maintains property damagéasithess interruption insurance related to itsapms. In December 2004, we entered
into an insurance settlement agreement and settlethims that arose from the fourth-quarter 2808page and debris flow events i n the
Grasberg open-pit mine. Our insurers agreed taugan aggregate of $125.0 million in connectiorhwitr claims. After considering our

joint venture partn¢s interest in the proceeds, PT Freeport Indonesihare of proceeds totaled $95.0 million. As alted the settlement,

we recorded in our Consolidated Statements of Ilrcam$87.0 million gain on insurance settlementherbusiness interruption recovery i

an $8.0 million gain to production costs for thegerty loss recovery for a net gain of $48.8 mill{$0.26 per share), after taxes and minority
interest sharing, in 2004.

Total consolidated interest cost (before capittibzg was $135.8 million in 2005, $151.0 million2004 and $200.0 million in 2003. Interest
costs decreased from 2003 through 2005 primaritabse we reduced average debt levels during the-fear period with significant
reductions in 2005. Over the past three years,omgpteted a number of transactions that resultedtai debt reductions, including
mandatorily redeemable preferred stock, of $1.bhil Our interest cost for 2006 is expected tordase compared to 2005, reflecting annual
interest cost savings of approximately $48 millicom the 2005 debt reductions. See “Capital Ressuand Liquidity - Financing Activities”
for further discussion. Capitalized interest taed.1 million in 2005, $2.9 million in 2004 and.83nillion in 2003.

Losses on early extinguishment and conversion bof ti¢aled $52.2 million ($40.2 million to net inoe or $0.18 per share, net of related
reduction of interest expense) in 2005, $14.0 amli{$7.4 million to net income or $0.04 per shaet,of related reduction of interest expel
in 2004 and $34.6 million ($31.9 million to net ame or $0.20 per share, net of related reductiantefest expense) in 2003.

Gains on sales of assets totaled $6.6 million ($#4lon to net income or $0.02 per share) in 26@5n the sale of land in Arizona held by a

joint venture in which we own a 50 percent inter&ste joint venture previously was engaged in gpeomining research project in Arizor
Gains on sales of assets totaled $28.8 milliorDibd2as a result of two transactions. The firstdaation was the sale to a real estate
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developer of a parcel of land in Arizona owned liy jpint venture mentioned above resulting in @ @i$21.3 million ($20.4 million to net
income or $0.11 per share). In the second trarsaadiitlantic Copper completed a sale of its wird amd wire assets for $18.3 million cash
and recorded a gain of $7.5 million ($7.5 millianrtet income or $0.04 per share).

Other income (expense) includes interest incon®&16f8 million in 2005, $5.9 million in 2004 and $8nillion in 2003. Other income
(expense) also includes the impact of translating U.S. dollars Atlantic Copper’s net euro-denaatéa liabilities, primarily its retiree
pension obligations. Changes in the U.S. dollad@&xchange rate require us to adjust the dollarevaf our net euro-denominated liabilities
and record the adjustment in earnings. Exchangeefégcts on our net income from euro-denominatddlities were gains (losses) of $5.8
million in 2005, $(1.6) million in 2004 and $(13.8jllion in 2003. The gains reflect a stronger WSllar in relation to the euro and the los
reflect a stronger euro in relation to the U.Slatdh the respective periods (see “Disclosuresutiddarket Risks”). Other expenses in 2003
also include a $5.6 million ($3.7 million to netame or $0.02 per share) charge associated withnttemded FCX and PT Freeport Indonesia
credit facility (see “Capital Resources and Liqtyidi Financing Activities”).

PT Freeport Indonesia’s Contract of Work providasa 35 percent corporate income tax rate. PT lopjoer Investama pays a 30 percent
corporate income tax on dividends it receives fiten®.36 percent ownership in PT Freeport Indondsiaddition, the tax treaty between
Indonesia and the U.S. provides for a withholdeegriate of 10 percent on dividends and interestRAaFreeport Indonesia and PT
Indocopper Investama pay to their parent compa@y.HPrior to 2005, we also incurred a U.S. altasaiminimum tax at an effective rate of
two percent based primarily on consolidated income¢ of smelting and refining results. As a resiithe enactment of the American Jobs
Creation Act of 2004, the 90 percent limitationtba use of foreign tax credits to offset the Ueslefral alternative minimum tax liability was
repealed effective January 1, 2005. The remov#iisflimitation significantly reduced our U.S. fedetaxes beginning in 2005. Our U.S.
federal alternative minimum tax liability totale®.2 million in 2004 and $9.3 million in 2003. Wergently record no income taxes at Atlar
Copper, which is subject to taxation in Spain, liseat has not generated significant taxable inconmecent years and has substantial tax
loss carryforwards for which we have provided nofimancial statement benefit. We receive no cadsbed tax benefit from these losses
because they cannot be used to offset PT Freamwhésia’s profits in Indonesia, but can be utilize offset Atlantic Copper’s profits.

Parent company costs consist primarily of inter@spreciation and amortization, and general andragirative expenses. We receive
minimal tax benefit from these costs, includingeietst expense, primarily because our parent compamyally generates no taxable income
from U.S. sources. As a result, our provision fmoime taxes as a percentage of our consolidatechmbefore income taxes and minority
interests will vary as PT Freeport Indonesia’s inecchanges, absent changes in Atlantic Copper arehppcompany costs. The provision for
income taxes as a percentage of consolidated inbefioee income taxes and minority interests totdfegercent for 2005 and 58 percent for
2004 and 2003. Summaries of the approximate sagmificomponents of the calculation of our constdidgrovision for income taxes are
shown below (in thousands, except percentages).

Years Ended December 31,

2005 2004 2003

Mining and exploration segment operating incc® $ 2,312,77. $ 832,11 $ 850,25!
Mining and exploration segment interest expense, ne (22,38¢) (22,209 (44,86))
Intercompany operating profit (deferred) recognized (144,986 (24,689 13,82¢

Income before taxes 2,145,39! 785,22( 819,22(
Indonesian corporate income tax rate (35%) plus U.S

alternative minimum tax rate (2%) for 2004 and 2003 35% 37% 37%

Corporate income taxes 750,89( 290,53: 303,11:
Approximate PT Freeport Indonesia net income 1,394,50 494,68 516,10¢
Withholding tax on FCX’s equity share 9.064% 9.06%% 9.064%

Withholding taxes 126,39¢ 44,83¢ 46,78(
PT Indocopper Investama corporate income tax 36,54« 3,00¢ -
Other, net 1,23¢€ (7,69%) (11,83¢)
FCX consolidated provision for income taxes $ 915,06t _$ 330,68( _$ 338,05
FCX consolidated effective tax rate 45% 58% 58%

a. Excludes charges for the in-the-money value of BBXk option exercises, which are eliminated insodidation, totaling $64.5 million
in 2005, $87.3 million in 2004 and $57.8 million2003.
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We have two operating segments: “mining and exgilomdand “smelting and refining.” The mining angpdoration segment consists of our
Indonesian activities including PT Freeport Indéasscopper and gold mining operations, PuncakRgaer’'s power generating operations
(after eliminations with PT Freeport Indonesia) aod Indonesian exploration activities, includilgse of Eastern Minerals. The smelting
and refining segment includes Atlantic Copper’srafiens in Spain and PT Freeport Indonesia’s equitgstment in PT Smelting. Summary
comparative operating income (loss) data by segfofiotv (in millions):

Years Ended December 31,

2005 2004 2003
Mining and exploratior $ 2,248.. $ 744.¢  $ 792.F
Smelting and refining 34.¢ (83.5 (21.¢)
Intercompany eliminations and ott2 b (105.9) 42.c 52.€
FCX operating income $ 2,177.. $ 703.€ $ 823.%

a. Includes charges to the mining and exploration ssgrfor the in-thenoney value of FCX stock option exercises, whigheliminated ir
consolidation, totaling $64.5 million in 2005, $8illion in 2004 and $57.8 million in 2003.

b. We defer recognizing profits on PT Freeport Indisissales to Atlantic Copper and on 25 percerRDiFreeport Indonesig'sales to P
Smelting until their sales of final products torthparties. Changes in the amount of these def@nefits impacted operating income by
$(145.0) million in 2005, $(24.7) million in 2004 $13.8 million in 2003. Our consolidated earnings fluctuate materially depending
on the timing and prices of these sales. At DecerBbg2005, our deferred profits to be recognizetliture periods’ operating income
totaled $225.9 million, $119.8 million to net incepafter taxes and minority interest sharing.

MINING AND EXPLORATION OPERATIONS

A summary of changes in PT Freeport Indonesia nea®ifollows (in millions):

2005 2004
PT Freeport Indonesia revenues - prior year $ 1,746.¢ $ 1,744.¢
Sales volumes:
Copper 636.4 (249.0
Gold 555.t (376.9
Price realizations:
Copper 706.< 545.¢
Gold 122.¢ 66.C
Adjustments, primarily for copper pricing on prigear open sales (1.9 4.¢
Treatment charges, royalties and other (198.)) 11.1
PT Freeport Indonesia revenues - current year $ 3,568.( $ 1,746.¢

PT Freeport Indonesia Operating Rest- 2005 Compared with 2004

PT Freeport Indonesia achieved significantly higtreduction and sales and multiple operating rexor®005, reflecting higher ore grades
and milling rates than in 2004. Copper and golds#dtaled 1.46 billion pounds of copper and ang2aB million ounces of gold in 2005,
compared with sales of 1.0 billion pounds of copgoed 1.4 million ounces of gold in 2004.

Mill throughput, which varies depending on ore tyfeing processed, averaged 216,200 metric tomedh 2005, compared with 185,100
metric tons of ore in 2004. Following the fourthagier 2003 Grasberg opit-slippage and debris flow events, we accelertitedemoval o
overburden and mined low-grade ore prior to restpsafe access to highgrade ore areas in the second quarter of 2004eutining norme
milling rates in June 2004. As a result, mill thgbput was lower in 2004. Mill rates will vary dugi?006 depending on ore types mined and
are expected to average in excess of 220,000 ntetrscof ore per day for the year. Approximate agerdaily throughput processed at our
mill facilities from each of our producing minedifavs (metric tons of ore per day):

Years Ended December 31,

2005 2004
Grasberg open pit 174,20( 141,50(
Deep Ore Zone 42,00( 43,60(

Total 216,20( 185,10(




Copper ore grades averaged 1.13 percent in 200fpa@d with 0.87 percent in 2004, and copper ragawes were 89.2 percent, compared
with 88.6 percent for 2004. In 2005, gold ore gsadeeraged 1.65 grams per metric ton (g/t), congpaith 0.88 g/t in 2004, and gold
recovery rates averaged 83.1 percent in 2005, cadpeith 81.8 percent in 2004. The 2005 gradegcethe return to normal mining
operations at Grasberg, including accessing highete material in accordance with our mine plarmppg@o and gold ore grades are projected
to be lower in 2006 when compared with the 2005gvaeles because of mine sequencing.

Production from the Deep Ore Zone (DOZ) undergromimik averaged 42,000 metric tons of ore per d&p05, representing 19 percent of
mill throughput as it continued to perform abovsida capacity of 35,000 metric tons of ore per d&ly Freeport Indonesia is expanding the
capacity of the DOZ underground operation to assnst rate of 50,000 metric tons per day with tigtdllation of a second crusher and
additional ventilation, expected to be complet2@®7. PT Freeport Indonesia’s share of capital edipgres for the DOZ expansion totaled
approximately $16 million in 2005 and is expectedpproximate $37 million through the projected 268mp-up, with approximately $16
million estimated for 2006. The DOZ mine, a bloeke operation, is one of the world’s largest unorgd mines.

34




In 2004, PT Freeport Indonesia commenced its “Commfrastructure” project, which will provide aceet® its large undeveloped
underground ore bodies located in the Grasbergralsdistrict through a tunnel system located axipnately 400 meters deeper than its
existing underground tunnel system. PT Freepomnedia’s share of capital expenditures for its Comimfrastructure project totaled
approximately $19 million in 2005 and is estimatedotal approximately $6 million in 2006. The Comminfrastructure project is
progressing according to plan. Work on the Grasbedgrground ore body is scheduled to begin in 266 projected capital expenditures
of approximately $21 million.

PT Freeport Indonesia is also proceeding with ptargevelop Big Gossan, a high-grade deposit lalcagar the existing milling complex.

Our Board of Directors has approved this project aggregate capital expenditures from 2005 to 200Big Gossan are expected to total
approximately $225 million ($195 million net to FFfeeport Indonesia, with approximately $50 milliar2006). Production is expected to
ramp up to 7,000 metric tons per day by 2010 (ggeemnual aggregate incremental production of lilEsmpounds of copper and 65,000
ounces of gold, with PT Freeport Indonesia recgi@f percent of these amounts). The Big Gossan imieepected to be an open-stope mine
with cemented backfill, which is an established imjrmethodology expected to be higher-cost tharbtbek-cave method used at the DOZ
mine.

Copper sales volumes totaled 1.46 billion pound20@5, 47 percent higher than the 1.0 billion paurgported in 2004. Copper price
realizations of $1.85 per pound in 2005 were $@&B8pound higher than the 2004 realizations of Bp& pound. Gold sales volumes totaled
2.8 million ounces in 2005, 93 percent higher ttf@n1.4 million ounces reported in 2004. Gold prealizations of $456.27 per ounce in
2005 were nearly $44 an ounce higher than 2004&ati@ins of $412.32 per ounce.

Treatment charges vary with the volume of metald and the price of copper, and royalties vary wlith volume of metals sold and the pr

of copper and gold. In addition, treatment chakgey based on PT Freeport Indonesia’s customerasisales to PT Smelting are subject to a
minimum rate (see below). Market rates for treatnaeml refining charge rates began to increasefgigntly in late 2004, and PT Freeport
Indonesia’s average 2005 rate exceeded its av@@erate. Royalties totaled $103.7 million in 2@0&E $43.5 million in 2004, reflecting
higher sales volumes and metal prices.

Substantially all of PT Freeport Indonesia’s corir sales contracts provide final copper priéing specified future period based on prices
qguoted on the LME. PT Freeport Indonesia recordsmees and invoices its customers based on LMEg#tthe time of shipment. Under
accounting rules, these terms create an “embedgl@gative” in our concentrate sales contracts wiekst be adjusted to fair value through
earnings each period until the date of final coppaing. PT Freeport Indonesia’s 2005 revenuekidenet additions of $223.3 million for
adjustments to the fair value of embedded coppevatéves in concentrate sales contracts, compartd$68.2 million in 2004.

Gross Profit per Pound of Copper (¢)/per Ounceafti@nd Silver ($)

Year Ended December 31, 2005

Pounds of copper sold (000s) 1,456,50! 1,456,50!
Ounces of gold sold 2,790,201
Ounces of silver sold 4,734,601
By-Product Co-Product Method
Method Copper Gold Silver
Revenues, after adjustments shown below 185.4¢ 185.4¢ $456.2° $6.3¢

Site production and delivery, before net non-

cash and nonrecurring costs shown below 65.22 44.(° 107.7% 1.7€0
Gold and silver credits (89.6) - - -
Treatment charges 24.1 16.2 39.7¢ 0.6t
Royalty on metals 7.1 4.8 11.7i 0.1¢

Unit net cash cosr 6.8 65.C 159.2! 2.6(
Depreciation and amortization 14.4 9.7 23.7¢ 0.3¢
Noncash and nonrecurring costs, 2 0.2 0.52 0.01

Total unit costs 21.t 74.¢ 183.5¢ 3.0C
Revenue adjustments, primarily for pricing

on prior period open sales and silver hedging 1.2 1.4 (1.19 0.0z
PT Smelting intercompany profit elimination (1.6 (1.7) (2.67) (0.0

Gross profit per pound/ounce 163.5¢ 110.¢ $268.9: $3.3¢
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Year Ended December 31, 2004

Pounds of copper sold (000s) 991,60( 991,60(
Ounces of gold sold 1,443,001
Ounces of silver sold 3,257,801
By-Product Co-Product Method
Method Copper Gold Silver
Revenues, after adjustments shown below 136.%¢ 136.<¢ $412.3: $6.1(

Site production and delivery, before net non-

cash and nonrecurring credits shown below 77.1 53.1¢ 159.1% 2.5¢€e
Gold and silver credits (62.2) - - -
Treatment charges 20.4 14.C 42.12 0.6¢
Royalty on metals 4.4 3.C 9.0¢ 0.1t

Unit net cash cosr 39.7 70.1 210.3¢ 3.3¢
Depreciation and amortization 17.C 11.7 35.0¢ 0.5¢
Noncash and nonrecurring credits, (0.9) (0.9 (0.85) (0.01

Total unit costs 56.: 81.t 244 5 3.94
Revenue adjustments, primarily for pricing

on prior period open sales and silver hedging 1.¢ 2.C 0.1t 0.1C
PT Smelting intercompany profit elimination (1.4 (1.0) (2.87) (0.09)
Gross profit per pound/ounce 8l.1¢ 56.4¢ $165.0% $2.21

a. Net of deferred mining costotaling $64.9 million or 4.5¢ per pound. Upon atilmp of EITF 04-6 (see “New Accounting Standardstia
Note 1) mining costs will no longer be deferr

b. Net of deferred mining costs totaling $43.8 million3.(¢ per pound for copper, $20.6 million or $7.37 pence for gold and $0.6
million or $0.12 per ounce for silver ( see Notabmve).

c. For a reconciliation of unit net cash costs to piaihn and delivery costs applicable to sales rteploin FCX's consolidated financial
statements refer to “Product Revenues and ProduCtists.”

d. Net of deferred mining costs totaling $77.8 millien7.¢¢ per pound ( see Note a above).

e. Net of deferred mining costs totaling $53.6 million5.4¢ per pound for copper, $23.4 million or $16.20 ence for gold and $0.8
million or $0.26 per ounce for silver ( see Not@bave).

We present gross profit per pound of copper usoth b “by-product” method and a “co-product” meth@éée use the by-product method in
our presentation of gross profit per pound of cofyeeause (1) the majority of our revenues are eopprenues, (2) we produce and sell one
product, concentrates, which contains copper, goltisilver, (3) it is not possible to specificadlgsign our costs to revenues from the copper,
gold and silver we produce in concentrates, (¥)tthe method used to compare mining operatioggiitain industry publications and (5) it is
the method used by our management and our Bodbitettors to monitor our operations. In the co-pretdmethod presentation, costs are
allocated to the different products based on tie#tive revenue values, which will vary to theesttour metals sales volumes and realized
prices change.

Because of the fixed nature of a large portionwfansts, unit costs vary significantly from pertodperiod depending on volumes of copper
and gold sold during the period. In addition, wedaxperienced significant increases in our pradaatosts in recent years primarily as a
result of higher energy costs and costs of othesemables, higher mining costs and milling rai@sot costs and other factors. Our energy
costs, which approximate 22 percent of PT Fredpddnesia’s production costs, primarily includeghases of 100 million gallons of diesel
per year and 650,000 metric tons of coal per y@sel prices have risen by more than 120 perdeoe 2002 and our coal costs are
approximately 40 percent higher. The costs of otleasumables, including steel and reagents, als® inareased. Our costs have been
affected by the stronger Australian dollar agaihstU.S. dollar (approximately 40 percent incresisee the beginning of 2003), which
comprise approximately 15 percent of PT Freepalbiresia’s production costs. We are pursuing caoktat®on initiatives to mitigate the
impacts of these increases.

Lower unit site production and delivery costs i©20eflected significantly higher sales volumesuhisg from higher ore grades and the
primarily fixed nature of a large portion of PT Ep®rt Indonesia’s cost structure. Unit site proaucand delivery costs are net of deferred
mining costs, which will no longer be deferred avill be charged to cost of sales as incurred upmoption of EITF 04-6 (see
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“New Accounting Standards” and Note 1). PT Freepuibnesia’s 2005 overburden-to-ore ratio aver&yédo 1, compared with a life-of-
mine average ratio of 2.4 to 1. In the fourth qeladf 2004, PT Freeport Indonesia changed itsolifedine overburden-to-ore ratio to 2.4 to 1
from 2.2 to 1, and in the fourth quarter of 2008 thtio changed to 2.1 to 1 from 1.9 to 1. As of®muaber 31, 2005, deferred mining costs
totaled $285.4 million, compared with $220.4 mitliat December 31, 2004. See “Critical Accountingniastes” for a discussion of changes
in the estimated life-of-mine overburden-to-oreéaat

Unit treatment charges vary with the price of cappad royalty rates vary with prices of copper gottl. In addition, treatment charges vary
based on PT Freeport Indonesia’s customer mix.copger royalty rate payable by PT Freeport Ind@nesder its Contract of Work varies
from 1.5 percent of copper net revenue at a coppee of $0.90 or less per pound to 3.5 perceataipper price of $1.10 or more per pound.
The Contract of Work royalty rate for gold and silwales is 1.0 percent.

In connection with our fourth concentrator mill @xgion completed in 1998, PT Freeport Indonesiaeagto pay the Government of
Indonesia additional royalties (royalties not regdiby the Contract of Work) to provide further pag to the local governments and the
people of the Indonesian province of Papua (see MptThe additional royalties are paid on mew@irfiproduction from PT Freeport
Indonesia’s milling facilities above 200,000 metioais of ore per day. PT Freeport Indonesia’s tgyalte on copper net revenues from
production above 200,000 metric tons of ore peridajpuble the Contract of Work royalty rate, ahe toyalty rates on gold and silver sales
from production above 200,000 metric tons of onedagy are triple the Contract of Work royalty rates

As a result of higher copper and gold sales volyrmes2005 royalty costs of $103.7 million increasempared with royalty costs of $43.5
million in 2004, including $18.1 million in 2005 dmone in 2004 for the additional royalties diseasabove. If copper prices average $2.00
per pound and gold prices average $550 per ourmiegd2006, we would expect royalty costs to togghraximately $83 million ($0.06 per
pound of copper) for 2006. These estimates ass@®@ fales volumes of 1.3 billion pounds of coppet &7 million ounces of gold.

As a result of the higher copper production andsgblumes in 2005, PT Freeport Indonesia’s urptet@ation rate decreased compared with
2004. Because certain assets are depreciatedtaightline basis, the unit rate will vary withethevel of copper production and sales.

PT Freeport Indonesia has a labor agreement cayisilmourly paid Indonesian employees, the keyigions of which are renegotiated
biannually. The labor agreement was scheduledpgoern September 30, 2005. In June 2005, PT Frebpmonesia and its workers agreed
to terms for a new labor agreement that expiré&eiptember 2007. PT Freeport Indonesia’s relatigtisthe workers’ union have generally
been satisfactory.

Unit Net Cash Costs: By-Product Method - Unit rettc costs per pound of copper calculated using@duct method is a measure inter
to provide investors with information about thetcgenerating capacity of our mining operations egped on a basis relating to our primary
metal product, copper. PT Freeport Indonesia usesrteasure for the same purpose and for monitajiegating performance by its mining
operations. This information differs from measuvéperformance determined in accordance with gélgexacepted accounting principles
and should not be considered in isolation or aghatitute for measures of performance determinedtdaordance with generally accepted
accounting principles. This measure is presentestigr copper and gold mining companies, althouginteasures may not be comparab
similarly titled measures reported by other comeani

Unit site production and delivery costs in 2005raged $0.65 per pound of copper, $0.12 per poundrithan the $0.77 reported in 2004.
Unit site production and delivery costs in 2005dféad from higher copper sales volumes resultegifhigher ore grades, but were
adversely affected by higher energy costs and adsither consumables, higher mining costs andnmiltates, labor costs and other factors.

Gold and silver credits increased to $0.90 per danr2005, compared with $0.62 per pound in 208flecting higher gold sales volumes ¢
average realized prices in 2005. Treatment changesased to $0.24 per pound in 2005 from $0.2@pend in 2004 primarily because of
higher copper prices and higher treatment rategafes of $0.07 per pound in 2005 were almost $@&r pound above 2004 primarily
because of higher copper and gold prices and galemes.

Assuming 2006 average prices of $2.00 per pounddpper and $550 per ounce for gold, and coppegaltisales of 1.3 billion pounds and
1.7 million ounces for 2006, PT Freeport Indonesiimates that its annual 2006 unit net
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cash costs, including gold and silver credits, Wiapproximate $0.51 per pound. Forecasted unitast costs are calculated on the same
basis as the historical unit costs. Unit net castiscfor 2006 would change by approximately $0&3gmund for each $25 per ounce change
in the average price of gold for 2006. While aggteg-osts are expected to be similar to 2005 ampastimated unit cash costs for 2006 are
projected to be higher than the 2005 average, pitintzecause of lower 2006 copper and gold salésmmes. Because the majority of PT
Freeport Indonesia’s costs are fixed, unit costewary with the volumes sold and will therefore lhigher during the first half of 2006 and
lower during the second half compared to the ptegtannual average.

Unit Net Cash Costs: Co-Product Method - Usingdir@roduct method, unit site production and delihaosts in 2005 averaged $0.44 per
pound of copper, compared with $0.53 in 2004. Fbd gunit site production and delivery costs in 2@¥eraged $108 per ounce, compared
with $159 in 2004. As discussed above, unit sitelpction and delivery costs in 2005 benefited flagher sales volumes resulting from
higher ore grades, but were adversely affecteddtyel energy costs and costs of other consumdtilgiser mining costs and milling rates,
labor costs and other factors. Treatment chargepqend of copper were higher in 2005 primarily dugse of higher rates and copper prices,
while treatment charges per ounce of gold werdslidower in 2005 primarily because of our metlafcllocating these costs. Royalties per
pound and per ounce were higher in 2005 becausigloér sales volumes and realized prices compaitd2@04.

PT Freeport Indonesia Operating Rest- 2004 Compared with 2003

PT Freeport Indonesia’s 2004 revenues were slidgtigiger than 2003 revenues, with higher price zatilins offset by lower sales volumes.
PT Freeport Indonesia reported lower productionsaids in 2004, reflecting the mining of lower-gradaterial and accelerated overburden
removal activities following the fourth-quarter Z6lippage and debris flow events. Copper salaswes totaled 1.0 billion pounds in 2004,
23 percent lower than the 1.3 billion pounds regubih 2003. Copper price realizations of $1.37gmmd in 2004 were $0.55 per pound
higher than the 2003 realizations of $0.82 per do@old sales volumes totaled 1,443,000 ounce®04 242 percent lower than the
2,469,800 ounces reported in 2003. Gold pricezatitins of $412.32 per ounce in 2004 were $54.7dusce higher than the 2003
realizations of $357.61 per ounce, before realgagds related to the redemption of our Gold-Denatgd Preferred Stock. Gold price
realizations were $366.60 per ounce in 2003 afeghnhg gains from redemption of our Gold-Denomidd&eeferred Stock.

Total treatment charges for PT Freeport Indones2004 were lower because of the lower volume dahsales. Royalty costs totaled $43.5
million in 2004 compared with $26.5 million in 200@flecting higher metal prices partly offset bykr sales volumes. Royalty costs
included no additional royalties in 2004 and $6iiom of additional royalties, discussed above2003.

Following the fourth-quarter 2003 Grasberg opersliitpage and debris flow events, we acceleratedamoval of overburden and mined
low-grade ore prior to restoring safe access thdrigyrade ore areas in the second quarter of 20@4esuming normal milling rates in June
2004. Mill throughput averaged 185,100 metric tohere per day in 2004 and 203,000 metric tonsrefim 2003. Approximate average daily
throughput processed at our mill facilities froncleaf our producing mines follows (metric tons of per day):

Years Ended December 31

2004 2003
Grasbherg open pit 141,50( 155,70(
Deep Ore Zone 43,60( 40,50(
Intermediate Ore Zone - 6,80(
Total 185,10( 203,00(

Production from the DOZ underground mine averag&@@D metric tons of ore per day, representingetégnt of total 2004 mill throughpt
The Intermediate Ore Zone underground mine wasetkgbduring the third quarter of 2003, producingadt 30 percent more copper and
gold throughout its 10-year life than the initiaberve estimates.

Copper ore grades averaged 0.87 percent in 206dpar@d with 1.09 percent in 2003. Copper recovaigsrwere 88.6 percent for 2004,

compared with 89.0 percent for 2003. In 2004, gwkigrades averaged 0.88 g/t, compared with 1154 8003. Gold recovery rates were
81.8 percent for 2004, compared with 87.3 percen2003. The mining of lower grade material regiiitelower 2004 recovery rates.
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Gross Profit per Pound of Coppé#j/per Ounce of Gold and Silver ($)

Year Ended December 31, 2003

Pounds of copper sold (000s) 1,295,60! 1,295,60!
Ounces of gold sold 2,469,801
Ounces of silver sold 4,126,701
By-Product Co-Product Method
Method Copper Gold Silver
Revenues, after adjustments shown below 81.5¢ 81.5¢ $366.6( $5.1¢

Site production and delivery, before net
reclamation, noncash and nonrecurring

costs shown below 47.€ 25.7P 112.44 1.4
Gold and silver credits (69.9) - - -
Treatment charges 17.¢ 9.7 42.2¢ 0.5¢
Royalty on metals 2.C 1.1 4.8z 0.0¢

Unit net cash costs (credif (2.3 36.5 159.5( 2.11
Depreciation and amortization 14.7 7.8 34.6¢ 0.4¢
Reclamation, noncash and nonrecurring

costs, net 1.2 0.7 2.91 0.04

Total unit costs 13.€ 45.1 197.1( 2.61

Revenue adjustments, primarily for pricing
on prior period open sales and

gold/silver hedging 2.8 il(C 0.5t 0.01
PT Smelting intercompany profit elimination 0.t 0.3 1.2¢ 0.0z
Reclamation incurred 0.1 0.1 0.22 -

Gross profit per pound/ounce 71.7¢ 38.2¢ $171.5¢ $2.57

a. Net of deferred mining costotaling $64.4 million or 5.0¢ per pound. Uporoption of EITF 04-6 (See “New Accounting Standards”
and Note 1), mining costs will no longer be defdrre

b. Net of deferred mining costs totaling $34.8 million2.i¢ per pound for copper, $29.0 million or $11.73 pence for gold and $0.6
million or $0.16 per ounce for silver (see Notebaee).

c. For a reconciliation of unit net cash costs (c®dib production and delivery costs applicableaies reported in FCX’'s consolidated
financial statements refer to “Product RevenuesRmaduction Costs.”

Unit Net Cash Costs: By-Product Method - Unit retft costs, including gold and silver credits, ayeda$0.40 per pound of copper during
2004, compared with a net credit of $(0.02) pemabior 2003. Higher unit site production and defyveosts in 2004 reflected significantly
lower sales volumes resulting from lower ore graates the primarily fixed nature of a large portafPT Freeport Indonesia’s cost structure.
In addition, the lower sales volumes resulted inAPdeport Indonesia being allocated a larger péagenof those fixed costs in 2004 under
our joint venture arrangements with Rio Tinto. Tiesser extent, 2004 unit costs were impacted tlydrienergy costs, increased mainten
costs, the impact of a stronger Australian dolfat encreased treatment and refining charge ratesecbby higher copper prices and our
customer mix.

Unit site production and delivery costs in 2004raged $0.77 per pound of copper, $0.29 per pougitehithan the $0.48 reported in 2003.
Unit production and delivery costs are net of defémining costs of $0.08 per pound ($77.8 millitar)2004 and $0.05 per pound ($64.4

million) for 2003. The increase in deferred mincgsts included the effects of PT Freeport Indonssiacelerated overburden removal eff
during 2004. In the fourth quarter of 2004, PT lpaaé Indonesia changed its life-of-mine overburdewre ratio to 2.4 to 1 from 2.2to 1, a
in the fourth quarter of 2003 the ratio changed.foto 1 from 1.9 to 1. The fourtuarter 2004 change increased 2004 costs by $8i6muor

0.6 cents per pound. See “Critical Accounting Eates” for a discussion of changes in the estimiifiedf-mine overburden-to-ore ratio.

Gold and silver credits were $0.62 per pound f@2@ompared with $0.70 for 2003. The decreasearifyrreflects the reduced production
and sales of gold during 2004, partly offset byithproved gold realizations. Royalties of $0.04 peund in 2004 were $0.02 per pound
above the 2003 period primarily because of higlogper and gold prices. As a result of the lowempesgroduction and sales in 2004, PT
Freeport Indonesia’s depreciation rate per pourmbpper increased to $0.17 for 2004 compared vithZfor 2003.



Unit Net Cash Costs: Co-Product Method - Undercthvroduct method, unit site production and delivests in 2004 averaged $0.53 per
pound of copper, compared with $0.26 in 2003. Fxbd gunit site production and delivery costs in 2@¥eraged $159 per ounce, compared
with $112 in 2003. The higher unit costs in 2004narrily reflect the lower sales volumes for coppad gold in 2004. Treatment charges per
pound of copper were higher in 2004 because ofdnigh
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rates, compared with 2003, and were essentiallamged per ounce of gold in 2004, compared witlB2B@yalties per pound and per ou
were higher in 2004 because of higher realizedepracompared with 2003.

PT Freeport Indonesia Sales Outlc

PT Freeport Indonesia sells its copper concentmiegarily under long-term sales agreements denatadin U.S. dollars, mostly to
companies in Asia and Europe and to internatioading companies. PT Freeport Indonesia expecshiéee of sales to approximate 1.3
billion pounds of copper and 1.7 million ouncegofd for 2006, and to average 1.3 billion poundsagper and 1.9 million ounces of gold
annually over the next five years (2006 - 2010)th& Grasberg mine, the sequencing in mining aséhsvarying ore grades causes
fluctuations in the timing of ore production, rasg in varying quarterly and annual copper andiggzlles. During 2006, approximately 58
percent of copper and gold sales are expecteciagbond half of the year. Because of mine sequgniiist-quarter 2006 sales are expected
to be the lowest of the year, estimated to appraien240 million pounds of copper and 340,000 ountgsld.

PT Freeport Indonesia has long-term contractsduige approximately 60 percent of Atlantic Coppexd@per concentrate requirements at
market prices and nearly all of PT Smelting’s capgmncentrate requirements. Under the PT Smeltimdract, for the first 15 years of PT
Smelting’s operations beginning December 1998frémtment and refining charges on the majorityhefeconcentrate PT Freeport Indonesia
provides will not fall below specified minimum ratesubject to renegotiation in 2008. The rate wag3Fper pound during the period from
commencement of PT Smelting’s operations in 1998 April 2004, when it declined to a minimum of 4 per pound. PT Smelting’s rates
for 2006 are expected to exceed the minimum $0e2bpund (see “Smelting and Refining”).

Exploration and Reserves

During 2005, net additions and revisions to theregate proven and probable reserves at the Grasbeegals district totaled approximately
132 million metric tons of ore representing ince=aef 2.1 billion recoverable pounds of copper,ikion recoverable ounces of gold and
12.1 million recoverable ounces of silver. The &dds were primarily the result of positive drijmesults at the Mill Level Zone and Deep
Mill Level Zone deposits, a 345-million-metric-t@omplex with average ore grades of 1.06 percerpexoand 0.83 g/t of gold, and at the
Grasberg underground extension to the Kucing Légnogdit, a 579-million-metric-ton ore body with aage ore grades of 1.20 percent copper
and 1.06 g/t of gold. Completion of a successfatiiility study at Big Gossan also contributeditesie gains. Our aggregate exploration
budget for 2006, including Rio Tinto's share, ipested to total approximately $15 million ($10 ioifi for our share) with most of the effort
focused on potential extensions of the Grasbergngndund and Kucing Liar mine complex, and testdownward extensions of the
previously mined Ertsberg deposit. We continuesteas the timing of resumption of suspended exjporactivities in areas outside the
existing producing area of the Grasberg minerasidt.

Net of Rio Tinto’s share, PT Freeport Indonesiahare of proven and probable recoverable resasreEDecember 31, 2005, was 40.3 bil
pounds of copper, 43.9 million ounces of gold agd.Q million ounces of silver. FCX'’s equity inter@s proven and probable recoverable
reserves as of December 31, 2005, was 36.5 bifltamds of copper, 39.8 million ounces of gold ah8.1 million ounces of silver (see Note
13). PT Freeport Indonesia’s share of reserve iaddireplaced approximately 86 percent of its 28@&per production, 9 percent of 2005
gold production and 153 percent of 2005 silver patithn. Estimated recoverable reserves were askessgg a copper price of $0.90 per
pound and a gold price of $350 per ounce. If wastdd metal prices used in our reserve estimatértapproximate average London spot
prices for the past three years ($1.26 per pourcdpber and $406 per ounce of gold), the additionpmoven and probable reserves would
be material to reported reserves.

The Indonesian government previously approved suspes of our field exploration activities outsiofeour current mining operations area,
which have been in suspension in recent yearsalsaféty and security issues and regulatory uriogyteelating to a possible conflict
between our mining and exploration rights in cerfarest areas and an Indonesian Forestry law eda&ttl 999 prohibiting open-pit mining
in forest preservation areas. The current suspessiere granted for one-year periods ending Fep2@r2006, for Block B; March 31,
2006, for PT Nabire Bakti Mining; and November 2806, for Eastern Minerals. Recent Indonesian latiis permits open-pit mining in PT
Freeport Indonesia’s Block B area, subject to @ereguirements. We continue to assess these sqeaits and security issues. The timing
for our resumption of exploration activities in ddontract of Work areas outside of Block A depemwlshe resolution of these matters.
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SMELTING AND REFINING OPERATIONS

Our investment in smelters serves an importantiroteir concentrate marketing strategy. PT Freepdinesia generally sells approximately
one-half of its concentrate production to its &fgd smelters, Atlantic Copper and PT Smeltingl #ue remainder to other customers.
Treatment charges for smelting and refining comeicentrates represent a cost to PT Freeport Istioaad income to Atlantic Copper and
PT Smelting. Through downstream integration, weaasred placement of a significant portion of@ancentrate production. Low smelter
treatment and refining charges in recent yearsradiyeaffected the operating results of Atlantiqgg@er and benefited the operating results of
PT Freeport Indonesia’s mining operations. Markéts for treatment and refining charges have iseiaignificantly since late 2004 as
worldwide smelter availability was insufficient @acommodate increased mine production. Highermreat and refining charges benefit our
smelter operations and adversely affect our miojpgrations. Taking into account taxes and minantyiership interests, an equivalent
change in smelting and refining charge rates eisdlgnaffsets in our consolidated operating results

Atlantic CoppelOperating Results
Years Ended December 31,

(In Millions) 2005 2004 2003
Gross profit (loss) $ 45€¢ $ (69.9) $ (10.7)
Add depreciation and amortization expense 29.C 28.€ 28.t
Other 3.7 16.4 4.€
Cash margin (deficit) $ 785 % (2440 § 22..
Operating income (loss) (in millions) $ 34t $ (835 $ (21.¢)
Concentrate and scrap treated (metric tons) 975,40( 768,10( 964,40(
Anodes production (000s of pounds) 626,60( 494,40( 640,00(
Treatment rates per pound $0.2¢ $0.1¢€ $0.1¢€
Cathodes, wire rod and wire sales (000s of pounds) 548,60( 479,20( 546,80(
Cathode cash unit cost per pol® $0.17 $0.2¢ $0.1¢
Gold sales in anodes and slimes (ounces) 542,80( 316,70( 929,70(

a. Includes a $9.8 million charge for Atlantic Copeaworkforce reduction plan.

b. Includes costs related to Atlantic Copper’s 51-d@jor maintenance turnaround totaling $27.5 million

c. For a reconciliation of cathode cash unit costgmemd to production costs applicable to sales teddn FCX'’s consolidated financial
statements refer to “Product Revenues and Produ€hists” below.

Atlantic CoppelOperating Results - 2005 Compared with 2004

Atlantic Copper’s operating cash margin was $78I8an in 2005, compared with a deficit of $24.4lhoin in 2004. The deficit in 2004 was
primarily attributable to Atlantic Copper’s majoramtenance turnaround, which began in March 20@4veass completed in May 2004.
Atlantic Copper reported operating income of $34iBion in 2005, compared with operating losse$88.5 million in 2004. The positive
results in 2005 primarily reflect higher treatmeharge rates, realized benefits from a recentregisiction and operational enhancement €
and copper market pricing conditions, partiallysetfby higher energy costs, compared with 2004¢hvimicluded a 51-day scheduled major
maintenance turnaround and a $12.0 million chasgevbrk force reductions. The maintenance turnadcaciversely affected costs and
volumes resulting in impacts of approximately $4iliam, including an approximate $12 million impdcbm lower volumes, on 2004
operating results and net income. Major maintenamcgrounds typically occur approximately evenyenjears for Atlantic Copper, with
significantly shorter term maintenance turnarouoctsurring in the interim. Atlantic Copper has ad?®+ maintenance turnaround currently
scheduled for 2007.

Atlantic Copper treated 975,400 metric tons of emiate and scrap in 2005, compared with 768,1G6iartens in 2004. Cathode production
totaled 545.3 million pounds and sales totaled ®4dllion pounds during 2005, compared with cathpdiduction of 454.7 million pounds
and sales of 479.2 million pounds during 2004. étiaCoppers cathode cash unit cost per pound of copper asdrd@.17 in 2005 and $0.

in 2004. Unit costs in 2004 were adversely affetgdbwer production and higher costs from the deltesd maintenance turnaround. Atlantic
Coppers treatment charges (including price participatiovh)ich are what PT Freeport Indonesia and thirtigsapay Atlantic Copper to sm
and refine concentrates, averaged $0.23 per pouR@d5 and $0.16 per pound in 2004. Excess snealteacity, combined with limited
copper concentrate availability, resulted in hisly low long-term treatment and refining rates the past several years. However, as
discussed above, treatment charge rates have sectagnificantly since late 2004 with increasedamroduction and higher copper prices.
Atlantic Copper expects these higher rates to lieiteR006 operations with its average rates at currepper prices projected to approxim
$0.28 per pound in 2006.
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We defer recognizing profits on PT Freeport Indéaiessales to Atlantic Copper and on 25 percenPdfFreeport Indonesis’sales to P
Smelting until the final sales to third parties mccChanges in these net deferrals resulted inctehs to our operating income totaling $1+
million ($77.8 million to net income or $0.35 pdrase) in 2005, compared with $24.7 million ($12.iMlian to net income or $0.07 per she
in 2004. At December 31, 2005, our net deferreditsron PT Freeport Indonesia concentrate inveesosit Atlantic Copper and PT Smeli
to be recognized in future period®t income after taxes and minority interest stgatataled $119.8 million. Based on copper price$20(
per pound and gold prices of $550 per ounce forfitlse quarter of 2006 and current shipping schedulve expect that the net chang
deferred profits on intercompany sales will resulan increase to net income of approximately $6éliam in the first quarter of 2006. TI
actual change in deferred intercompany profits midfgr substantially from this estimate becauselwiinges in the timing of shipment:
affiliated smelters and metal prices.

As of December 31, 2005, FCX's net investment itadtic Copper totaled approximately $115 milliogXhad a $189.5 million loan
outstanding to Atlantic Copper and Atlantic Coppetébt to third parties under nonrecourse finanamgngements totaled $5.0 million. In
March 2004, we used a portion of the proceeds fr@rsale of our8% Senior Notes to fund Atlantic Copper’s repaynmar$162.4 million
of its borrowings (see “Capital Resources and ldiyi- Financing Activities”). Atlantic Copper reated a $3.7 million ($0.02 per share)
accounting charge for losses on early extinguistiroedebt in 2004 related to these debt repayments.

Atlantic CoppeliOperating Results - 2004 Compared with 2003

As discussed above, Atlantic Copper completed d&lscheduled major maintenance turnaround in M@ 2adversely affecting 2004
results. Atlantic Copper’s operating cash margis w&24.4 million deficit in 2004, compared witpasitive $22.4 million in 2003. The
deficit in 2004 was primarily because of Atlantiofiper’'s major maintenance turnaround.

Atlantic Copper treated 768,100 metric tons of emiate and scrap in 2004, compared with 964,4Q6iartens in 2003. Cathode production
totaled 454.7 million pounds and sales totaled 2-Adllion pounds during 2004, compared with cathpdiduction of 544.7 million pounds
and sales of 546.8 million pounds during 2003. AttmCopper’s cathode cash unit cost per poundpper, before currency hedging,
averaged $0.25 in 2004 and $0.16 in 2003. Unitsclost2004 were adversely affected by lower producand higher costs from the
maintenance turnaround. Treatment charges (inajugliite participation) were at historically low &8, averaging $0.16 per pound for 2004
and 2003.

Atlantic Copper reported operating losses of $88il5on in 2004 and $21.8 million in 2003. The hggHosses in 2004 include a $12.0 mil
charge for workforce reductions, lower treatmerarges and lower production levels, compared wid320he effect of the 51-day
turnaround on Atlantic Copper’s results for 200&w@proximately $40 million, including an approxim&12 million impact from lower
volumes.

During 2004, Atlantic Copper undertook a cost réucand operational enhancement plan designegidiace unit costs, including a
reduction in workforce, and enhance operationaladrdinistrative efficiencies. In addition, in Dedaen 2004, Atlantic Copper completed a
sale of its wire rod and wire assets for $18.3iamillcash, resulting in a $7.5 million gain. Theesahs enabled Atlantic Copper to simplify its
business and management structure and reduce \gar&pital requirements.

PT Smelting Operating Resu
Years Ended December 31,

(In Millions) 2005 2004 2003

PT Freeport Indonesia sales to PT Smelting $ 1,008 $ 696.C $ 510.2
Equity in PT Smelting earnings 9.3 2.C 5.€
PT Freeport Indonesia operating profits (deferredpgnized (23.6) (23.9) 7.C

PT Smelting Operating Resu- 2005 Compared with 2004

PT Freeport Indonesia accounts for its 25 peregatast in PT Smelting using the equity method prodides PT Smelting with substantially
all of its concentrate requirements (see Note 9)iriy the second quarter of 2004, PT Smelting cetapl a 31-day maintenance turnaround
and resumed normal operations. Major maintenarroartounds of this duration typically occur approately every four years for PT
Smelting, with significantly shorter term maintenarturnarounds in the interim. PT Smelting has&ddy maintenance turnaround
scheduled for mid-2006 and its next major mainteeaanrnaround is scheduled for 2008. PT Smeltisg abmpleted
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a refinery expansion during the 2004 maintenanggtound, increasing its production capacity torapipnately 250,000 metric tons of
copper metal per year. PT Smelting plans to furéx@and its production capacity to approximatel®,200 metric tons of copper metal per
year by the middle of 200

PT Smelting treated 908,900 metric tons of coneg¢atin 2005 and 758,100 metric tons in 2004. Higloecentrate tonnage from PT Free|
Indonesia in 2005 resulted in higher productiompared with 2004 when PT Freeport Indonesia’s prtdn was much lower. PT Smelting
produced 579.7 million pounds of cathodes and $8@9 million pounds of cathodes in 2005, compavitd production of 464.0 million
pounds and sales of 462.9 million pounds in 2004Skelting’s cathode cash unit costs averaged $fetpound in 2005 and $0.12 per
pound in 2004, reflecting higher energy costs i@32partly offset by higher volumes in 2005 (seeothrct Revenues and Production Costs”).

PT Smelting Operating Resu- 2004 Compared with 2003

PT Smelting treated 758,100 metric tons of coneg¢atin 2004 and 824,800 metric tons in 2003. PTI@meaeported production of 464.0
million pounds of cathodes and sales of 462.9 amilfpounds of cathodes in 2004, compared with pridmuof 492.4 million pounds and sa
of 493.5 million pounds in 2003. PT Smelting’s aath cash unit costs averaged $0.12 per pound i 200 $0.10 per pound in 2003. The
2004 unit costs reflect the impact of lower volurme2004 resulting from the scheduled maintenanoearound.

CAPITAL RESOURCES AND LIQUIDITY

Our operating cash flows vary with prices realif@dcopper and gold sales, our production levaigdpction costs, cash payments for inci
taxes and interest, working capital changes aner déttors. Based on current mine plans and sutgdature copper and gold prices, we
expect to generate operating cash flows in exciesardoudgeted capital expenditures, providing opputies to reduce debt further and
return cash to shareholders through dividends harkgpurchases. Financial transactions completedgdR005 totaled $1.2 billion, includir
$0.7 billion in debt reductions and $0.5 billiondammon stock dividends and share purchases. DAfiA§ our Board of Directors authoriz
three supplemental common stock dividends toté$ih&0 per share, and increased our current regafamon stock dividend to $1.25 per
share, which is payable quarterly beginning Felyrda2006, at a rate of $0.3125 per share. In Jsr2@06, our Board of Directors declare
supplemental dividend of $0.50 per share payableMal, 2006 to shareholders of record on Marct2086. Our Board of Directors will
continue to review our dividend policy.

We purchased 2.4 million shares of our common stock80.2 million ($33.83 per share average) dy2005 and have purchased a total of
5.8 million shares for $179.7 million ($31.22 pbeee average) under the Board authorized 20-mifiltare open market purchase program.
As of February 28, 2006, 14.2 million shares renaaiailable under the Board authorized 20-millioarghopen market purchase program.

The potential payment of future regular and suppletal dividends will be determined by our Boardafectors and will be dependent upon
many factors, including FCX’s cash flows and finahposition, copper and gold prices, and genesahemic and market conditions. The
timing of future purchases of our common stockdpehdent upon a number of factors including theepof our common shares, our cash
flows and financial position, copper and gold psiesd general economic and market conditions.

Operating Activities

We generated operating cash flows totaling $1,56%lton, including $178.8 million from working céal sources, during 2005,
compared with $341.4 million in 2004. The signifitéamprovement in 2005 compared with the prior yg@marily reflects significantly
higher production and sales and higher copper attiggices and a decrease in working capital remoénts.

Our operating cash flows totaled $341.4 millior2604, including $85.9 million received as a settairfrom insurance coverage related to
the fourth-quarter 2003 slippage and debris floerts and $130.7 million used for working capitajueements, compared with $572.1
million in 2003. The decrease in 2004 from the pyi@ar reflects the extended maintenance turnaratiAdlantic Copper and increased
working capital requirements. For 2004, significasés of cash from operating activities includeziéases in deferred mining costs, accounts
receivable and inventories. For 2003, significaggalincluded increases in deferred mining costsrarghtories, and payment of income
taxes, partly offset by an increase in our accopasable and accrued liabilities.
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Operating activities are expected to generateigesitish flows for the foreseeable future basedrtditipated operating results and metal
prices. Using estimated sales volumes for 2006aasdming prices of $2.00 per pound of copper aB® $&r ounce of gold, we would
generate operating cash flows approximating $1libtin 2006. First-quarter 2006 operating casiwé are expected to be the lowest of the
year as a result of significant tax payments rel&de2005, other working capital requirements, Ipfirst- quarter sales volumes, and a
hedging loss from the February 1, 2006 redemptfaruo Gold-Denominated Preferred Stock (see below).

Investing Activitie:

Total capital expenditures of $143.0 million in 30®ere only slightly higher than the $141.0 milli@ported in 2004. Our capital
expenditures for 2005 included approximately $1Bioni for the DOZ expansion and $19 million for tte@mmon Infrastructure project. The
largest individual capital expenditures for 200#arily related to long-term development projeatsjuding development of the DOZ mine,
totaling approximately $37 million. Capital expetudes in 2003, which totaled $139.2 million, inahadthe expansion of the DOZ mine
(approximately $22 million) and work on the Gragheverburden handling system (approximately $21lionjl. Capital expenditures,
including approximately $115 million for long-tenonojects, are estimated to total $250 million f608 and average approximately $200
million per year over the next five years.

In the first quarter of 2005, PT Freeport Indonesizeived the $23.2 million balance of its sharesfirance settlement proceeds related to its
open-pit slippage claim, $2.0 million of which repented a recovery of property losses. In 20050l a parcel of land in Arizona held by a
joint venture in which we own a 50 percent inteagsdl our share of net cash proceeds from thes@led $6.6 million. In November 20C

this same joint venture completed the sale to bastate developer of a parcel of land in Arizorfeere the joint venture previously was
engaged in a copper mining research project. Canesbf net cash proceeds from the sale totaled$8ilion. In December 2004, Atlantic
Copper completed a sale of its wire rod and wisetssand received $18.3 million cash.

In 2001, we sold $603.8 million of 8%% ConvertilBlenior Notes due 2006. The terms of the notes redjtinat we use $139.8 million of the
proceeds to purchase a portfolio of U.S. governraeatirities to secure and pay for the first sixiaamual interest payments. We sold $6.7
million of these restricted investments in 2004 &46.6 million in 2003 to pay interest. Conversiofshese notes allowed us to sell $15.1
million of our restricted investments during 200 &27.0 million during 2003 (see below). In thstfiquarter of 2004, Atlantic Copper
repaid its working capital revolving credit fagflithat was secured by certain copper concentratniory, resulting in the release of $11.0
million of previously restricted cash.

In July 2003, we acquired the 85.7 percent ownpritierest in Puncakjaya Power owned by affiliaEBuke Energy Corporation for $68.1
million cash, net of $9.9 million of cash acquir®. Freeport Indonesia purchases power from Puagalfower under infrastructure asset
financing arrangements.

Financing Activities

As of December 31, 2005, we had total unrestrictesh and cash equivalents of $763.6 million aral taitstanding debt of $1.3 billion. De
was reduced by $696.0 million during 2005, primaréflecting the following transactions to acceterthe repayment of debt totaling $669.9
million:

« prepayment of $187.0 million of Puncakjaya Powegsk debt;

» purchases in open market transactions of
0 $216.1 million of 10:% Senior Notes due 2010 for $239.4 million;
0 $11.1 million of 7.50% Senior Notes due 2006 fot $Imillion; and
0 $4.4 million of 7.20% Senior Notes due 2026 forl$4illion;

« privately negotiated transactions to induce corwarsf $251.3 million of 7% Convertible Senior Nstdue 2011 into 8.1 millic
shares of FCX common stock.

We recorded charges of $52.2 million ($40.2 milltomet income, net of related reduction of inteeegpense, or $0.18 per share) in 2005
result of these transactions. The aggregate iriteoss savings of these transactions is estimategproximate $48 million per annum. In
January 2006, we privately negotiated transactiomsduce conversion of $11.0 million of our 7% @ertible Senior Notes into 0.4 million
shares of FCX common stock. We will record net gharof $0.8 million, $0.5 million to net income,tire first quarter of 2006 as a result of
these transactions. We are continuing to assesstopities to repay debt in advance of scheduletliritizs.
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On August 1, 2005, we funded the seventh of eigheduled annual redemption payments on our Sikexrelninated Preferred Stock for
$17.5 million. The mandatory redemption resulted $112.5 million decrease in debt and a reductfaevenues of $5.0 million, $2.6 million

to net income or $0.01 per share, in 2005. Mangigiartial redemptions of our Silver-Denominatedf@med Stock totaled $13.9 million in
2004 and $10.8 million in 2003. Our Gold-Denomisé®d Silver-Denominated Preferred Stock are tdeasehedges and any gains or losses
realized upon redemption are therefore recordetipstments to revenues under accounting rulelgemt the time of their original
issuance. In February 2006, we redeemed the 4li®mdhares of our Gold-Denominated Preferred St8ekies Il for $236.3 million. The
mandatory redemption resulted in a $167.4 milliecréase in debt and a hedging loss to 2006 reverfi$E®.0 million, $36.6 million to net
income or $0.20 per share based on outstandingshabDecember 31, 2005.

In 2003, our Board of Directors approved a new aparket share purchase program for up to 20 mibioares, which replaced our previous
program. Through February 24, 2006, under this pegram, we acquired 2.4 million shares in 2005580.2 million, $33.83 per share
average, and 3.4 million shares in 2004 for $991bom, $29.39 per share average, and 14.2 milibares remain available. The timing of
future purchases of our common stock is dependentany factors including the price of our commoarsh, our cash flows and financial
position, copper and gold prices and general ecamand market conditions.

Common stock dividends totaled $452.5 million i®2F$2.50 per share), including $272.3 million BElper share) for the three $0.50 per
share supplemental dividends paid on March 31, 286ptember 30, 2005, and December 30, 2005. leiber 2005, our Board of
Directors authorized an increase in our annual comstock dividend to $1.25 per share (from $1.00spare). The dividend will be payable
quarterly ($0.3125 per share) beginning with therkary 1, 2006 dividend payment. In January 2006 Board of Directors declared a
supplemental dividend of $0.50 per share payableMa1, 2006 to shareholders of record on March2086. The declaration and payment
of dividends is at the discretion of our Board afddtors. The amount of our current quarterly adisidend ($0.3125 per share) on our
common stock and the possible payment of additibrtate supplemental cash dividends will depen@wonfinancial results, cash
requirements, future prospects and other factaemee relevant by our Board of Directors.

In February 2003, our Board of Directors authoritteglinitiation of an annual cash dividend on cammon stock of $0.36 per share,
increased the dividend in October 2003 to an anratalof $0.80 per share and increased the dividgad in October 2004 to an annual rate
of $1.00 per share. In December 2004, our Boafdirgfctors authorized a supplemental common stoeikleind of $0.25 per share, which \
paid on December 29, 2004. Dividend payments omeomstock totaled $198.8 million in 2004 and $4hilfion in 2003. Cash dividends

on preferred stock, $60.5 million in 2005 and $3%iBion in 2004, represent dividends on our 5%&#nvertible Perpetual Preferred Stock
sold in March 2004 (see below). The 2003 prefedigitlends of $33.7 million were for our Step-Up @ertible Preferred Stock that we
called for redemption in December 2003 (see bel@akh dividends to minority interests represeniddivds paid to the minority interest
owners of PT Freeport Indonesia and Puncakjaya P&®uesuant to the restricted payment covenantsiirl04% Senior Notes and/8%
Senior Notes, the amount available for dividendnpawts, purchases of our common stock and otheiatest payments as of December 31,
2005, was approximately $760 million.

In January 2004, we completed a tender offer aivéigly negotiated transactions for a portion of @maining 8¥.% Convertible Senior
Notes due 2006 resulting in the early conversiof2#6.1 million of notes into 15.8 million shardd=€X common stock. We recordec

$10.9 million charge to losses on early extinguishtrand conversion of debt in connection with themeversions. The $10.9 million charge
included $6.4 million of previously accrued intdregsts, resulting in an equivalent reduction ieliest expense. In June 2004, we called for
redemption on July 31, 2004, all of the remainie.$ million of 844% Convertible Senior Notes. Dgriduly, all remaining notes were
converted into 4.7 million shares of FCX commorcktds of July 31, 2004, all of the 8¥2% ConvertiBlenior Notes, which totaled $603.8
million at issuance in 2001, had been convertenl42t2 million shares of FCX common stock.

In February 2004, we sold $350 million &% Senior Notes due 2014 for net proceeds of $3dlibn. We used a portion of the proceeds
to repay $162.4 million of Atlantic Copper borrowsand to refinance other FCX 2004 debt maturiidantic Copper recorded a $3.7
million charge to losses on early extinguishmerdetft to accelerate amortization of deferred fimacosts. Interest on the notes is payable
semiannually on February 1 and August 1 of each, yeginning August 1, 2004. We may redeem sonal or
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of the notes at our option at a make-whole redempirice prior to February 1, 2009, and afterwatdstated redemption prices. The
indenture governing the notes contains certaimicgisins, including restrictions on incurring debteating liens, selling assets, entering into
transactions with affiliates, paying cash dividendscommon stock, repurchasing or redeeming conmon@neferred equity, prepaying
subordinated debt and making investments. Duriegsétond quarter of 2004, we purchased in the @eket $9.7 million of the 6%
Senior Notes for $8.8 million, which resulted inet gain of $0.8 million recorded as a reductiofoszes on early extinguishment and
conversion of debt.

In March 2004, we sold 1.1 million shares of 5% @Gatible Perpetual Preferred Stock for $1.1 hilliwith net proceeds totaling $1.067
billion. Each share of preferred stock was inijiabnvertible into 18.8019 shares of our commoglstequivalent to an initial conversion
price of approximately $53.19 per common share.cdmversion rate is adjustable upon the occurreficertain events, including any
quarter that our common stock dividend exceedsOB0e? share. As a result of the quarterly and supphtal common stock dividends paid
through February 2006 discussed above, each shpreferred stock is now convertible into 19.72Rarges of FCX common stock,
equivalent to a conversion price of approximaté@.$9 per common share. Beginning March 30, 20@9mnay redeem shares of the
preferred stock by paying cash, our common sto@ngrcombination thereof for $1,000 per share physaid dividends, but only if our
common stock price has exceeded 130 percent afotieersion price for at least 20 trading days withiperiod of 30 consecutive trading
days immediately preceding the notice of redemp®da used a portion of the proceeds from the safritchase 23.9 million shares of FCX
common stock owned by Rio Tinto for $881.9 milli@pproximately $36.85 per share) and used the reteafor general corporate purpos
Rio Tinto no longer owns any equity interest in E@Xwever, it is still PT Freeport Indonesia’s joienture partner (see Note 2).

During the first quarter of 2003, we completed semior note offerings. In January 2003, we soldd$¥®Bdlion of 104% Senior Notes due
2010. Interest on the notes is payable semiannoallyebruary 1 and August 1 of each year. We mdgem some or all of the notes at our
option at a make-whole redemption price prior tbrigary 1, 2007, and afterwards at stated redemptices. The indenture governing the
notes contains certain restrictions on incurringtdereating liens, entering into sale leasebaaksactions, taking actions to limit distributic
from certain subsidiaries, selling assets, entaritgtransactions with affiliates, paying cashidénds on common stock, repurchasing or
redeeming common or preferred equity, prepayin@siibated debt and making investments. At DecerBlheR005, $283.9 million of the
notes remained outstanding.

In February 2003, we sold $575 million of 7% CoriNée Senior Notes due 2011. Interest on the nistpayable semiannually on March 1
and September 1 of each year. The notes are cdigedt the option of the holder, at any time ompor to maturity into shares of FCX's
common stock at a conversion price of $30.87 parestwhich is equal to a conversion rate of appnaxely 32.39 shares of common stock
per $1,000 principal amount of notes. At Decemiier2®05, $323.7 million of the notes remained autding. We used a portion of the
$1.046 billion in net proceeds from the two firstagter 2003 note offerings to repay all of the tbhetstanding amounts under our bank credit
facilities.

In April 2003, we concluded tender offers to puisdhaur outstanding 7.20% Senior Notes due 202®and.50% Senior Notes due 2006.
the $450 million outstanding at March 31, 2003 esawith a face amount of $234.0 million were terddor $239.0 million cash. We
recorded a charge of $6.6 million ($4.8 milliomet income or $0.03 per share) in 2003 associatcthese early extinguishments of debt.
In July 2003, we purchased an additional $76.0ionifface amount of our 7.20% Senior Notes for $Tiillon, and recorded a $1.3 million
($0.9 million to net income or less than $0.01 gieare) charge to losses on extinguishment of del@ctober 2003, the holders of $68.9
million of the remaining $73.5 million of outstandi 7.20% Senior Notes elected early repayment welider 2003 as permitted under their
terms. As discussed above, in 2005 we purchasepdan market transactions $4.4 million of our 7.28éfior Notes and $11.1 million of our
7.50% Senior Notes, resulting in charges of leas 0.1 million. At December 31, 2005, we had @ungding $0.2 million of 7.20% Senior
Notes and $55.4 million of 7.50% Senior Nof

In August 2003, we redeemed 6.0 million sharesafi@®enominated Preferred Stock for $210.5 millaowd partially redeemed our Silver-

Denominated Preferred Stock for $10.8 million. Tirendatory redemptions resulted in a $245.1 milkienrease in debt and a hedging ga
revenues of $23.8 million ($12.2 million to neta@mee or $0.08 per share).
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In August 2003, we privately negotiated the eadgwersion of 51.5 percent of our 8%4% Convertiblei@eNotes, which resulted in a $311.1
million reduction in debt. The holders converteéitmotes into 21.76 million shares of FCX commtatk and received $23.0 million in ce
from restricted investments held in escrow for pagtrof future interest on these notes. We recoctiedges totaling $24.7 million ($24.2
million to net income or $0.15 per share) relatethese conversions.

In October 2003, FCX and PT Freeport Indonesiaredtimto an amended revolving credit facility thadvides a commitment of $195 milli
and matures in September 2006. We recorded chtogdisg $5.6 million ($3.7 million to net income $0.02 per share) in 2003 to accele
amortization of deferred financing costs relateth®prior credit facility.

In December 2003, we called for redemption the diéay shares representing our 7% Step-Up Converfiteferred Stock. Of the 14.0
million depositary shares outstanding at the tirnihe call, 13.8 million depositary shares werewvasted into 11.5 million shares of FCX
common stock. The remaining shares were redeemexgfmoximately $7 million cash.

As a result of the transactions discussed abovdiadenet cash borrowings (repayments) of debtibgt&(493.0) million in 2005, $(30.0)
million in 2004 and $37.5 million in 2003.

Debt Maturities Below is a summary (in millions) of our total debaturities based on loan balances as of Decemh&@085, and original
issue amounts for mandatorily redeemable prefest@ck.

2006 2007 2008 2009 2010 Thereafter

Equipment loans and other $ 131 $ 135 $ 135 $ 135 $ 10.z $ 3.7
Redeemable preferred stock 179.¢ - - - - -
7.50% Senior Notes due 2006 55.4 - - - - -
Atlantic Copper debt 5.C - - - - -
10%% Senior Notes due 2010 - - - - 283.¢ -
7% Convertible Senior Notes due 2(2 - - - - - 323.%
67:% Senior Notes due 2014 - - - - - 340.:
7.20% Senior Notes due 2026 - - - - - 0.2

Total debt maturities $ 253.¢ % 135 $ 135 $ 136 $ 2941 $ 667.¢
Pro forma adjustment 7. - - - - (11

Pro forma debt maturities $ 330¢ % 135 $ 135 $ 135 $ 2941 % 656.¢

a. Conversion price is $30.87 per share.

b. Represents additional amounts due above the ofigsize amounts based on the price of gold andrsitetaling $69.0 million for our
Gold-Denominated Preferred Stock, Series Il an8 #8llion for our Silver-Denominated Preferred StoEor the Gold-Denominated
Preferred Stock, the adjustment is based on theuegb2006 redemption amount. For the Silver-Dematdd Preferred Stock, we
calculated the adjustment using the December 3B, A0ndon silver fixing price for one ounce ofvsit ($8.83) in the London bullion
market (which determines the Silver-Denominatedd?red Stock redemption amount).

c. Includes the 7% Convertible Senior Notes due 26afiwe induced conversion of in January 2006 (beeg).

Other Contractual Obligations

In addition to our debt and redeemable preferrecksiaturities shown above, we have other contehatbligations and commitments, which
we expect to fund with projected operating castviloavailable credit facilities or future financitrgnsactions, if necessary. These obliga
and commitments include PT Freeport Indonesia’smitments to provide one percent of its annual reedior development of the local
people in our area of operations through the Fredfartnership Fund for Community Development andantribute amounts to a cash fund
designed to accumulate at least $100 million byetié of our Indonesian mining activities to payrfane closure and reclamation. Atlantic
Copper has a mostly unfunded contractual obligademominated in euros to supplement amounts paidrtain retired employees. In Aug
2002, Atlantic Copper complied with Spanish legisla by agreeing to fund 7.2 million euros annuddly 15 years, beginning August 2002,
to an approved insurance company for an estimatedillion euro contractual obligation to the retiremployees. Atlantic Copper had $57.2
million recorded as of December 31, 2005, for thigation and is amortizing the unaccrued balasfcg7.0 million over the remaining 11-
year funding period. Atlantic Copper has firm caetual commitments with third parties to purchasecentrates at market prices. We h
various noncancelable operating leases and opehgss orders at December 31, 2005. A summary séth@rious obligations follows (in
millions, except concentrates):
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1 Year Years Years More than 5

Total or Less 2-3 4-5 Years

PT Freeport Indonesia mine closure and

reclamation fund $20.¢ $0.¢ $1.4 $1.4 $17.2
Atlantic Copper contractual obligation

to insurance company $93.¢ $8.5 $17.C $17.( $51.1
Atlantic Copper contracts to purchase

concentrates at market prices

(in thousand metric tons) 1,17C 37t 60% 19C -
Aggregate operating leases, including

Rio Tintc's share $36.¢ $8.2 $15.2 $11.¢ $2.C
Open purchase orders at

December 31, 2005 $113.¢ $113.¢ - - -

a. Funding plus accrued interest are projected toraatate to $100.0 million by the end of our Indoa@sinining activities.
b. Minimum payments under operating leases have ret beduced by aggregate minimum sublease rent&8.8fmillion due under
noncancelable subleases.

Environmental Matter

We believe that we conduct our Indonesian operatmsuant to applicable permits and that we conmpifl material respects with
applicable Indonesian environmental laws, rulesragdlations. We have had four independent envieortal audits conducted by
internationally recognized environmental consultamgl auditing firms. Audits were completed in 1&96Dames & Moore, in 1999 by
Montgomery Watson, in 2002 by SGS Internationati@estion Services Indonesia, a member of the &@cGénérale de Surveillance group,
and in 2005 by Montgomery Watson Harza. MontgonWatson Harza has completed the fieldwork for thes28udit and we expect the
audit report to be issued in the first quarter @&

In connection with obtaining our environmental apgals from the Indonesian government, we commiiegerforming a one-time
environmental risk assessment on the impacts ofadlimgs management plan. We completed this ekterenvironmental risk assessment
with more than 90 scientific studies conducted dwar years and submitted it to the Indonesian gavent in December 2002. We
developed the risk assessment study with input frarmdependent review panel, which included repregives from the Indonesian
government, academia and non-governmental orgamizafT he risks that we identified during this pres were in line with our impact
projections of the tailings management programaioet in our environmental approval documents.

We will determine our ultimate reclamation and alesactivities based on applicable laws and reguiatand our assessment of appropriate
remedial activities in the circumstances after attation with governmental authorities, affecteddbresidents and other affected parties. As
of December 31, 2005, we estimated aggregate ratiamand closure obligations to be approximatdlg@million for PT Freeport Indone:
and $15 million for Atlantic Copper. Estimates boé tultimate reclamation and closure costs PT Fréépdonesia will incur in the future
involve complex issues requiring integrated assesssrover a period of many years and are subjeetision over time, and actual costs
may vary from our estimates. Some reclamation ceiitbe incurred during mining activities, whileast closure costs and the remaining
reclamation costs will be incurred at the end ef @rasberg open-pit mining operations and at tideomll mining activities, which are
currently estimated to continue for more than 3&rge

In 1996, PT Freeport Indonesia began contributing tash fund ($7.2 million balance at DecembeB@5) designed to accumulate at least
$100 million by the end of our Indonesian mininghaties. We plan to use this fund, including acedunterest, to pay mine closure and
reclamation costs. Any costs in excess of the $iililon fund would be funded by operational castwflor other sources. Future changes in
regulations could require us to incur additionadtsavhich would be charged against future operatiBstimates involving environmental
matters are by their nature imprecise and can peated to be revised over time because of changgsvernment regulations, operations,
technology and inflation.

The cost of complying with environmental laws imiadamental cost of our business. We incurred aggesenvironmental capital
expenditures and other environmental costs totditg0 million in 2005, $65.1 million in 2004 and2s1 million in 2003, including tailings
management levee maintenance and mine reclam&ti@006, we expect to incur approximately $28 milliof aggregate environmental
capital expenditures and $37 million of other eonimental costs. These environmental expenditueepat of our overall 2006 operating
budget.

DISCLOSURES ABOUT MARKET RISKS



Commaodity Price Risk
Our consolidated revenues include PT Freeport lesia's sale of copper concentrates, which alscagostgnificant quantities of gold and
silver, and Atlantic Copper’s sale of
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copper anodes, cathodes, wire rod, wire and gadthodes and slimes. Atlantic Copper sold its wakand wire assets in December 2004.
Our consolidated revenues and net income varyfgigntly with fluctuations in the market pricesadpper and gold and other factors. A
change of $0.10 in the average price per poundmber would have an approximate $130 million impatbur 2006 consolidated revenues
and an approximate $65 million impact on our 2066solidated net income, assuming 2006 PT Freepddnesia copper sales of
approximately 1.3 billion pounds. A change of $@%He average price per ounce of gold would havapgmoximate $42 million impact on
our 2006 consolidated revenues and an approxingdterfiilion impact on our 2006 consolidated net mey assuming 2006 PT Freeport
Indonesia gold sales of approximately 1.7 milliamoes.

On limited past occasions, in response to markeditions, we have entered into copper and goldeguiotection contracts for a portion of
our expected future mine production to mitigateribk of adverse price fluctuations. We currentiywé no copper or gold price protection
contracts relating to our mine production. We hatstanding Gold-Denominated and Silver-Denomin&exferred Stock with dividends and
redemption amounts determined by commodity pri®es.Gold-Denominated Preferred Stock was redeemé&ebruary 2006 and the final
scheduled redemption for our Silver-Denominatedd?red Stock is in August 2006 (see “Capital Resesirand Liquidity - Financing
Activities”).

PT Freeport Indonesia’s concentrate sales agresmeith regard to copper, provide for provisionglifgs at the time of shipment with final
pricing settlement generally based on the averddE price for a specified future period. Under SFR&. 133, “Accounting for Derivative
Instruments and Hedging Activities,” PT Freepoddnesia’s sales based on a provisional sales goitiin an embedded derivative, which
we bifurcate from the sale of the concentrateb@acurrent spot LME price. The embedded derivatilgch does not qualify for hedge
accounting, is marked-to-market through earningd @&riod until the date of final copper pricingéNote 1). At December 31, 2005, we
had consolidated embedded derivatives on coppes satialing 379.6 million pounds recorded at arraye price of $2.03 per pound. Final
prices on these sales will be established ovenéhé several months pursuant to terms of salesaxist We estimate that a one-cent change
in the average price used for these embedded tigasand realized prices for these sales woule lvapproximate $4 million impact on
our 2006 consolidated revenues and an approxinzateilion impact on our 2006 consolidated net ineom

At December 31, 2005, we had outstanding two isefiesdeemable preferred stock, which have casidelid and redemption requirements
indexed to gold and silver prices. We accountlfiese securities as a hedge of future productioneftett them as debt on our balance sh
at their original issue value less redemptions uadeounting rules in place at the time of theigioal issuance. As redemption payments
occur, differences between the carrying value aedédemption payment, which is based on commaguitgs at the time of redemption, are
recorded as an adjustment to revenues (see Nobeart] 11). Partial redemptions of our Silver-Demated Preferred Stock totaled $17.5
million in 2005 and $13.9 million in 2004 resultinghedging losses recorded in revenues of $5.00mi{$2.6 million to net income or $0.01
per share) in 2005 and $1.4 million ($0.7 millionniet income or less than $0.01 per share) in 2D04ng 2003, we redeemed all our Gold-
Denominated Preferred Stock due in August 2003naadle an annual partial redemption of our Silverdeimated Preferred Stock. We paid
$221.3 million to redeem these securities, whicth &dook balance of $245.1 million. We recorded#®®.8 million gain as revenues. In
February 2006, we redeemed the 4.3 million sharesioGold-Denominated Preferred Stock, Seriesdl$236.3 million. The mandatory
redemption resulted in a $167.4 million decreasaeint and a hedging loss to 2006 revenues of $68li6n, $36.6 million to net income or
$0.20 per share based on outstanding shares atribec&1, 2005. The final redemption of our SilvesAdminated Preferred Stock is
scheduled for August 2006. The final redemptionnpayt totals 2,380,000 ounces of silver. Based erbécember 30, 2005, London silver
fixing price for one ounce of silver ($8.83) in thendon bullion market (which determines the prefdrstock redemption and dividend
amounts), our Silver-Denominated Preferred Stodkemgption amount would be $21.0 million and the 28dend amounts would total
$0.7 million.

The fair value of the Silver-Denominated Prefer&dck, based on a December 30, 2005, quoted maniketof $4.50 per depositary share,
was $21.4 million.

Atlantic Copper prices its purchases of copper eatrate at approximately the same time as it #a#isefined copper, thereby protecting
Atlantic Copper from most copper price risk. AtlanCopper enters into futures contracts to hedge
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its price risk whenever its physical purchasessaids pricing periods do not match. At Decembe2805, Atlantic Copper had net contra
with a fair value of $2.2 million, to purchase 228lion pounds of copper at an average price 09@er pound through April 2006.

Foreign Currency Exchange Ri

The functional currency for our operations in Indsia and Spain is the U.S. dollar. All of our ravesiand a significant portion of our costs
are denominated in U.S. dollars; however, somesastl certain asset and liability accounts are mi@mated in Indonesian rupiah, Australian
dollars or euros. Generally, our results are paditiaffected when the U.S. dollar strengthenslation to those foreign currencies and
adversely affected when the U.S. dollar weakenslation to those foreign currencies.

One U.S. dollar was equivalent to 9,825 rupiah etdinber 31, 2005, 9,270 rupiah at December 31,, 200018,437 rupiah at December 31,
2003. PT Freeport Indonesia recorded losses tauptimh costs totaling $0.4 million in 2005, $0.7llran in 2004 and $3.0 million in 2003
related to its rupiah-denominated net monetarytass®l liabilities. At December 31, 2005, net lidies totaled $14.4 million at an exchange
rate of 9,825 rupiah to one U.S. dollar. PT Freepatonesia’s labor costs are mostly rupiah denateih. At estimated aggregate annual
rupiah payments of 1.6 trillion for operating cosémd an exchange rate of 9,825 rupiah to one Ul&rdthe exchange rate as of December
31, 2005, a one-thousand-rupiah increase in thieamge rate would result in an approximate $15 amiliecrease in aggregate annual
operating costs. A one-thousand-rupiah decrea®iaxchange rate would result in an approximagerillion increase in aggregate annual
operating costs.

Approximately 15 percent of PT Freeport Indonesiatal purchases of materials, supplies and ses\ace denominated in Australian dollars.
The exchange rate was $0.73 to one AustralianrdailBecember 31, 2005, $0.78 to one Australiatadat December 31, 2004, and $0.7
one Australian dollar at December 31, 2003. Atested annual aggregate Australian dollar paymei8® million and an exchange rate of
$0.73 to one Australian dollar, the exchange ratefdecember 31, 2005, a $0.01 increase or dexmedbe exchange rate would result in an
approximate $2 million change in aggregate annpafating costs.

At times, PT Freeport Indonesia has entered im@ido currency forward contracts to hedge a pontibits aggregate anticipated Indonesian
rupiah and/or Australian dollar payments. In 20@5,Freeport Indonesia entered into foreign currermtracts to hedge 735.0 billion in
rupiah payments, including certain rupiah-basedtabgxpenditures, or approximately 46 percentgifragate projected rupiah payments for
2006, at an average exchange rate of 10,085 ropiahe U.S. dollar. PT Freeport Indonesia accoiantthese contracts as cash flow hedges.

The majority of Atlantic Copper’s revenues are damated in U.S. dollars; however, operating costtser than concentrate purchases, and
certain asset and liability accounts are denomihat@uros. Atlantic Copper’s estimated annual guagments total approximately 100
million euros. A $0.05 increase or decrease irettehange rate would result in an approximate $8anithange in annual costs. The
exchange rate on December 31, 2005, was $1.18iper e

In connection with refinancing its debt in June @0Atlantic Copper’s lenders required it to hedgeanticipated euro-denominated operating
costs. This hedging requirement was removed whéan#d¢ Copper refinanced the facility in March 20@4lantic Copper had no outstandi
currency hedging contracts at December 31, 200&n#¢ Copper’s operating results reflect gaincorrency hedging contracts totaling $9.6
million in 2003.

Atlantic Copper had euro-denominated net monetabjlities at December 31, 2005, totaling $54.8lionil recorded at an exchange rate of
$1.18 per euro. The exchange rate was $1.36 peratiecember 31, 2004, and $1.26 per euro at Deee®1, 2003. Adjustments to

Atlantic Copper’s euro-denominated net monetatyiliigées to reflect changes in the exchange rageracorded in other income (expense) and
totaled $5.8 million in 2005, $(1.6) million in 20@nd $(13.6) million in 2003.

Interest Rate Ris
The table below presents average interest ratesufoscheduled maturities of principal for outstagdiebt and fair value at December 31,
2005 (dollars in millions).

2006 2007 2008 2009 2010 Thereafter Fair Value

Fixed-rate debt $ 55.2 $ - $ - $ - $ 283.¢ % 664.z $  1,305.(
Average interest rate 7.5% - - - 10.1% 6.S% 7.5%

Variable-rate debt $ 198.C $ 138 $ 135 $ 135 % 10z $ 37 % 314t
Average interest rate 4.€% 6.%% 6.S% 6.S% 6.S% 6.S% 5.1%
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NEW ACCOUNTING STANDARDS
Inventory Costs
In November 2004, the Financial Accounting Standd@dard (FASB) issued SFAS No. 151, “Inventory €pah amendment of ARB No.
43, Chapter 4.” SFAS No. 151 clarifies that abndramounts of idle facility expense, freight handlicosts and wasted materials (spoilage)
should be recognized as current-period chargeseandres the allocation of fixed production overdi®#o inventory based on the normal
capacity of the production facilities. As requireg adopted SFAS No. 151 on January 1, 2006; aad adoption, there was no material
impact on our accounting for inventory costs.

StockBased Payments

Through December 31, 2005, we have accounted &mtgof employee stock options under the recognfifinciples of Accounting

Principles Board (APB) Opinion No. 25, “Accountifay Stock Issued to Employees,” and related intgiions, which require compensation
costs for stock-based employee compensation ptalps tecognized based on the difference on theadapeant, if any, between the quoted
market price of the stock and the amount an employest pay to acquire the stock. If we had apphedair value recognition provisions of
SFAS No. 123, “Accounting for Stock-Based Compeinsdt which requires stock-based compensation toeekegnized based on the use of a
fair value method, our net income would have beeluced by $12.5 million, $0.06 per basic share®h@3 per diluted share, in 2005, $5.2
million, $0.03 per basic share and $0.05 per dilsieare, in 2004 and $4.7 million, $0.03 per bakare and $0.05 per diluted share, in 2003
(see Note 1). These pro forma amounts are not sadlysindicative of what charges may be in futpegiods. In December 2004, the FASB
issued SFAS No. 123 (revised 2004), “Share-BasgthPat”

(SFAS No. 123R). SFAS No. 123R requires all shased payments to employees, including grants of@mee stock options, to be
recognized in the financial statements based anflievalues. This new accounting standard w#loachange the timing of recognition of
certain compensation costs, such as restricte#t sttits granted in place of all or part of casreintive compensation. SFAS No. 123R’s
effective date is fiscal periods beginning aftemed5, 2005. We adopted SFAS No. 123R on Janu&§Qh. Including employee stock
option grants in January 2006, we expect the 20@6ge to earnings before taxes and minority intestesring for employee stock options \
total approximately $30 million, and the reductiomet income will total approximately $16 milliamr $0.09 per share based on outstanding
shares at December 31, 2005.

Deferred Mining Costs

In March 2005, the FASB ratified EITF 04-6, “Accding for Stripping Costs Incurred during Productiarthe Mining Industry” (see Note
1), which requires that stripping costs incurredmty production be considered costs of the extthoterals and recognized as a component
of inventory to be recognized in cost of saleshim$ame period as the revenue from the sale ofiiome As a result, capitalization of
stripping costs incurred during production is ajmpiate only to the extent product inventory exatshe end of a reporting period. The
guidance in EITF 04-6 is effective for financiahtments issued for fiscal years beginning aftereb#er 15, 2005. Companies may apply
this guidance either by recognition of a cumulagffect adjustment to beginning retained earningdé period of adoption or by restating
prior period financial statements. We adopted thidance on January 1, 2006, with the most sigmifiocampacts of adoption being that the
deferred mining costs asset on our balance shetiabdate ($285.4 million) was recorded, net séta minority interest share and inventory
effects ($135.9 million), as a cumulative effecjustinent to reduce our retained earnings. Strippogis incurred in 2006 and later periods
will now effectively be charged to cost of salesraurred. Adoption of the new guidance has no ichpa our cash flows. The pro forma
impact of applying EITF 04-6 would be to reduce inebme by $35.3 million or $0.16 per diluted shfmethe year ended December 31,
2005, $39.4 million or $0.21 per diluted sharetfw year ended December 31, 2004, and $33.8 mili&0.21 per diluted share for the year
ended December 31, 2003. These pro forma amountsoanecessarily indicative of what charges mafobéuture periods.
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PRODUCT REVENUES AND PRODUCTION COSTS

PT Freeport Indonesia Product Revenues Unit Net Cash Costs
All amounts used in both the by-product and co-pobdnethod presentations are included in our resmbrdsults under generally accepted

accounting principles. We separately identify dartd these amounts as shown in the following red@tion to amounts reported in our
consolidated financial statements and as expldieee.

1. We show adjustments to revenues for prior pericghagales as separate line items. Because suchrqoppeg adjustments do
not result from current period sales, we have ctdie these separately from revenues on currertgeales.

2. Noncash and nonrecurring costs, which consiseafistsuch as wri-offs of equipment or unusual charges, have noh bee
material. They are removed from site production @eldzery costs in the calculation of unit net casists.

3. Gold and silver revenues are reflected as credamat site production and delivery costs in theplyduct method.

Year Ended December 31, 2005

By-Product Co-Product Method
(In Thousands) Method Copper Gold Silver Total
Revenues, after adjustments shown below $ 2,707,004 $ 2,707,04' $ 1,269,89. $ 35,16F $ 4,012,10
Site production and delivery, before net noncash
and nonrecurring costs shown below 949,46 640,626 300,52» 8,322 949,46¢
Gold and silver credits (1,305,05) - - - -
Treatment charges 350,42: 236,43 110,91 3,071 350,42:
Royalty on metals 103,72t 69,98¢ 32,83 90¢ 103,72t
Unit net cash costs 98,55¢ 947,04¢ 444,26t 12,30z 1,403,61
Depreciation and amortization 209,71: 141,49¢ 66,37" 1,83¢ 209,71:
Noncash and nonrecurring costs, 4,57( 3,08: 1,44 40 4,57(
Total unit costs 312,84. 1,091,63! 512,09( 14,18( 1,617,901
Revenue adjustments, primarily for pricing on
prior period open sales and silver hedging 10,02: 14,97¢ - (4,952 10,02:
PT Smelting intercompany profit elimination (23,56%) (15,899 (7,459 (207) (23,565
Gross profit $ 238066 $ 1,614,49 $ 750,34: $ 15,82¢ $ 2,380,66!
Reconciliation to Amounts Reported
(In Thousands) Depreciation
Production and
Revenues and Delivery Amortization
Totals presented above $ 4,012,10 $ 949,46¢ $ 209,71:
Net noncash and nonrecurring costs per al N/A 4,57( N/A
Less:  Treatment charges per above (350,42 N/A N/A
Royalty per above (103,72¢) N/A N/A
Revenue adjustments, primarily for pricing on
prior period open sales and hedging per above 10,02 N/A N/A
Mining and exploration segment 3,567,98: 954,03¢ 209,71:
Smelting and refining segment 1,363,20: 1,288,61! 28,99¢
Eliminations and other (752,07) (605,01) 12,80/
As reported in FCX's consolidated financial
statements $ 4,179,111 $ 1,637,63 $ 251,51

a. Net of deferred mining costs totaling $64.9 million or 4.58 pound. Upon adoption of EITF 04-6, mining casilbno longer be
deferred (see “New Accounting Standards” and Note 1

b. Net of deferred mining costs totaling $43.8 millien3.(¢ per pound for copper, $20.6 million or $7.37 pence for gold and $0.6
million or $0.12 per ounce for silver (see Notebaee).
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Year Ended December 31, 2004

By-Product Co-Product Method
(In Thousands) Method Copper Gold Silver Total
Revenues, after adjustments shown below $ 1,36358 $ 1,363,58 $ 595,20¢ $ 21,597 $ 1,980,38!
Site production and delivery, before net noncash
and nonrecurring credits shown below 764,20 526,19» 229,680 8,33% 764,20¢
Gold and silver credits (616,799 - - - -
Treatment charges 202,24: 139,25 60,78« 2,20t 202,24:
Royalty on metals 43,49¢ 29,95( 13,07« 474 43,49¢
Unit net cash costs 393,14¢ 695,39! 303,54( 11,01: 1,009,94
Depreciation and amortization 168,19! 115,81( 50,55! 1,83¢ 168,19!
Noncash and nonrecurring credits, (4,075 (2,80€) (1,225 (44) (4,075
Total unit costs 557,26¢ 808,39¢ 352,86t 12,80: 1,174,06
Revenue adjustments, primarily for pricing on
prior period open sales and silver hedging 11,92¢ 13,36¢ - (1,447 11,92¢
PT Smelting intercompany profit elimination (13,799 (9,50]) (4,147 (150) (13,799
Gross profit $ 804,44¢ $ 559,05¢ $ 238,19 $ 7,20C $ 804,44
Reconciliation to Amounts Reported
(In Thousands) Depreciation
Production and
Revenues  and Delivery Amortization
Totals presented above $ 1,980,38 $ 764,20t $ 168,19!
Net noncash and nonrecurring credits per al N/A (4,07%) N/A
Less:  Treatment charges per above (202,24 N/A N/A
Royalty per above (43,499 N/A N/A
Revenue adjustments, primarily for pricing on
prior period open sales and hedging per above 11,92¢ N/A N/A
Mining and exploration segment 1,746,57. 760,13: 168,19!
Smelting and refining segment 873,70( 914,45 28,63
Eliminations and other (248,40 (224,29) 9,581
As reported in FCX’s consolidated financial
statements $ 2,371,86‘ $ 1,450,29 $ 206,40?

a. Net of deferred mining costs totaling $77.8 millien7.8¢ per pound. Upon adoption of EITF 04-6, miningtsagill no longer be
deferred (see “New Accounting Standards” and Note 1

b. Net of deferred mining costs totaling $53.6 million 5.4¢ per pound for copper, $23.4 million or $16.20 penee for gold and $0
million or $0.26 per ounce for silver (see Notebawe).
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Year Ended December 31, 2003

(In Thousands)
Revenues, after adjustments shown below

Site production and delivery, before net
reclamation, noncash and nonrecurring
costs shown below

Gold and silver credits

Treatment charges

Royalty on metals
Unit net cash costs (credits)

Depreciation and amortization

Reclamation, noncash and nonrecurring
costs, net

Total unit costs
Revenue adjustments, primarily for pricing on
prior period open sales and gold/silver hedging
PT Smelting intercompany profit elimination
Reclamation incurred

Gross profit

Reconciliation to Amounts Reported
(In Thousands)

Totals presented above
Net reclamation, noncash and nonrecurring ¢
per above
Less:  Treatment charges per above
Royalty per above
Reclamation
Revenue adjustments, primarily for pricing on
prior period open sales and hedging per above
Mining and exploration segment
Smelting and refining segment
Eliminations and other
As reported in FCX’s consolidated financial

statements

By-Product Co-Product Method
Method Copper Gold Silver Total
$ 1,062,04: $ 1,062,04. $ 884,66t $ 19,617 $ 1,966,32.
617,21¢@ 333,370 277,69° 6,156 617,21
(904,279 - - - -
231,85t 125,22¢ 104,31 2,31: 231,85t
26,47 14,29¢ 11,91( 264 26,47
(28,73)) 472,89 393,91 8,73 875,54
190,45( 102,86! 85,68t 1,90( 190,45(
15,95« 8,617 7,17¢ 15¢ 15,95«
177,67: 584,37! 486,78( 10,79: 1,081,95:
36,58 12,75¢ 22,11( 1,72 36,58
7,01¢ 3,791 3,157 70 7,01¢
1,222 66( 55C 12 1,22z
$ 929,19" $ 494,86¢ $ 423,70: $ 10,62t $ 929,19°

Depreciation

Production and
Revenues  and Delivery Amortization
$ 1,966,32. $ 617,21¢ $ 190,45(
N/A 15,95« N/A
(231,85¢) N/A N/A
(26,477) N/A N/A
N/A (1,22%) N/A
36,58 N/A N/A
1,744,58 631,95: 190,45(
910,41 892,68: 28,46
(442,83)) (453,30¢) 11,88¢
$ 2,212,16' $ 1,071,321 $ 230,80:

a. Net of deferred mining costs totaling $64.4 million5.0¢ per pound. Upon adoption of EITF 04-6, miningtsasill no longer be
deferred (see “New Accounting Standards” and Note 1
b. Net of deferred mining costs totaling $34.8 milli@n2.7¢ per pound for copper, $29.0 million or $11.73 pence for gold and $0.6
million or $0.16 per ounce for silver (see Notebawe).
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Atlantic CoppeliCathode Cash Unit Cost Per Pound Of Copper

Atlantic Copper cathode cash unit cost per pouncbpper is a measure intended to provide investirsinformation about the costs it inci
to produce cathodes at its smelting operationgairs We use this measure for the same purposéantbnitoring operating performance at
Atlantic Copper’s smelting operations. This infotina differs from measures of performance deterahimeaccordance with generally
accepted accounting principles and should not bgidered in isolation or as a substitute for mezsof performance determined in
accordance with generally accepted accounting ipfieee Other smelting companies present this measilthough Atlantic Coppes’measur
may not be comparable to similarly titled measueg®rted by other companies. The reconciliatiombgdresents reported production costs
for our smelting and refining segment (Atlantic @ep) and subtracts or adds components of those ttwtdo not directly relate to the
process of converting copper concentrates to cathothe adjusted production costs amounts aretasedculate Atlantic Copper’s cathode
cash unit cost per pound of copper (in thousands per pound amounts):

Years Ended December 31,

2005 2004 2003
Smelting and refining segment production costs mepo
in FCX's consolidated financial statements $ 1,288,611 $ 914,452 $ 892,68:
Less:
Raw material purchase costs (907,13() (249,689 (384,34)
Production costs of wire rod and wire - b (370,43) (66,10¢)
Production costs of anodes sold (13,22¢) (3,720 (13,129
Currency hedging - - 9,62¢
Other (95¢) (16,777) (1,459
Credits:
Gold and silver revenues (245,777 (133,96() (326,949
Acid and other by-product revenues (28,446 (25,069 (20,566
Production costs used in calculating cathode cagh u
cost per pound $ 93,075 $ 114,81: $ 89,75(
Pounds of cathode produced 545,30 454,70( 544,70(
Cathode cash unit cost per pound $ 017 % 0.2° % 0.1€

a. Includes $27.5 million, $0.06 per pound, for caslated to Atlantic Copper’s major maintenance aoooind.
b. Atlantic Copper sold its wire rod and wire assat®ecember 2004.

PT Smelting Cathode Cash Unit Cost Per Pound Ofp€o

PT Smelting cathode cash unit cost per pound gbeos a measure intended to provide investors wftirmation about the costs it incurs to
produce cathodes at its smelting operations inriedia. We use this measure for the same purpos@ambnitoring operating performance
at PT Smelting’s smelting operations. This inforimatdiffers from measures of performance determineatcordance with generally
accepted accounting principles and should not bsidered in isolation or as a substitute for mezsof performance determined in
accordance with generally accepted accounting ipiieec Other smelting companies present this measilthough PT Smelting’s measure
may not be comparable to similarly titled measueg®rted by other companies. The calculation bgdoegents PT Smelting’s reported
operating costs and subtracts or adds componethesd costs that do not directly relate to the@ss of converting copper concentrates to
cathodes. PT Smelting’s operating costs are thesnailed to PT Freeport Indonesia’s equity in PTefiimg earnings reported in our
consolidated financial statements (in thousandsegbper pound amounts):
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Years Ended December 31,

2005 2004 2003
Operating costs - PT Smelting (100%) $ 85,54¢ $ 64,85¢ $ 55,78
Add: Gold and silver refining charges 4,23: 4,06¢ 6,20(
Less: Acid and other by-product revenues (14,529 (13,737 (10,665
Production cost of anodes sold - (225) (4,749
Other (1,944 33€ 1,492
Production costs used in calculating cathode cagh u
cost per pound $ 73,31 $ 55,30 $ 48,07
Pounds of cathode produced 579,70( 464,00( 492,40(
Cathode cash unit cost per pound $ 0.1t § 0.1z $ 0.1C
Reconciliation to Amounts Reported
Operating costs per above $ (85,54¢ $ (64,85¢ $ (55,789
Other costs (1,278,351 (852,91) (780,53()
Revenue and other income 1,402,07 926,91« 859,71!
PT Smelting net income 38,16¢ 9,14¢ 23,39¢
PT Freeport Indonesia’s 25% equity interest 9,54 2,28¢ 5,85(
Amortization of excess investment cost (240 (241) (241
Equity in PT Smelting earnings reported in
FCX'’s consolidated financial statements $ 9,30z $ 2,04 $ 5,60¢

CAUTIONARY STATEMENT

Our discussion and analysis contains forward-loglkitatements in which we discuss our expectatiegarding future performance. Forward-
looking statements are all statements other thstofical facts, such as those regarding anticipsaéées volumes, ore grades and milling rates,
commodity prices, general and administrative expgnsnit net cash costs, operating cash flows/togasts, capital expenditures, future
environmental costs, debt repayments and refingndigbt maturities, treatment charge rates, degtienirates, exploration efforts and
results, the impact of changes in deferred intefaomg profits on earnings, dividend payments, liguiend other financial commitments. We
caution you that these statements are not guasaofdeture performance, and our actual results ditigr materially from those projected,
anticipated or assumed in the forward-looking steets. Important factors that can cause our actgalts to differ materially from those
anticipated in the forward-looking statements idelwnanticipated mining, milling and other proceggroblems, accidents that lead to
personal injury or property damage, persistent codity price reductions, changes in political, sboraeconomic circumstances in our area
of operations, variances in ore grades, laboricglat adverse weather conditions, the speculatiera of mineral exploration, fluctuations in
interest rates and other adverse financial mankeditions, and other factors described in moreidetaler the heading “Risk Factors” in our
Form 10-K for the year ended December 31, 2005.
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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 the accompanying consolidated balsineets of FreepditeMoRan Copper & Gold Inc. and its subsidiarie®BBecembe
31, 2005 and 2004, and the related consolidatéeinséants of income, cash flows and stockholdersteépr each of the three years in the
period ended December 31, 2005. These consolifiatattial statements are the responsibility of @lmenpany's management. Our
responsibility is to express an opinion on thesgsotidated financial statements based on our audits

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenéspects, the consolidated financial posi
of FreeportMcMoRan Copper & Gold Inc. and its subsidiarie®atember 31, 2005 and 2004, and the consolidasedtsef their operatior
and their cash flows for each of the three yeathamperiod ended December 31, 2005 in conformitly W.S. generally accepted accounting
principles.

As discussed in Note 1 to the consolidated findrst&ements, effective January 1, 2003, the Compdopted Statement of Financial
Accounting Standards No. 143, “Accounting for AsRetirement Obligations,” and effective July 1, 20the Company adopted Statement of
Financial Accounting Standards No. 150, “AccountiogCertain Financial Instruments with Charactérssof both Liabilities and Equity.”

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of Freeport-McMoRan Copper & Gold Inc.’s internahtrol over financial reporting as of December 3005, based on criteria established in
Internal Control-Integrated Framework issued byGmenmittee of Sponsoring Organizations of the TwesdCommission and our report
dated February 24, 2006 expressed an unqualifisdoopthereon.

Ernst & Young LLP

New Orleans, Louisian
February 24, 2006
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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 financial reporting. Internal contmer financial reporting is defined in Rule 13af]®f 15d-15(f) under the Securities
Exchange Act of 1934 as a process designed byjaeruhe supervision of, the Company’s principaaative and principal financial officers
and effected by the Company’s Board of Directoranagement and other personnel, to provide reasmaablirance regarding the reliability
of financial reporting and the preparation of fingh statements for external purposes in accordaittegenerally accepted accounting
principles and includes those policies and prooesithiat:

« Pertain to the maintenance of records that in remtsle detail accurately and fairly reflect the sactions and dispositions of
Company’s assets;

» Provide reasonable assurance that transactioms@eled as necessary to permit preparation ofi¢iahstatements in accordance
with generally accepted accounting principles, #nad receipts and expenditures of the Company @irggbmade only in
accordance with authorizations of management amedtdirs of the Company; and

» Provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, eselisposition of the
Company’s assets that could have a material effethe financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @etaisstatements. Projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadégbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

Our management, including our principal executiffcer and principal financial officer, assessed #ifectiveness of our internal control
over financial reporting as of the end of the fis@ar covered by this annual report on Form 10rkmaking this assessment, our
management used the criteria set forth in Inte@uadtrol-Integrated Framework issued by the CommitteSponsoring Organizations of the
Treadway Commission (COSO). Based on our managé&resgessment, management concluded that, as efribec 31, 2005, our
Company’s internal control over financial reportisgeffective based on the COSO criteria.

Ernst & Young LLP, an independent registered pusaticounting firm, has issued their audit reporbanmanagement’s assessment of the
effectiveness of our internal control over finaheeporting as of December 31, 2005, as statedair teport dated February 24, 2006, which
is included herein.

/s/ Richard C. Adkerson /s/ Kathleen L. Quirk
Richard C. Adkerson Kathleen L. Quirk
President and Chief Senior Vice President,
Executive Officer Chief Financial Officer and
Treasurer
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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 management’s assessment, inclndked accompanying Management’s Report on IntéCoatrol Over Financial
Reporting, that Freeport-McMoRan Copper & Gold laed its subsidiaries maintained effective integwadtrol over financial reporting as of
December 31, 2005, based on criteria establishethtarnal Control-Integrated Framework issued byGloenmittee of Sponsoring
Organizations of the Treadway Commission (COSQ3eport-McMoRan Copper & Gold Inc.’s managemenesgponsible for maintaining
effective internal control over financial reportingd for its assessment of the effectiveness efniat control over financial reporting. Our
responsibility is to express an opinion on managgimassessment and an opinion on the effectiverfeb® company'’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé@/nited States). Those stande
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordv@r financial reporting, evaluating
management’s assessment, testing and evaluatirtpiign and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the dtanoes. We believe that our audit provides a redse basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablessesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over fircéal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenGiizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may be inadeqbatzause of changes in conditions, or that the
degree of compliance with the policies or procedunay deteriorate.

In our opinion, management’s assessment that Frebfmd/ioRan Copper & Gold Inc. and its subsidiameaintained effective internal
control over financial reporting as of December&105, is fairly stated, in all material respebtizsed on the COSO criteria. Also, in our
opinion, Freeport-McMoRan Copper & Gold Inc. argldtibsidiaries maintained, in all material respesftective internal control over
financial reporting as of December 31, 2005, basethe COSO criteria.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of FreepdftMoRan Copper & Gold Inc. and its subsidiarie®fBecember 31, 2005 and 2004, and the relateenstatts o
income, cash flows and stockholders’ equity forheafcthe three years in the period ended Decembe2@®5 and our report dated February
24, 2006 expressed an unqualified opinion thereon.

Ernst & Young LLP

New Orleans, Louisian
February 24, 2006
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FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF INCOME

Revenues
Cost of sales:
Production and delivery
Depreciation and amortization
Total cost of sales
Exploration expenses
General and administrative expenses
Gain on insurance settlement
Total costs and expenses
Operating income
Equity in PT Smelting earnings
Interest expense, net
Losses on early extinguishment and conversion bf de
Gains on sales of assets
Other income (expense), net
Income before income taxes and minority interests
Provision for income taxes
Minority interests in net income of consolidatethsidiaries
Net income before cumulative effect of changescitoanting
principles and preferred dividends
Cumulative effect of changes in accounting prirespinet
Net income
Preferred dividends

Net income applicable to common stc

Netincome per share of common stock:
Basic:
Before cumulative effect

Cumulative effect

Net income per share of common stock
Diluted:
Before cumulative effect

Cumulative effect
Net income per share of common stock

Average common shares outstanding:
Basic
Diluted

Dividends paid per share of common stock

Years Ended December 31,

2005

2004

2003

(In Thousands, Except Per Share Amounts)

$4,179,118 $ 237186 $ 2,212,16!
1,637,63: 1,450,29. 1,071,32
251,51 206,40 230,80:
1,889,14. 1,656,69! 1,302,12!
8,80: 8,66¢ 6,44¢
103,88 89,92 80,27¢

- (87,00() -
2,001,83; 1,668,291 1,388,85
2,177,28 703,57 823,30t
9,307 2,04¢ 5,60¢
(131,639 (148,10 (197,01)
(52,210 (14,01) (34,589

6,631 28,75¢ -
27,56¢ 2,121 (13,53¢)
2,036,93 574,38 583,77
(915,06¢) (330,68() (338,05
(126,74)) (41,43) (48,469
995,12 202,26° 197,25
- - (15,59
995,12 202,26° 181,66
(60,500) (45,49)) (27,44
$ 93462 $  156,77¢ $ 15421
$5.1¢ $0.8¢ $1.0¢
- - (0.10)
$5.1¢ $0.8¢ $0.9¢
$4.67 $0.8¢ $1.07
- - (0.10)
$4.67 $0.8¢ $0.97
180,27( 182,27 155,80
220,47 184,92: 159,10;
$2.5( $1.1( $0.27

The accompanying Notes to Consolidated Financetke8tents are an integral part of these financéstents.
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FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,
2005 2004 2003
(In Thousands)

Cash flow from operating activities:
Net income $ 995,12° $ 202,267 $ 181,66(
Adjustments to reconcile net income to net caskigea by
operating activities:

Depreciation and amortization 251,51: 206,40t 230,80:
Losses on early extinguishment and conversion bf de 52,21( 14,01 34,58¢
Gains on sales of assets (6,637 (28,756) -
Cumulative effect of changes in accounting prirespl - - 15,59:
Gain on redemption of Gold-Denominated and Silver-

Denominated Preferred Stock - - (23,83
Deferred income taxes (32,349 76,25 110,65:
Equity in PT Smelting earnings (9,309 (2,045 (5,609
Minority interests’ share of net income 126,74: 41,43% 48,46¢
Increase in deferred mining costs (64,940 (77,780) (64,400
Amortization of deferred financing costs 7,59¢ 8,501 16,19¢
Increase in long-term compensation benefits 24,79t 2,83( 13,68¢
Currency translation (gains) losses (5,827 1,62¢ 13,56:
Equipment loss caused by pit slippage - - 8,434
Elimination (recognition) of profit on PT Freepandonesia

sales to PT Smelting 23,56¢ 13,79¢ (7,019
Provision for inventory obsolescence 6,00( 4,91¢ 6,00(
Other 5,191 8,591 11,08«

(Increases) decreases in working capital:
Accounts receivable (252,939 (235,75¢) 8,30¢
Inventories (108,22 (91,749 (30,607
Prepaid expenses and other (45) 34,30¢ (5,429
Accounts payable and accrued liabilities 216,33: 97,78: 60,87¢
Rio Tinto share of joint venture cash flows 66,13: 17,79: (9,806
Accrued income taxes 257,58t 46,91¢ (41,14)

Decrease (increase) in working capital 178,84 (130,709 (17,800

Net cash provided by operating activities 1,552,54! 341,35! 572,07:

Cash flow from investing activities:

PT Freeport Indonesia capital expenditures (129,190 (119,207 (129,24
Atlantic Copper and other capital expenditures (13,796 (21,797 (9,947
Sale of assets 6,631 39,88t 2,02(
Proceeds from insurance settlement 2,01¢ 6,261 -
Sale of restricted investments - 21,80: 73,62¢
Decrease in Atlantic Copper restricted cash - 11,00( -
Investment in PT Smelting and other - (1,929 (1,159
Investment in PT Puncakjaya Power, net of cashiesgju - . (68,12)
Net cash used in investing activities (134,339 (63,979) (132,819

Cash flow from financing activities:

Net proceeds from sales of senior notes - 344,35 1,046,43
Proceeds from other debt 66,05¢ 96,12: 56,69¢
Repayments of debt (559,07) (470,479 (1,065,667

Redemption of step-up preferred stock (215) (1,172 (5,799



Net proceeds from sale of convertible perpetudiepred

stock - 1,067,001 -
Purchase of FCX common shares from Rio Tinto - (881,86%) -
Purchases of other FCX common shares (80,227 (99,477 -
Cash dividends paid:
Common stock (452,510 (198,789 (41,68:)
Preferred stock (60,507 (35,470 (33,739
Minority interests (124,63¢) (11,44% (1,629
Net proceeds from exercised stock options 5,081 3,19¢ 68,77¢
Bank credit facilities fees and other (36) (1,569 (6.,85€)
Net cash (used in) provided by financing activities (1,206,05) (189,58 16,562
Net increase in cash and cash equival 212,14¢ 87,79¢ 455 ,81¢
Cash and cash equivalents at beginning of year 551,45( 463,65: 7,83¢
Cash and cash equivalents at end of year $ 763,59 § 551450 § 463,65:
Interest paid $ 139,82: $ 143,95¢ $ 163,51:
Income taxes paid $ 670,24 $ 178,37¢ $ 268,79t

The accompanying Notes to Consolidated Financatke&tents, which include information regarding nahdzansactions, are an integral part
of these financial statements.
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FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED BALANCE SHEETS

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Trade accounts receivable:
Customers other than PT Smelting
PT Smelting
Other accounts receivable:
Value-added taxes and other
Rio Tinto receivables
Insurance settlement
Inventories:
Product
Materials and supplies, net
Prepaid expenses and other
Total current assets
Property, plant, equipment and development costs, n
Deferred mining costs
Other assets
Rio Tinto long-term receivables

Investment in PT Smelting
Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable and accrued liabilities
Accrued income taxes
Current portion of long-term debt and short-termrbwings
Rio Tinto share of joint venture cash flows
Unearned customer receipts
Accrued interest payable
Total current liabilities
Long-term debt, less current portion
Accrued postretirement benefits and other liakiiti
Deferred income taxes
Minority interests
Stockholders’ equity:
Convertible perpetual preferred stock, 1,100 shigsesed
and outstanding
Class B common stock, par value $0.10, 296,95%shar
and 284,964 shares issued, respectively
Capital in excess of par value of common stock
Retained earnings
Accumulated other comprehensive income
Common stock held in treasury - 110,153 shares and
105,974 shares, at cost, respectively
Total stockholders’ equity

Total liabilities and stockholders’ equity

December 31,
2005

$

December 31,
2004

(In Thousands, Except Par Value)

763,59¢

459,91t
161,98:

55,67
10,39¢

300,38¢
264,63(
5,79¢

2,022,38:
3,088,93.
285,35!
57,90¢
62,09
33,53¢

5,550,201

573,56(
327,04:
253,35(
125,80¢
57,18¢
32,03¢

1,368,97
1,002,59i
210,25!¢
902,38t
222,99:

1,100,001

29,69¢
2,212,241
1,086,19.

10,74¢

(2,595,88)

1,842,99.

$

5,550,201

551,45(
50C

267,23
87,51

37,29
12,57:
30,45(

253,26}
213,44
6,227

1,459,94
3,199,29
220,41t
86,94
72,59¢
47,80:

5,086,99!

386,59(
92,34¢
78,21«
60,22¢
33,02:
47,167

697,56:
1,873,69.
200,22¢
932,41t
219,44¢

1,100,001
28,49¢
1,852,811
604,68(

11,34:

(2,433,68)

1,163,64

$

5,086,99!




The accompanying Notes to Consolidated Financetke8tents are an integral part of these financéstents.
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FREEPORT-McMoRan COPPER & GOLD INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Convertible perpetual preferred stock:

Balance at beginning of year

Sale of 1,100 shares to the public

Balance at end of year representing 1,100 shar2@808 and 2004

Step-up convertible preferred stock:

Balance at beginning of year representing 14,0@0eshin 2003
Conversions to Class B common stock and redemptions
Balance at end of year

Class B common stock:

Balance at beginning of year representing 284,864es in 2005,
260,001 shares in 2004 and 220,083 shares in 2003

7% convertible senior notes conversions

Exercised stock options, issued restricted stockadher
representing 3,854 shares in 2005, 4,501 shar230# and
6,703 shares in 2003

8Y4% convertible senior notes conversions

Step-up convertible preferred stock conversions

Balance at end of year representing 296,959 siaf805,
284,964 shares in 2004 and 260,001 shares in 2003

Capital in excess of par value of common stock:

Balance at beginning of year

7% convertible senior notes conversions

Exercised stock options and other stock option arsou

Tax benefit for stock option exercises

Restricted stock grants

8Y4% convertible senior notes conversions

Issuance costs of convertible perpetual prefernecks

Step-up convertible preferred stock conversions

Reclass of redeemable preferred stock issuancs twosther
assets

Balance at end of year

Retained earnings:

Balance at beginning of year
Net income

Dividends on common stock
Dividends on preferred stock
Balance at end of year

Accumulated other comprehensive income (loss):

Balance at beginning of year

Other comprehensive income (loss), net of taxes:
Change in unrealized derivatives’ fair value

Years Ended December 31,

2005 2004 2003
(In Thousands)
$ 1,100,000 $ = =
- 1,100,001 -
1,100,00i 1,100,00! -
- - 349,99
- z (349,99()
28,49¢ 26,00( 22,00¢
814 - -
38¢€ 45C 67C
- 2,04¢ 2,17¢
- = 1,14¢
29,69¢ 28,49¢ 26,00(
1,852,811 1,468,42 687,82t
245,83 - -
90,04 83,64¢ 105,57
18,73¢ 39,567 1,34:%
4,817 7,48¢ 1,38(
- 286,68¢ 303,78
- (33,000 -
- - 341,88!
- - 26,63:
2,212,241 1,852,81 1,468,42i
604,68( 646,93 534,44
995,12 202,26 181,66(
(453,116 (199,029 (41,739
(60,500 (45,49)) (27,447
1,086,19: 604,68 646,93
11,34: 8,66¢ 10,96:
(24) 1,22¢ 5,19¢



Reclass to earnings of net realized derivativesel®ggains)
Minimum pension liability adjustment

Balance at end of year

Common stock held in treasury:
Balance at beginning of year representing 105,8a4es in 2005,
76,634 shares in 2004 and 75,173 shares in 2003
Tender of 1,808 shares in 2005, 2,024 shares i4 200
1,461 shares in 2003 to FCX for exercised stoclooptand
restricted stock
Shares purchased representing 2,371 shares ina2@05
27,316 shares in 2004
Balance at end of year representing 110,153 sla&&05,

105,974 shares in 2004 and 76,634 shares in 2003

Total stockholders’ equity

(254) 1,44¢ (7,490
(315) - -
10,74¢ 11,34: 8,66¢

(2,433,68) (1,374,04) (1,338,41)
(81,976 (78,29)) (35,637
(80,22 (981,34 -

(2,595,88) (2,433,68)) (1,374,04)

$ 1,84299 $ 1,163,644 $ 775,98

The accompanying Notes to Consolidated Financetke8tents are an integral part of these financéstents.




FREEPORT-McMoRan COPPER & GOLD INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of PresentationThe consolidated financial statements of Freepart4gRan Copper & Gold Inc. (FCX) include the accsunitthose
subsidiaries where FCX directly or indirectly hasrmithan 50 percent of the voting rights and hagitiht to control significant management
decisions. FCX consolidates its 90.6 percent-ovwsudabidiary PT Freeport Indonesia and its 85.7 peroened subsidiary PT Puncakjaya
Power (Puncakjaya Power), as well as its wholly @dvaubsidiaries, primarily Atlantic Copper, S.Ad&®iT Irja Eastern Minerals. FCX’s
unincorporated joint ventures with Rio Tinto plddR'into) are reflected using the proportionatesmitation method (see Note 2). PT
Freeport Indonesia’s 25 percent ownership intexedtrelated investment in PT Smelting is accoufdednder the equity method (see Note
9). All significant intercompany transactions hde=n eliminated. Certain prior year amounts haes beclassified to conform to the 2005
presentation. Changes in the accounting princiggsied during the years presented are discusded lbeder the captionsReeclamation an
Closure Costs” and “Derivative Instruments.”

Use of EstimatesThe preparation of FCX's financial statements infoomity with accounting principles generally actagpin the United
States (U.S.) requires management to make estiraateassumptions that affect the amounts repaontéitese financial statements and
accompanying notes. The more significant areasiniagithe use of management estimates include rmaimeserve estimation, useful asset
lives for depreciation and amortization, the estedeaverage ratio of overburden removed to ore dnaver the life of the open-pit mine,
allowances for obsolete inventory, reclamation elodure costs, environmental obligations, postatgnt and other employee benefits,
deferred taxes and valuation allowances and fudasé flows associated with assets. Actual resaolitdadiffer from those estimates.

Cash Equivalents.Highly liquid investments purchased with maturittéshree months or less are considered cash dguoiga

Other Accounts ReceivableOther accounts receivable include value-added tatakng $29.6 million at December 31, 2005, ag0.%
million at December 31, 2004; receivables from Riato include $8.8 million at December 31, 2005 &11.5 million at December 31,
2004, for its current share of infrastructure ficiag arrangements with Puncakjaya Power (see Non# $30.5 million at December 31,
2004, related to the settlement of an insurandendlsee Note 10).

Inventories. In-process inventories represent materials that@anently in the process of being converted talalde product. PT Freeport
Indonesia does not have material quantities ofdegss inventories. For Atlantic Copper process inventories represent copper concen

at various stages of conversion into anodes arftbdas. Atlantic Copper’s in-process inventoriesvadeed at the cost of the material fed to
the smelting and refining process plus in-processersion cost. Inventories of materials and sespls well as salable products, are stated
at the lower of cost or market. PT Freeport Inda@nases the average cost method for all inventanesAtlantic Copper uses the first-in,
first-out (FIFO) cost method for its sales of fimésl copper products (see Note 3).

Property, Plant, Equipment and Development CostsProperty, plant, equipment and development costsaried at cost. Mineral
exploration costs are expensed as incurred. Dewedaopcosts are capitalized beginning after provehmobable reserves have been
established. Development costs include costs iadwesulting from mine pre-production activitieglartaken to gain access to proven and
probable reserves including adits, drifts, ramgspanent excavations, infrastructure and removalefburden. Additionally, interest
expense allocable to the cost of developing mipiregperties and to constructing new facilities ipitalized until assets are ready for their
intended use. Expenditures for replacements andovements are capitalized. Costs related to perischieduled maintenance (i.e.,
turnarounds) are expensed as incurred. Deprecifitianining and milling life-of-mine assets, inftagcture and other common costs is
determined using the unit-of-production method Hametotal estimated recoverable proven and prebedgpper reserves. Development costs
that relate to a specific ore body are depreciagiag the unit-of-production method based on estheecoverable proven and probable
copper reserves for the ore body benefited. Reegrali depreciation and amortization using the ofiproduction method occurs upon
extraction of the recoverable copper from the @dyh at which time it is allocated to inventory tasd then included as a component of cost
of goods sold. Other assets are depreciated aaighdtline basis over estimated useful lives otd 20 years for buildings and 3 to 25 years
for machinery and equipment.
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Asset Impairment. FCX reviews and evaluates its long-lived asseténfigairment when events or changes in circumstaincksate that the
related carrying amounts may not be recoverableénfgairment loss is measured as the amount by wdssbt carrying value exceeds its fair
value. Fair value is generally determined usingiabn techniques such as estimated future caels flan impairment is considered to exist
if total estimated future cash flows on an undisted basis are less than the carrying amount adigket. An impairment loss is measured
recorded based on discounted estimated futurefloag$. Future cash flows for PT Freeport Indonesiaining assets, which are considered
one asset group, include estimates of recoverahlags and ounces, metal prices (considering cuarahhistorical prices, price trends and
related factors), production rates and costs, abpitd reclamation costs as appropriate, all baseatkttailed life-of-mine engineering plans.
Future cash flows for Atlantic Copper’s smeltingets include estimates of treatment and refinitgsréconsidering current and historical
prices, price trends and related factors), prodaatates and costs, capital and reclamation cesapgropriate, all based on operating
projections. Assumptions underlying future caskvflestimates are subject to risks and uncertaiflesmpairment losses were recorded
during the periods presented.

Deferred Mining Costs.Effective January 1, 2006, FCX’s accounting for imincosts will change because of new accountingsr(dee
“New Accounting Standards”). Mining costs are cleatgo operations as incurred. However, becaudeeofdnfiguration and location of the
Grasberg open-pit ore body and the location aneinéxif the related surrounding overburden, th® mattioverburden to ore is much higher in
the initial mining of the open pit than in laterays. In 2005 and prior years, surface mining cass®ciated with overburden removal at PT
Freeport Indonesia’s Grasberg open-pit mine thaewstimated to relate to future production weitailly deferred when the ratio of actual
overburden removed to ore mined exceeded the dstinaaerage ratio of overburden removed to ore dnowver the life of the Grasberg
open-pit mine as projected in the most recent mplan. Those deferred costs are subsequently chéwggekrating costs when the ratio of
actual overburden removed to ore mined falls belmvestimated average ratio of overburden to oee the life of the Grasberg open-pit
mine. The reserve quantities used to develop te®fimine ratio are the proven and probable ommntjties for the Grasberg open pit
disclosed in Note 13. Additions to deferred minaugts are classified as increases in deferred muosts in operating activities in the
consolidated statements of cash flows and totaddd$million in 2005, $77.8 million in 2004 and $84million in 2003. PT Freeport
Indonesia evaluates the recoverability of theserdefl mining costs in conjunction with its evaloatof the recoverability of its mining ass
as described in FCX’s “Asset Impairment” accountimdjcy. The Grasberg mine is currently FCX's ophpducing open-pit mine.

In the mining industry, the costs of removing oweden and waste material to access mineral depsiteferred to as “stripping costs.”
Through December 31, 2005, FCX applied the defemizing cost method in accounting for its post-pratibn stripping costs, which FCX
refers to as overburden removal costs. The defenirohg cost method is used by some companieseimtétals mining industry; however,
industry practice varies. The deferred mining ensthod matches the cost of production with the shtke related metal from the open pit
assigning each metric ton of ore removed an ecqgivamount of overburden tonnage, thereby averamirgourden removal costs over the
life of the mine. The mining cost capitalized ivémtory and the amounts charged to cost of goddsdsonot represent the actual costs
incurred to mine the ore in any given period. Thpligation of the deferred mining cost method temutted in an asset on FCX'’s balance
sheets (“Deferred Mining Costs”) totaling $285.4limm at December 31, 2005, and $220.4 million acBmber 31, 2004.

PT Freeport Indonesia’s geologists and engineassess the overburden to ore ratio and the rengdifénof its open-pit mine at least
annually, and any changes in estimates are reflgntespectively beginning in the quarter of chafgkeother variables being equal, increa
in the life of mine overburden removed to ore minaib would result in more of the overburden realaosts being matched with current
period production and therefore charged to expeastber than deferred. Decreases in the life of miwerburden removed to ore mined ratio
would result in more of the overburden removal €d&ing deferred and matched with production iariuperiods.

PT Freeport Indonesia’s estimated ratio of minerlowelen removed to ore mined over the life of theenin its deferred mining costs
calculation averaged 2.4 to 1 in 2005, 2.3 to 2064 and 2.0 to 1 in 2003. The ratio changed irfdbeth quarter of 2004 and the fourth
quarter of 2003 and the impact of the changes oh gaar’s results was to decrease net income 8/flion ($0.02 per share) in 2004
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and $1.5 million ($0.01 per share) in 2003. Thedases in the ratio in 2003 and 2004 primarilyteeta changes in the cutoff grade at the
Grasberg open pit caused by a reassessment oftingabmilling rate at the mill facilities, includg a greater proportional contribution to
total ore processed from the underground Deep One fnine.

Reclamation and Closure CostsEffective January 1, 2003, FCX adopted StatemefRiradncial Accounting Standards (SFAS) No. 143,
“Accounting for Asset Retirement Obligations,” whitequires recording the fair value of an asséterent obligation associated with
tangible long-lived assets in the period incuriRdtirement obligations associated with long-livededs included within the scope of SFAS
No. 143 are those for which there is a legal ohilgato settle under existing or enacted law, s¢atwritten or oral contract or by lec
construction.

In 2002, FCX engaged an independent environmeantedudting and auditing firm to assist in estimati?ig Freeport Indonesia’s asset
retirement obligations, and FCX worked with othensultants in estimating Atlantic Copper’s asstdtament obligations. FCX estimated
these obligations using an expected cash flow ambrdn which multiple cash flow scenarios weredusereflect a range of possible
outcomes. To calculate the fair value of thesegaltibns, FCX applied an estimated long-term indlatiate of 2.5 percent, except for
Indonesian rupiah-denominated labor costs withaeisip PT Freeport Indonesia’s obligations, forahhén estimated inflation rate of 9.0
percent was applied. The projected cash flows wWm@unted at FCX's estimated credit-adjustedfisk interest rates, which ranged from
9.4 percent to 12.6 percent for the corresponding periods over which these costs would be incuidter discounting the projected cash
flows, a market risk premium of 10 percent was iggplo the total to reflect what a third party ntigbquire to assume these asset retirement
obligations. The market risk premium was based arkat-based estimates of rates that a third pastyldvhave to pay to insure its exposure
to possible future increases in the value of tlddigations.

At January 1, 2003, FCX estimated the fair valugsofotal asset retirement obligations to be $28ilion. FCX recorded the fair value of
these obligations and the related additional assets January 1, 2003. The net difference betir€&X's previously recorded reclamation
and closure cost liability and the amounts estichateder SFAS No. 143, after taxes and minorityrgge resulted in a gain of $9.1 million
(after reduction by $8.5 million for taxes and mihpinterest sharing), $0.06 per diluted shareicivlwas recognized as a cumulative effect
adjustment for a change in accounting principle Sete 10 for further discussion about FCX'’s assttement obligations as of December
31, 2005 and 2004.

Income TaxesFCX accounts for income taxes pursuant to SFASING, “Accounting for Income Taxes.” Deferred incotages are
provided to reflect the future tax consequencatifdrences between the tax bases of assets dilitiés and their reported amounts in the
financial statements (see Note 8).

Derivative Instruments. At times FCX and its subsidiaries have entered d&dvative contracts to manage certain risks tegufrom
fluctuations in commaodity prices (primarily copgerd gold), foreign currency exchange rates andasteates by creating offsetting market
exposures. FCX accounts for derivatives pursuaB8RAS No. 133, “Accounting for Derivative Instrunteiand Hedging Activities.” SFAS
No. 133, as subsequently amended, established maog@and reporting standards requiring that edenyvative instrument (including certe
derivative instruments embedded in other contrdis)ecorded in the balance sheet as either ahad&bility measured at its fair value.
The accounting for changes in the fair value oéavétive instrument depends on the intended uslkeeoflerivative and the resulting
designation. See Note 11 for a summary of FCX'stamding derivative instruments at December 315280d a discussion of FCX’s risk
management strategies for those designated asiedge

FCX elected to continue its historical accountiagifs redeemable preferred stock indexed to conitiesdunder the provisions of SFAS No.
133, which allow such instruments issued beforeidgnl, 1998, to be excluded from those instrumesgaired to be adjusted for changes in
their fair values. Redeemable preferred stock irddam commodities is treated as a hedge of futtodyztion and is carried at its original
issue value. As redemption payments occur, difiezerbetween the carrying value and the paymeneaoceded as an adjustment to revenues
(see Notes 5 and 11).

Effective July 1, 2003, FCX adopted SFAS No. 15%8;c¢ounting for Certain Financial Instruments withatacteristics of both Liabilities and
Equity.” On July 1, 2003, FCX reclassified its matatily redeemable preferred stock totaling $450illion as debt and reclassified the
$26.6 million of original issuance costs from capih excess of par value of common stock to o#tssets. FCX also recorded a $24.7 million
($0.16 per share) cumulative effect adjustment
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for the amortization of the original issuance calstsugh July 1, 2003. Effective July 1, 2003, dend payments on FCX’s mandatorily
redeemable preferred stock are classified as Bitesgense. SFAS No. 150 does not permit prioogdinancial statements to be restated to
reflect the changes in classification. In additiorthe cumulative effect adjustment, adopting SFS 150 decreased net income applicable
to common stock by approximately $0.4 million, I&san $0.01 per share, in 2003 for amortizatioaraftily 1 of original issuance costs.

Pro Forma Net Income.Had FCX’s Consolidated Statements of Income beg@rstatl for the retroactive application of the 2@danges in
accounting principles (SFAS No. 143 and SFAS N@),lbCX would have reported 2003 net income appleto common stock of $169.3
million, $1.09 per basic share and $1.06 per dilsfeare, compared with actual 2003 net income egipk to common stock of $154.2
million, $0.99 per basic share and $0.97 per dilseare.

Revenue RecognitionPT Freeport Indonesia’s sales of copper concestrateich also contain significant quantities ofdyahd silver, are
recognized in revenues when the title to the comatss is transferred to the buyer (which coincidih the transfer of the risk of loss) at the
point the concentrates are moved over the vessel'at PT Freeport Indonesia’s port facility.

Revenues from PT Freeport Indonesia's concentatéde are recorded based on either 100 percerprafvésional sales price or a final sales
price calculated in accordance with the terms $igekcin the relevant sales contract. Revenues frontentrate sales are recorded net of
royalties, treatment and all refining charges (idahg price participation, if applicable) and thapiact of commaodity contracts, including the
impact of redemptions of FCX’s mandatorily redeelagieferred stock indexed to commodities (see &lbtand 11). Moreover, because a
portion of the metals contained in copper concégdres unrecoverable as a result of the smeltinggss, PT Freeport Indonesia’s revenues
from concentrate sales are also recorded net@#afices based on the quantity and value of theszawverable metals. These allowances
a negotiated term of PT Freeport Indonesia’s cotgrand vary by customer. Treatment and refiniraygés represent payments to smelters
and refiners and are either fixed or in certairesagry with the price of copper (price participator price sharing).

PT Freeport Indonesia’s concentrate sales agrespiraluding its sales to Atlantic Copper and PTeimg, provide for provisional billings
based on world metals prices when shipped, prignasging then-current prices on the London Metaltiexmge (LME). Final settlement on the
copper portion is generally based on the averagg Ipkice for a specified future period, generallgehmonths after the month of arrival at
the customer’s facility. PT Freeport Indonesia’a@ntrate sales agreements do not allow for néésetnt and always result in physical
delivery. Final delivery to customers in Asia gailgrtakes up to 25 days and to customers in Euggmerally takes up to 57 days.

Under SFAS No. 133, PT Freeport Indonesia’s sasgdbon a provisional sales price contain an enguskddrivative which is required to be
bifurcated from the host contract. The host contiathe sale of the metals contained in the comates at the current spot LME price. PT
Freeport Indonesia applies the normal purchasesaledexception allowed by SFAS No. 133 to the hoastract in its concentrate sales
agreements because the sales always result incghgsiivery. Revenues based on provisional salesptotaled $738.6 million at Decem|
31, 2005. The embedded derivative, which does nalify for hedge accounting, is marked-to-markedtiyh earnings each period. At
December 31, 2005, FCX had consolidated embeddgukcalerivatives on 379.6 million pounds recordeaneaverage price of $2.03 per
pound based on forward prices for the expectetbrent dates. Final prices on these sales willdbebéished over the next several months
pursuant to terms of sales contracts. The impaffticfuations in the forward prices used for thdegvatives through the settlement date is
reflected as derivative gains and losses in rev@ni®ne-cent change in the average price usetthése embedded derivatives and realized
prices for these sales would have an approximataiién impact on FCX’'s 2006 consolidated revenaad an approximate $2 million
impact on FCX’s 2006 consolidated net income. Gualigs are priced according to individual contraais, generally the average London
Bullion Market Association price for a specified ntlo near the month of shipment. At December 31526€X had consolidated embedded
gold derivatives on 298,900 ounces recorded atrarage price of $513 per ounce. A $20 change imtleeage price used for these embe:
derivatives and realized prices for these saleddvoave an approximate $6 million impact on FCX38 consolidated revenues and an
approximate $3 million impact on FCX'’s 2006 condated net income. For 2005, 2004 and 2003, the
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maximum net price adjustment to revenues afteiainiécognition was nine percent for copper reverard one percent for gold revenues.

PT Freeport Indonesia pays royalties under a ContfaWWork (see Note 10). The copper royalty raggble by PT Freeport Indonesia under
its Contract of Work varies from 1.5 percent of gepnet revenue at a copper price of $0.90 ordespound to 3.5 percent at a copper price
of $1.10 or more per pound. The Contract of Woslaity rate for gold and silver sales is 1.0 percent

A large part of the mineral royalties under Goveentrof Indonesia regulations is designated to thgipces from which the minerals are
extracted. In connection with its fourth concerdranill expansion completed in 1998, PT Freepodblmesia agreed to pay the Governme
Indonesia additional royalties (royalties not regdiby the Contract of Work) to provide further pag to the local governments and the
people of the Indonesian province of Papua. Théiaddl royalties are paid on metal from productioom PT Freeport Indonesia’s milling
facilities above 200,000 metric tons of ore per.diye additional royalty focopper equals the Contract of Work royalty ratel fom gold anc
silver equals twice the Contract of Work royaltyesa Therefore, PT Freeport Indonesia’s royaltg cat copper net revenues from production
above 200,000 metric tons of ore per day is dotitdeContract of Work royalty rate, and the roya#ites on gold and silver sales from
production above 200,000 metric tons of ore perataytriple the Contract of Work royalty rates. Taoenbined royalties, including the
additional royalties, which became effective Japudarl999, totaled $103.7 million in 2005, $43.5liow in 2004 and $26.5 million in 2003.

Foreign Currencies.Transaction gains and losses associated with Atl@apper’'s euro-denominated and PT Freeport Insiargerupiah-
denominated monetary assets and liabilities ateded in net income. Atlantic Copper’s euro-denaaisa net monetary liabilities totaled
$54.6 million at December 31, 2005, based on ahaxge rate of $1.18 per euro. Excluding hedginguantsy net Atlantic Copper foreign
currency transaction gains (losses) totaled $5l8omin 2005, $(1.6) million in 2004 and $(13.6)llon in 2003. PT Freeport Indonesia’s
rupiah-denominated net monetary liabilities totedd.4 million at December 31, 2005, based on ahange rate of 9,825 rupiah to one U.S.
dollar. Excluding hedging amounts, net PT Freepatonesia foreign currency transaction lossesedt&D.4 million in 2005, $0.7 million in
2004 and $3.0 million in 2003.

Comprehensive IncomeFCX follows SFAS No. 130, “Reporting Comprehendiveome,” for the reporting and display of compresiea
income (net income plus other comprehensive incamall other changes in net assets from nonowm@rces) and its components. FCX's
comprehensive income for 2005, 2004 and 2003 fdl@wthousands):

2005 2004 2003
Net income $ 995,12 $ 202,26 $ 181,66(
Other comprehensive income (loss):
Change in unrealized derivatives’ fair value, net
of taxes of $1.0 million for 2004 (no taxes for
other years) (24 1,22¢ 5,19¢
Reclass to earnings, net of taxes of $0.3 million
for 2005 (no taxes for other years) (2549 1,44¢ (7,490
Minimum pension liability adjustment (319 . .
Total comprehensive income $ 994,53« $ 204,94. $ 179,36!

Effective January 1996, Atlantic Copper changeduitetional currency from the peseta (the Spanishenicy at the time) to the U.S. dollar.
This change resulted from significant changes lamic Copper’s operations related to a large egjmmof its smelting and refining
operations financed with U.S. dollar borrowings #mal sale of its mining operations that incurrgghgicant peseta operating costs.
Accumulated Other Comprehensive Income reportedarConsolidated Statements of Stockholders’ Echgfpre 2001 totaled $10.2 million
and consisted solely of the cumulative foreign ency translation adjustment at Atlantic Copper pitochanging its functional currency, for
which there is no tax effect. In accordance wittASHNo. 52, “Foreign Currency Translatiortkie currency translation adjustment recorde
through the date of the change in functional cuayesill only be adjusted in the event of a fullpartial disposition of FCX’s investment in
Atlantic Copper.

Stock-Based CompensatiorAs of December 31, 2005, FCX has four stock-basepl@/ee compensation plans and two stbaked directc
compensation plans, which are more fully describddote 7. FCX accounts for options granted undlesfats plans under the recognition
and measurement principles of Accounting Princileard (APB) Opinion No. 25, “Accounting for Stotdsued to Employees,” and related
interpretations, which require compensation cossfock-based employee compensation plans to lngmezed based on the difference on the
date of grant, if any, between the quoted markieepf the stock and the amount an employee mystgacquire the stock. Because all the
plans
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require that the option exercise price be at ltrwsmarket price on the date of grant, FCX recoggizo compensation expense on the grant ol
exercise of its employees’ options. See “New ActmgnStandards” below for a discussion of SFAS N8 (revised 2004), “Share-Based
Payment” or (SFAS No. 123R), which FCX adopted amudry 1, 2006. The following table illustrates éfifect on net income and earnings
per share if FCX had applied the fair value rectigniprovisions of SFAS No. 123, “Accounting foro8k-Based Compensation,” which
requires compensation cost for all stock-based eyepl compensation plans to be recognized basedaonvalue method (in thousands,
except per share amounts):

2005 2004 2003
Net income applicable to common stock, as repc $ 934,62 $ 156,77¢ $ 154,21¢

Add: Stock-based employee compensation expense

included in reported net income for stock option

conversions, stock appreciation rights (SARs) and

restricted stock units, net of taxes and minoritgiests 12,97: 4,80¢ 9,517
Deduct: Total stock-based employee compensation

expense determined under fair value-based method

for all awards, net of taxes and minority interests (25,519 (10,049 (14,229

Pro forma net income applicable to common stock $ 922,08t $ 15153t $ 149,50¢

Earnings per share:

Basic - as reported $ 51¢ $ 0.8¢ $ 0.9¢
Basic - pro forma $ 51z $ 0.8 $ 0.9¢
Diluted - as reported $ 467 $ 0.8t $ 0.97
Diluted - pro forma $ 4.6/ $ 0.8C $ 0.92

For the pro forma computations, the values of aptjants were calculated on the dates of granyukia BlackScholes option pricing mod
No other discounts or restrictions related to vegtr the likelihood of vesting of stock optionsre@pplied. The following table summari:
the calculated average fair values and weightedagecassumptions used to determine the fair vdl&X’s stock option grants under SF
No. 123 during the periods present

2005 2004 2003
Fair value per stock option $ 1397 $ 15.1¢ $ 10.3(
Risk-free interest rate 3.5% 3.7% 3.8%
Expected volatility rate 46% 49% 47%
Expected life of options (in years) 6 6 7
Assumed annual dividend $ 1.0C $ 0.8C $ 0.3€2

a. Assumed annual dividend for 2003 only applied @nggs made after February 5, 2003.
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Earnings Per Share FCX’s basic net income per share of common stockeedculated by dividing net income applicabledmmon stock
by the weighted-average number of common sharesamating during the year. The following is a redleton of net income and weighted-
average common shares outstanding for purposes@flating diluted net income per share (in thodsaexcept per share amounts):

Net income before preferred dividends and cumudadifiect
of changes in accounting principles

Preferred dividends

Net income before cumulative effe

Cumulative effect of changes in accounting prirespl

Net income applicable to common stc

Plus income impact of assumed conversion of:
5%% Convertible Perpetual Preferred Stock
7% Convertible Senior Notes

Diluted net income applicable to common stock

Weighted average common shares outstanding
Add:
Shares issuable upon conversion of:
5%% Convertible Perpetual Preferred Stock (see Kpte
7% Convertible Senior Notes (see Note 5)
Dilutive stock options (see Note 7)
Restricted stock (see Note 7)
Weighted average common shares outstanding folopagp

of calculating diluted net income per share
Diluted net income per share of common stock:
Before cumulative effect

Cumulative effect
Net income per share of common stock

2005 2004 2003

$ 99512 $ 202260 $ 197,25
(60,500) (45,49) (27,449
934,62 156,77t 169,81
- - (15,599
934,62 156,77t 154,21

60,50( - -

35,12¢ - -
$ 103025 $ 156,77t $  154,21¢
180,27( 182,27: 155,80

21,19¢ - -

16,78 . .
1,741 2,197 3,09¢
47¢ 454 202
220,47 184,92: 159,10:
$ 467 % 0.8t $ 1.07
- - (0.10)
$ 467 $ 0.8t $ 0.97

Outstanding stock options with exercise prices tgirethan the average market price of FCX’s comntoaksduring the year are excluded
from the computation of diluted net income per shafrcommon stock. FCX’s convertible instrumenee(blotes 5 and 7) are also excluded
when including the conversion of these instruménteeases reported diluted net income per shareca@p of the excluded amounts follows

(in thousands, except exercise prices):

Weighted average outstanding options
Weighted average exercise price

Dividends on 5%% Convertible Perpetual Preferrextist
Weighted average shares issuable upon convetsion

Interest on 7% Convertible Senior Notes
Weighted average shares issuable upon convetsion

Interest on 8%% Convertible Senior Notes
Weighted average shares issuable upon conversion

Dividends on Step-Up Convertible Preferred Stock
Weighted average shares issuable upon conversion

a. FCX's 5%2% Convertible Perpetual Preferred Stock issised on March 30, 2004 (see Note 7).

b. FCX's 7% Convertible Senior Notes were issued dorfrary 11, 2003 (see Note 5).
¢. Amounts are net of the effective U.S. federal alitive minimum tax rate of two percent.

2005 2004 2003
1,367 - 1,71¢
$36.9¢ - $30.37

- $45,49 N/A

- 15,63: N/A

- $41,43¢ $36,87%

- 18,62t 16,46
N/A $3,82¢. $39,90:¢ d
N/A 3,07 33,994
N/A N/A $20,53%
N/A N/A 11,42



d. 51.5 percent of FCX's 8%% Convertible Senior Natesverted to FCX common stock in August 2003. mmudaly 2004, approximately
37 percent converted to FCX common stock and thmirdng notes converted to FCX common stock in 2094 (see Note 5).
e. FCX’s Step-Up Convertible Preferred Stock was retktin December 2003 (see Note 7).
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New Accounting StandardsIn November 2004, the Financial Accounting Standd@dard (FASB) issued SFAS No. 151, “Inventory Gpst
an amendment of ARB No. 43, Chapter 4.” SFAS Nd. dlarifies that abnormal amounts of idle faciltypense, freight handling costs and
wasted materials (spoilage) should be recognizediaent-period charges and requires the allocatidixed production overheads to
inventory based on the normal capacity of the pctdu facilities. FCX adopted SFAS No. 151 on Japuda 2006, and does not expect the
new standard to have a material impact on its ataugi for inventory costs.

Through December 31, 2005, FCX has accounted fortgiof employee stock options under the recognjaiinciples of APB Opinion No. :
and related interpretations, which require compémsaosts for stock-based employee compensatamsptbo be recognized based on the
difference on the date of grant, if any, betweanghoted market price of the stock and the amauenaployee must pay to acquire the stock.
If FCX had applied the fair value recognition pgions of SFAS No. 123, which requires stdxdsed compensation to be recognized bas
the use of a fair value method, FCX’s net incomelldave been reduced by $12.5 million, $0.06 peidshare and $0.03 per diluted share,
in 2005, $5.2 million, $0.03 per basic share an@%@er diluted share, in 2004 and $4.7 million0$0oer basic share and $0.05 per diluted
share, in 2003. These pro forma amounts are netssadly indicative of what charges may be for fafperiods. In December 2004, the
FASB issued SFAS No. 123R. SFAS No. 123R requiltesharebased payments to employees, including grants pfamae stock options,

be recognized in the financial statements basdti@infair values. This new accounting standard ado change the timing of recognition of
certain compensation costs, such as restrictedt staits granted in place of all or part of casheintive compensation. SFAS No. 123R’s
effective date is fiscal periods beginning afteneJd5, 2005. FCX adopted SFAS No. 123R on Janu£29d6.

In March 2005, the FASB ratified Emerging IssueskiBorce Issue No. 04-6, “Accounting for Strippidgsts Incurred during Production in
the Mining Industry” (EITF 04-6), which requiresathstripping costs incurred during production besidered costs of the extracted minerals
and recognized as a component of inventory to begrdzed in cost of sales in the same period asetfenue from the sale of inventory. As a
result, capitalization of stripping costs incurdhding production is appropriate only to the exfaratduct inventory exists at the end of a
reporting period. The guidance in EITF 04-6 is efifee for financial statements issued for fiscahngebeginning after December 15, 2005.
Companies may apply this guidance either by re¢mgmof a cumulative effect adjustment to beginniatained earnings in the period of
adoption or by restating prior period financialtstaents. FCX adopted the guidance on January B, 2@th the most significant impacts of
adoption being that the deferred mining costs ass€CX’s balance sheet on that date ($285.4 mjlleas recorded, net of taxes, minority
interest share and inventory effects ($135.9 mm)li@s a cumulative effect adjustment to reduce E@ained earnings. Stripping costs
incurred in 2006 and later periods will now effeety be charged to cost of sales as incurred. Adomf the new guidance has no impact on
FCX'’s cash flows. The pro forma impact of applyBiJ F 04-6 would be to reduce net income by $35.lanior $0.16 per diluted share for
the year ended December 31, 2005, $39.4 millidd0d21 per diluted share for the year ended DeceBthe2004 and $33.8 million or $0.21
per diluted share for the year ended December@I13.2These pro forma amounts are not necessadiyative of what charges may be for
future periods.

NOTE 2. OWNERSHIP IN SUBSIDIARIES AND JOINT VENTURE S WITH RIO TINTO

Ownership in Subsidiaries.FCX'’s direct ownership in PT Freeport Indonesialed 81.3 percent at December 31, 2005 and 2004. PT
Indocopper Investama, an Indonesian company, owhgeédcent of PT Freeport Indonesia and FCX owiisgdcent of PT Indocopper
Investama. In July 2004, FCX received a requesh fitte Indonesian Department of Energy and MineesdRrces that it offer to sell shares
in PT Indocopper Investama to Indonesian natioatfair market value. In response to this requedtia view of the potential benefits of
having additional Indonesian ownership in the pBjECX has agreed to consider a potential satmaffiterest in PT Indocopper Investam
fair market value. Neither its Contract of Work medonesian law requires FCX to divest any portibits ownership in PT Freeport
Indonesia or PT Indocopper Investama. At DecemePB05, PT Freeport Indonesia’s net assets toletlbillion and its retained earnings
totaled $2.2 billion. As of December 31, 2005, FRas two outstanding loans to PT Freeport Indortesgding $179.9 million.

Substantially all of PT Freeport Indonesia’s asaetslocated in Indonesia. Events in Indonesiangu®005 mainly centered on the recovery
effort from the December 26, 2004 earthquake amabti, and the president’s continued
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efforts to improve the country’s economy, fightregation and terrorism and increase foreign investm@donesia continues to face political,
economic and social uncertainties, including sepsn@movements and civil and religious strife iniamber of provinces.

FCX owns 100 percent of the outstanding Atlantip@ar common stock. At December 31, 2005, FCX'dmetstment in Atlantic Copper
totaled $115.0 million, FCX had a $189.5 milliomiooutstanding to Atlantic Copper and Atlantic Cepgdebt under financing
arrangements that are nonrecourse to FCX totalétrsilion. Atlantic Copper is not expected to phyidends in the near future. Under the
terms of its concentrate sales agreements witml&€opper, PT Freeport Indonesia had outstanaaute receivables from Atlantic Copper
totaling $320.4 million at December 31, 2005. FCAdwa cash contributions to Atlantic Copper totah2§2.0 million in 2004 and $10.0
million in 2003. These transactions had no impacEE@X’s consolidated financial statements.

FCX owns 100 percent of FM Services Company. FM/i8es Company provides certain administrative,ritial and other services on a
cost-reimbursement basis to FCX and provides siradavices to two other public companies under mameent services agreements with
fixed fee terms plus reimbursements for speciglggte and out-ofsocket expenses. The costs billed to FCX and P&gemt Indonesia, whic
include related overhead, totaled $47.2 millio20®5, $34.6 million in 2004 and $33.4 million in(& Management believes these costs do
not differ materially from the costs that would laween incurred had the relevant personnel prayittiase services been employed directly
by FCX. The amounts FM Services Company billechtottvo other public companies totaled $5.6 millifuming 2005, $4.3 million during
2004 and $3.6 million during 2003.

In July 2003, FCX acquired the 85.7 percent owripristierest in Puncakjaya Power owned by affilias€®uke Energy Corporation for

$68.1 million cash, net of $9.9 million of cash arqd. Puncakjaya Power is the owner of assetslgngmpower to PT Freeport Indonesia’s
operations, including the 3x65 megawatt coal-fipedver facilities. PT Freeport Indonesia purchaseggs from Puncakjaya Power under
infrastructure asset financing arrangements. Inc&2005, FCX prepaid $187.0 million of bank delsicasated with Puncakjaya Power’s
operations; and as a result of this prepaymenebf,ct December 31, 2005, FCX had a $135.4 milban outstanding to Puncakjaya Power.
At December 31, 2005, PT Freeport Indonesia hadstriucture asset financing obligations to Pungakfower totaling $218.1 million and
Puncakjaya Power had a receivable from PT Fredpdonesia for $280.0 million, including Rio Tintoshare. FCX consolidates PT Freeport
Indonesia and Puncakjaya Power and FCX'’s conselidaalance sheet only reflects a $61.9 millionixedse ($8.8 million in other accounts
receivable and $53.1 million in long-term assets)Rio Tinto’s share of Puncakjaya Power’s recdeas provided for in FCX'’s joint

venture agreement with Rio Tinto.

Joint Ventures With Rio Tinto. In March 2004, FCX purchased Rio Tinto’s 23.9 roiflishares of FCX common stock for $881.9 million
(approximately $36.85 per share) with a portiothef proceeds from the sale of the 5%2% Convertiblp&tual Preferred Stock (see Note 7).
Rio Tinto acquired these shares from FCX'’s formemept company in 1995 in connection with the sgfimbFCX as an independent
company. FCX and Rio Tinto have established certaincorporated joint ventures which are not impddiy FCX'’s purchase of its shares
from Rio Tinto discussed above. Under the jointtuemarrangements, Rio Tinto has a 40 percentdstén PT Freeport Indonesia’s Contract
of Work and Eastern Minerals’ Contract of Work, ahd option to participate in 40 percent of anyeotfuture exploration projects in Papua.
Under the arrangements, Rio Tinto funded $100 omilin 1996 for approved exploration costs in treaarcovered by the PT Freeport
Indonesia and Eastern Minerals Contracts of Wordee&d-upon exploration costs in the joint ventusaa are generally shared 60 percent by
FCX and 40 percent by Rio Tinto.

Pursuant to the joint venture agreement, Rio Tira® a 40 percent interest in certain assets ancefptoduction exceeding specified annual
amounts of copper, gold and silver through 202Rlotk A of PT Freeport IndonesmContract of Work, and, after 2021, a 40 perosieres
in all production from Block A. Operating, nonexgé@m capital and administrative costs are sharedgstionately between PT Freeport
Indonesia and Rio Tinto based on the ratio ofl{e)ihcremental revenues from production from PTepoet Indonesia’s most recent
expansion completed in 1998 to (b) total revenuas foroduction from Block A, including productiorom PT Freeport Indonesia’s
previously existing reserves. PT Freeport Indonesliacontinue to receive 100 percent of the cdslwvffrom specified annual amounts of
copper, gold and silver through 2021 calculateddfgrence to its proven and probable reserves Beoémber 31, 1994, and 60 percent ¢
remaining cash flow.

72




The joint venture agreement provides for adjustsiémthe specified annual amounts of copper, gottisdlver attributable 100 percent to PT
Freeport Indonesia upon the occurrence of certants which cause an extended interruption in prtdn to occur, including events such as
the fourth-quarter 2003 Grasberg open-pit slippagkdebris flow. As a result of the Grasberg sligpand debris flow events, the 2004
specified amounts attributable 100 percent to REEport Indonesia were reduced by 172 million recaive pounds for copper and 272,000
recoverable ounces for gold. Pursuant to agreenme2(305 and early 2006 with Rio Tinto, these rdituns were offset by increases in the
specified amounts attributable 100 percent to REEport Indonesia totaling 62 million recoverablemds for copper and 170,000 recover:
ounces for gold in 2005, and 110 million recoveegibunds for copper and 102,000 recoverable odoce®ld in 2021.

NOTE 3. INVENTORIES
The components of inventories follow (in thousands)

December 31,

2005 2004

PT Freeport Indonesia: Concentrates - Average cost $ 14,72  $ 11,83(
Atlantic Copper: Concentrates - FIFO 137,74 148,24t
Work in process - FIFO 144,95: 86,71(

Finished goods - FIFO 2,97¢ 6,47¢

Total product inventories 300,38¢ 253,26!
Total materials and supplies, net 264,63 213,44
Total inventories $ 565,01¢  $ 466,71

The average cost method was used to determineth@tessentially all materials and supplies inegn Materials and supplies inventory is
net of obsolescence reserves totaling $16.6 milioDecember 31, 2005, and $17.1 million at DecerBhe2004.

NOTE 4. PROPERTY, PLANT, EQUIPMENT AND DEVELOPMENT COSTS, NET
The components of net property, plant, equipmedtdavelopment costs follow (in thousands):

December 31,

2005 2004
Development and other $ 1,517,73. $ 1,495,85.
Buildings and infrastructure 1,500,33 1,440,87.
Machinery and equipment 2,236,56! 2,200,84.
Mobile equipment 764,63 758,07:
Construction in progress 70,56: 72,52¢
Property, plant, equipment and development costs 6,089,83: 5,968,16!
Accumulated depreciation and amortization (3,000,90) (2,768,87)
Property, plant, equipment and development costs, n $ 3,088,93 $ 3,199,29.

Development and other includes costs related testments in consolidated subsidiaries. These costsst of $69.5 million related to FCX's
purchase in December 1992 of 49 percent of thealagiock of PT Indocopper Investama, $34.5 millietated to PT Freeport Indonesia’s
issuance of its shares to FCX in 1993 and 1994tttesa convertible loan due to FCX and $268.4iariltelated to FCX's acquisition of the
remaining 51 percent of the capital stock of PTowpper Investama in February 2002. These costtert the value of the proven and
probable reserves FCX acquired and are amortized tise unit-of-production method based on estichageoverable proven and probable
copper reserves. Additionally, other costs incl$6.8 million related to FCX'’s acquisition of AtkémCopper in 1993 and relate to its
smelter assets. These costs are amortized usirggright-line method based on the estimated fifetlantic Copper’s smelter assets.
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NOTE 5. LONG-TERM DEBT

December 31,
2005 2004
(In Thousands)

Senior Notes:

67:% Senior Notes due 2014 $ 340,29! $ 340,29!
7% Convertible Senior Notes due 2011 323,66 575,00(
10%% Senior Notes due 2010 283,89! 500,00(
7.50% Senior Notes due 2006 55,40¢ 66,51¢
7.20% Senior Notes due 2026 17t 4,52¢
Redeemable Preferred Stock:
Gold-Denominated Preferred Stock, Series |l 167,37¢ 167,37¢
Silver-Denominated Preferred Stock 12,50: 25,00:
Notes Payable
Equipment capital leases, average rate 6.0% in 28651.4% in 2004 67,217 72,54¢
Atlantic Copper facility, average rate 5.5% in 2G0t 3.6% in 2004 3 4,381
Other notes payable and short-term borrowings 5,412 9,254
Puncakjaya Power bank debt, average rate 3.2%0# 20 - 187,00¢
FCX and PT Freeport Indonesia credit facility - -
Total debt 1,255,94: 1,951,90!
Less current portion of long-term debt and shamatborrowings (253,35() (78,219
Long_term debt $ 1,002,59; $ 1,873,69

Senior NotesIn February 2004, FCX sold $350 million df:66 Senior Notes due 2014 for net proceeds of $3#llibn. Interest on the
notes is payable semiannually on February 1 andugiuty of each year, beginning August 1, 2004. FGX nedeem some or all of the notes
at its option at a make-whole redemption pricemad-ebruary 1, 2009, and afterwards at stateemgdion prices. The indenture governing
the notes contains certain restrictions, includgrictions on incurring debt, creating liens|isglassets, entering into certain transactions
with affiliates, paying cash dividends on commarckt repurchasing or redeeming common or prefezgpdty, prepaying subordinated debt
and making investments. During 2004, FCX purchaseghen market transactions $9.7 million of its% Senior Notes, which resulted in a
net gain of $0.8 million recorded as a reductiotosses on early extinguishment and conversiorebf.d

In February 2003, FCX sold $575 million of 7% Cortil@e Senior Notes due 2011 for net proceeds 68%bmillion. Interest on the notes is
payable semiannually on March 1 and Septemberehdf year, beginning September 1, 2003. The notesoavertible, at the option of the
holder, at any time on or prior to maturity intasés of FCX’s common stock at a conversion pric83f.87 per share, which is equal to a
conversion rate of approximately 32.39 shares ofroon stock per $1,000 principal amount of noteshénsecond half of 2005, FCX
privately negotiated transactions to induce conwaref $251.3 million of its 7% Convertible Senidotes into 8.1 million shares of FCX
common stock. FCX recorded charges of $25.2 mill#8.3 million to net income, net of related retihre of interest expense, or $0.11 per
diluted share, in 2005 as a result of these traiogec In January 2006, FCX privately negotiateshsiactions to induce conversion of $11.0
million of its 7% Convertible Senior Notes into Gllion shares of FCX common stock. FCX will redartharges of $0.8 million, $0.5
million to net income, net of related reductionmterest expense, in the first quarter of 2006 eesalt of these transactions. The notes are
unsecured.

In January 2003, FCX sold $500 million of'4% Senior Notes due 2010 for net proceeds of $48il®n. Interest on the notes is payable
semiannually on February 1 and August 1 of each, yegyinning August 1, 2003. FCX may redeem somnedl@f the notes at its option at a
makewhole redemption price prior to February 1, 200W afterwards at stated redemption prices. In ¢oersd half of 2005, FCX purchas
in open market transactions $216.1 million of i#:% Senior Notes. FCX recorded charges of $26.9onill$16.9 million to net income or
$0.08 per diluted share, in 2005 as a result afeti|ansactions. The indenture governing the raatetains restrictions and limitations on
incurring debt, creating liens, entering into dakeseback transactions,
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taking actions to limit distributions from certanbsidiaries, selling assets, entering into cettaimsactions with affiliates, paying cash
dividends on common stock, repurchasing or redegitmmmon or preferred equity, prepaying subordohdibt and making investments.
The notes are unsecured.

In April 2003, FCX concluded tender offers for #50% Senior Notes due 2006 and its 7.20% Senites\idue 2026. Of the total $450
million outstanding at December 31, 2002, notef wiface amount of $234.0 million were tendereds289.0 million cash. FCX recorded a
charge of $6.6 million, $4.8 million to net incorae$0.03 per diluted share, to losses on earlynwgutshments of debt in 2003. In July 2003,
FCX purchased an additional $76.0 million face amanf its 7.20% Senior Notes for $77.2 million, aedorded a charge to losses on early
extinguishment of debt of $1.3 million, $0.9 milido net income or less than $0.01 per dilutedesHarOctober 2003, holders of $68.9
million of 7.20% Senior Notes elected early repagtras permitted under their terms. In 2005, FCXcpased in open market transactions
$4.4 million of its 7.20% Senior Notes and $11.1lion of its 7.50% Senior Notes. FCX recorded cleargf $0.1 million, less than $0.1
million to net income or less than $0.01 per didushare, in 2005 as a result of these transactkiri3ecember 31, 2005, FCX had
outstanding $55.4 million of its 7.50% Senior Nagesl $0.2 million of its 7.20% Senior Notes.

During the first quarter of 2004, FCX completecader offer and privately negotiated transacti@nsafportion of its remaining 8%%
Convertible Senior Notes due 2006 resulting inghdy conversion of $226.1 million of notes inta8 /illion shares of FCX common stock.
FCX recorded a $10.9 million charge to losses oly extinguishment and conversion of debt in thistfquarter of 2004 in connection with
these conversions. The $10.9 million charge inadud@&4 million of previously accrued interest cdbist were reversed, resulting in an
equivalent reduction to interest expense. In J@@E 2the remaining $66.5 million of notes were edlfor redemption on July 31, 2004.
During July, all of these notes were converted éhibmillion shares of FCX’s common stock. As offyJsl, 2004, all of the 8¥%onvertible
Notes, which totaled $603.8 million at issuanc20@d1, had been converted into 42.2 million shafé&3X common stock

Redeemable Preferred StockAs discussed in Note 1, upon adoption of SFAS 6. dn July 1, 2003, mandatorily redeemable prefierre
stock totaling $450.0 million was reclassified abtd On August 1, 2003, FCX redeemed the 6.0 milliepositary shares representing its
Gold-Denominated Preferred Stock for $210.5 millibhe mandatory redemption of the Gold-Denomind&eferred Stock shares reduced
total consolidated debt by $232.6 million and resdiin a hedging gain to revenues of $22.1 mill&ibd.4 million to net income or $0.07 per
diluted share, in 2003.

At December 31, 2005 and 2004, FCX had outstandlidgnillion depositary shares representing 215g#8es of its Gold-Denominated
Preferred Stock, Series Il totaling $167.4 milli@ach depositary share had a cumulative quartesi dividend equal to the value of
0.0008125 ounce of gold and was redeemed in FebR@6 for the cash value of 0.1 ounce of gold.sEh@epositary shares traded on the
New York Stock Exchange (NYSE) under the syn“FCX PrC.” In February 2006, FCX redeemed its GBlerominated Preferred Stock,
Series Il for $236.3 million. The mandatory redeimptresulted in a $167.4 million decrease in deiot a hedging loss to 2006 revenues of
$69.0 million, $36.6 million to net income or $0.@6r share based on outstanding shares at Dec&hh2005.

FCX has outstanding 4.8 million depositary shaeggasenting 14,875 shares of its Silver-DenominBteferred Stock totaling $12.5 million
at December 31, 2005, and had 29,750 shares wpt%25.0 million at December 31, 2004. As of Decen®ie 2005, each depositary share
has a cumulative quarterly cash dividend equat¢o/alue of 0.0051563 ounce of silver. FCX madeseannual mandatory partial
redemption payments on the underlying Silver-Dematgid Preferred Stock through August 2005. For eatte partial redemptions, the
difference between FCX’'carrying amount of $12.5 million and the actealemption payments was recorded in revenues asginigegain o
loss. On August 1, 2005, FCX funded the seventhigift scheduled annual redemption payments orilitsrS®enominated Preferred Stock
for $17.5 million. The mandatory redemptions restiiin hedging gains (losses) to revenues of $¢bilipn in 2005, $(1.4) million in 2004
and $1.7 million in 2003. One annual redemptionnparyt remains and will vary with the price of silv€hese depositary shares trade on the
NYSE under the symb¢“FCX PrD.”
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Notes PayablePT Freeport Indonesia had capital leases with daetotaling $67.2 million at December 31, 2005 &72.5 million at
December 31, 2004. Interest rates on the leaseseable.

Atlantic Copper has a variable-rate project lode @tlantic Copper facility). In February 2004, FQXed a portion of the proceeds from the
sale of the %% Senior Notes (see above) to repay $162.4 mitfoitlantic Copper’s borrowings and to refinancetam other FCX debt
maturities. Atlantic Copper recorded a $3.7 millrarge for losses on early extinguishment of fmbtepayment of certain of its debt. As of
December 31, 2005, the variable-rate project loanrecourse to FCX, consisted of a $44.0 milliomkirgg capital revolver that matures in
December 2007. The Atlantic Copper facility resfriother borrowings and borrowings under the fgcdre secured by certain Atlantic
Copper receivables and inventory.

As discussed in Note 2, FCX acquired the 85.7 pgroenership interest in Puncakjaya Power ownedffijates of Duke Energy
Corporation in July 2003. In March 2005, FCX preb$187.0 million of bank debt associated with Plqeg Power’s operations.

FCX and PT Freeport Indonesia have a $195 millewolving credit facility, which matures in SeptemB606. The facility sets limitations
liens and limitations on transactions with affiéiat and requires that certain financial ratios béntained. The credit facility allows common
stock dividends, common stock purchases and invegBras long as availability under the facilitygpawvailable cash exceeds $200 million or
otherwise as long as certain other thresholds»areegled. Security for obligations outstanding uridercredit facility includes over 80
percent of PT Freeport Indonesia’s assets, 50depenf the outstanding stock of PT Freeport Ind@anéhe outstanding stock of PT
Indocopper Investama owned by FCX, and a pledd&lofreeport Indonesia’s rights under its Contrddt/ork (see Note 10). PT Freeport
Indonesia and FCX guarantee each other’s obligatimaler the credit facility. No amounts are cufgeatitstanding under the facility. FCX
and PT Freeport Indonesia recorded charges to efpanse totaling $5.6 million, $3.7 million to metome, in 2003 to accelerate
amortization of deferred financing costs relateth®prior credit facility.

Maturities and Capitalized Interest. Maturities of debt instruments based on the amoamtisterms outstanding at December 31, 2005,
totaled $253.4 million in 2006, $13.5 million in@0, $13.5 million in 2008, $13.5 million in 2002%4.1 million in 2010 and $667.9 million
thereafter. Capitalized interest totaled $4.1 wrillin 2005, $2.9 million in 2004 and $3.0 millian2003.

NOTE 6. ACCRUED POSTRETIREMENT BENEFITS AND OTHER L IABILITIES
The following is a detail of FCX’s accrued postretnent benefits and other liabilities (in thousgnds

2005 2004

Atlantic Copper contractual obligation to

insurance company (see Note 9) $ 57,23( $ 69,767
Pension and long-term incentive compensation (see B) 95,49( 76,00¢
Asset retirement obligations (see Note 10) 26,61¢ 22,84¢
Reserve for non-income taxes (see Note 10) 19,10: 18,91(
Other long-term liabilities and reserves 11,82( 12,69

Total accrued postretirement benefits and othéiitizes $ 210,25¢ $ 200,22¢

NOTE 7. STOCKHOLDERS’ EQUITY

Common Stock.FCX has 473.6 million authorized shares of capitatk consisting of 423.6 million shares of commstatk and 50.0
million shares of preferred stock. At the 2002 airalhareholder meeting, FCX's shareholders apprtvedonversion of each outstanding
share of Class A common stock into one share afsdBacommon stock. FCX now has only one class wincon stock. The conversion
created a new measurement date for FCX’s Clasedk siptions that were converted to Class B stodlonp. Under accounting rules
followed by FCX for stock-based compensation, th#he-money value of these stock options on the measurement date ($8.8 million)
must be charged to earnings over the remainingngeperiod of the options, which extends throughudaty 2006. The related charge to
general and administrative expenses totaled $2libmin 2005, $2.1 million in 2004 and $2.3 milfion 2003.

In 2003, FCX's Board of Directors approved a newromarket share purchase program for up to 20amifthares, which replaced FCX'’s

previous program. Under this new program, FCX agli2.4 million shares in 2005 for $80.2 millior33$83 per share average, and 3.4
million shares in 2004 for $99.5 million, $29.39 ghare average, and
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14.2 million shares remain available. No other shavere purchased through February 28, 2006. iiegdiof future purchases of FCX'’s
common stock is dependent upon a number of fatiohsding the price of FCX’'s common shares, FCXastt flow and financial position,
copper and gold prices and general economic ankenheonditions.

Preferred Stock.In December 2003, FCX called for redemption theodépry shares representing its Step-Up Converitbéderred Stock.
Of the 14.0 million depositary shares outstandinpa time of call, 13.8 million depositary shacesverted into 11.5 million shares of FCX
common stock. The remaining depositary sharesandstg were redeemed for approximately $7 millioicash.

In March 2004, FCX sold 1.1 million shares of 5%2%n@ertible Perpetual Preferred Stock for $1.1 dniliwith net proceeds totaling $1.067
billion. Each share of preferred stock was inijiabnvertible into 18.8019 shares of FCX commorelstequivalent to a conversion price of
approximately $53.19 per common share. The comwersite is adjustable upon the occurrence of ceelants, including any quarter that
FCX’s common stock dividend exceeds $0.20 per stai®ctober 2004, FCX’s Board of Directors incregshe annual common stock
dividend rate to $1.00 per share ($0.25 per shaaeterly). FCX paid a supplemental dividend of $0p2r share on December 29, 2004, and
paid three $0.50 per share supplemental dividenddarch 31, 2005, September 30, 2005 and Decenthe&0®5. In November 2005, FCX’
Board of Directors authorized an increase in theuahcommon stock dividend to $1.25 per share a0 per share. The increased
quarterly dividend payments and the supplementadieinds resulted in adjustments to the conversate After FCX's February 2006
quarterly dividend, each share of preferred steakow convertible into 19.7273 shares of FCX comistogk, equivalent to a conversion
price of approximately $50.69 per common shareirBegg March 30, 2009, FCX may redeem shares optheéerred stock by paying cash,
FCX common stock or any combination thereof fol0$0, per share plus unpaid dividends, but only iKE&ommon stock price has
exceeded 130 percent of the conversion price flmaat 20 trading days within a period of 30 consige trading days immediately preceding
the notice of redemption. FCX used a portion ofgilmceeds from the sale to purchase 23.9 milli@meshof FCX common stock owned by
Rio Tinto for $881.9 million (approximately $36.8&r share) and used the remainder for general @gppurposes.

Stock Award Plans.FCX currently has six stock-based compensationsplaa of December 31, 2005, only three of the plaméch are
discussed below, have awards available for gra®X's 1999 Stock Incentive Plan (the 1999 Plan) 2003 Stock Incentive Plan (the 2003
Plan) provide for the issuance of stock optionsRSArestricted stock units and other stock-baseddsy Each plan allows FCX to grant
awards for up to 8.0 million common shares to blggparticipants and also allows FCX senior exeestio elect to receive restricted stock
units in place of all or part of their cash inceatcompensation. Restricted stock unit grants eest three years and are valued on the date of
grant at 50 percent above the cash incentive cosapien they replace. FCX granted 0.1 million restd stock units in 2005, 0.2 million in
2004 and 0.1 million in 2003.

In May 2004, FCX$ shareholders approved the 2004 Director Compendalan (the 2004 Plan). The 2004 Plan authordzesrds of option
and restricted stock units for up to 1.0 milliorasds and the one-time grant of 66,882 SARs.

Awards granted under all of the plans generallyirexpO years after the date of grant and vest ip&t8ent annual increments beginning one
year from the date of grant. Awards for 0.6 millgimares under the 2004 Plan, 2.4 million sharesmthé 2003 Plan and 0.1 million sha
under the 1999 Plan were available for new grasitsf ®ecember 31, 2005. A summary of stock optmnstanding, including 0.2 million
SARs, follows:

2005 2004 2003
Weighted Weighted Weighted
Number Average Number Average Number Average
Of Option Of Option of Option
Options Price Options Price Options Price
Balance at January 1 6,866,80! $ 23.2( 10,327,74 $ 19.3¢ 15,944,08 $ 17.82
Granted 4,490,75! 37.0¢ 1,472,39 34.7¢ 1,315,17 20.0¢
Exercised (3,838,55) 23.2¢ (4,581,27) 18.47 (6,625,47)) 15.7¢
Expired/Forfeited (163,389 31.51 (352,06¢) 21.6¢ (306,039 19.9¢
Balance at December 31 7,355,61 31.45 6,866,80 23.2( 10,327, 74 19.3¢
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Summary information of stock options outstandin@atember 31, 2005, excluding SARs, follows:

Options Outstanding

Options Exercisable

Weighted Weighted Weighted
Number Average Average Number Average
Of Remaining Option Of Option
Range of Exercise Prices Options Life Price Options Price
$9.09 to $11.31 122,62! 4.9 year $ 10.62 122,62! $ 10.62
$13.78 to $18.89 1,539,45: 6.5 year 15.8¢ 239,30t 15.4¢
$26.98 to $39.08 5,501,301 8.5 year 36.6¢ 166,92! 32.2¢
$51.97 3,75( 9.9 year 51.97 -
7,167,12 528,85¢
NOTE 8. INCOME TAXES
The components of FCX'’s deferred taxes follow fiausands):
December 31,
2005 2004
Deferred tax asset:
Foreign tax credits $ 741,10:0  $ 417,85!
Atlantic Copper net operating loss carryforwards 127,54« 148,33t
U.S. alternative minimum tax credits 90,38( 91,75¢
Intercompany profit elimination 84,01( 27,13(
Deferred compensation 30,10: 6,01¢
Valuation allowance (959,029 (657,946
Total deferred tax asset 114,11: 33,14¢
Deferred tax liability:
Property, plant, equipment and development costs (708,22) (702,58¢)
Undistributed earnings in PT Freeport Indonesia (188,93) (172,49)
Deferred mining costs (99,879 (77,145
Other (19,47)) (13,34
Total deferred tax liability (1,016,49) (965,569
Net deferred tax liabilit $ (902,380 $ (932,419

FCX has provided a valuation allowance equal tteixscredit carryforwards ($831.5 million at DeceanB1, 2005, and $509.6 million at
December 31, 2004) as these would only be useddsR@X be required to pay regular U.S. tax, whiglednsidered unlikely for the
foreseeable future and because the foreign taxtsrexpire after 10 years. Atlantic Copper is sabje taxation in Spain and has not
generated significant taxable income in recents/ga€X has provided a valuation allowance equ#théduture tax benefits resulting from
Atlantic Copper’s net operating losses totaling4sdamillion at December 31, 2005, and $423.8 millza December 31, 2004, which expire
through the year 2019.

PT Freeport Indonesis'indonesian income tax returns prior to 2001 Hseen audited or are no longer subject to reviethbyindonesian te
authorities. FCX'’s provision for income taxes catsiof the following (in thousands):

2005 2004 2003
Current income taxes:
Indonesian $ 831,56t $ 236,83t $ 218,01
United States and other 1,92: 7,04¢ 9,38
833,48 243,88! 227,40(
Deferred Indonesian income taxes 81,57¢ 86,79: 110,65:
Provision for income taxes per income
statements 915,06¢ 330,68 338,05:

Tax effect of cumulative effect adjustments - - 6,30¢




Total provision for income taxes $ 915,06 $ 330,68 $ 344,35¢
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Differences between income taxes computed at theraxiual Indonesian tax rate and income taxegdeddfollow (dollars in thousands):

2005 2004 2003
Amount Percent Amount Percent Amount Percent
Income taxes computed at the
contractual Indonesian tax rate $ 712,92¢ 35% $ 201,03 35% $ 204,32 35%
Indonesian withholding tax on:
Earnings/dividends 134,77t 7 47,34% 8 42,63: 7
Interest 92: - 1,12( - 1,22: -
Other adjustments:
Parent company costs 47,37 2 40,43t 7 61,92 11
Atlantic Copper net (income) loss (6,24%) - 36,18t¢ 6 20,48¢ 3
U.S. alternative minimum tax - - 8,20( 2 9,30( 2
Intercompany interest expense - - - - (4,789 (@b}
PT Indocopper Investama taxes 36,54« 2 3,00¢ 1 - -
Other, net (11,230 1) (6,647 (1) 2,95¢ 1
Provision for income taxes per
income statements 915,06t _____ 45% 330,68( _____ 98% 338,05 _____ o8%
Tax effect of cumulative effect
adjustments 8 8 6,30¢€
Total provision for income taxes $ 915,06t $ 330,68 $ 344,35

NOTE 9. INVESTMENT IN PT SMELTING AND EMPLOYEE BENE FITS

PT Smelting.PT Smelting, an Indonesian company, operates aenfiefinery in Gresik, Indonesia. In 2004, PT Simglincreased its stated
production capacity of 200,000 metric tons of cappetal per year to 250,000 metric tons. PT Smgpians to further expand its production
capacity to approximately 270,000 metric tons gfper metal per year by the middle of 2006. PT Fegdpdonesia, Mitsubishi Materials
Corporation (Mitsubishi Materials), Mitsubishi Camation (Mitsubishi) and Nippon Mining & Metals Cd.td. (Nippon) own 25 percent,
60.5 percent, 9.5 percent and 5 percent, respégtivethe outstanding PT Smelting common stock.Ap@eport Indonesia provides nearly all
of PT Smelting’s copper concentrate requiremenigldd the PT Smelting contract, for the first 15rge& PT Smelting’s commercial
operations beginning December 1998, the treatmehtefining charges on the majority of the concaetiPT Freeport Indonesia provides
will not fall below specified minimum rates, subjés renegotiation in 2008. The rate was $0.23goemd during the period from the
commencement of PT Smelting’s operations in 1998 April 2004, when it declined to a minimum of £ per pound. In December 2003,
PT Smelting’s shareholder agreement was amendglthimate PT Freeport Indonesia’s assignment cgatsings in PT Smelting to support
a 13 percent cumulative annual return to Mitsubigaterials, Mitsubishi and Nippon for the first §8ars of commercial operations. No
amounts were paid under this assignment. PT Srgeitid projecspecific debt, nonrecourse to PT Freeport Indonéstaling $292.3 milliol
at December 31, 2005, and $259.5 million at Decer@bhe2004.

Pension PlansDuring 2000, FCX and FM Services Company electe@nminate their defined benefit pension plans dagesubstantially

all U.S. and certain overseas expatriate emplogedseplace these plans, which have substantr@lgame provisions, with defined
contribution plans, as further discussed below péliticipants’ account balances in the defined fiepkans were fully vested on June 30,
2000, and interest credits continue to accrue utideplans until the assets are finally liquidafEae final distribution will occur once
approved by the Internal Revenue Service and thei®e Benefit Guaranty Corporation. The plans’ stweent portfolios were liquidated and
invested in primarily short duration fixed-incomezarities in the fourth quarter of 2000
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to reduce exposure to equity market volatility.| #flthe FCX plan assets shown in the table bekelate to these plans and the unfunded
liability totaled $2.8 million at December 31, 2005

In February 2004, FCX established an unfunded Supphtal Executive Retirement Plan (SERP) for its tmost senior executive officers.
The SERP provides for retirement benefits payabtée form of a joint and survivor annuity or arueglent lump sum. The annuity will
equal a percentage of the executive’s highest gestampensation for any consecutive three-yeaogehiring the five years immediately
preceding the earlier of the executiweétirement or completion of 25 years of credged/ice. The SERP benefit will be reduced by tHaes
of all benefits due under FCX’s cash-balance penglan and all other benefit plans sponsored by BEXny other predecessor employer.
Unrecognized prior service cost at inception of SR P totaled $18.9 million and is being amortiaedr the five-year term of the executive
officers’ current employment agreements. FCX algs &n unfunded pension plan for its directors.

PT Freeport Indonesia has a defined benefit pendamdenominated in Indonesian rupiahs coveritigtsuntially all of its Indonesian
national employees. PT Freeport Indonesia fundglére and invests the assets in accordance withnkglan pension guidelines. The pen
obligation was valued at an exchange rate of 9t8@&h to one U.S. dollar on December 31, 2005,%98d0 rupiah to one U.S. dollar on
December 31, 2004. Labor laws enacted in 2003, wtgplace labor laws enacted in 2001, in Indonesjaire that companies provide a
minimum level of benefits to employees upon empleghtermination based on the reason for terminatiwhthe employee’s years of
service. PT Freeport Indonesia’s pension benefitldsures include the impact of this law.

Atlantic Copper has a contractual obligation derm@ated in euros to supplement amounts paid to cartired Spanish national employees.
Amended Spanish legislation required that Atla@ipper begin funding its contractual obligatiorttie retired employees through a third
party in November 2002. In August 2002, Atlanticpper complied with the amended Spanish legisldipagreeing to fund 7.2 million
euros annually for 15 years to an approved ins@waompany for its estimated 72 million euro corttratobligation to the retired employees.
The insurance company invests the plan assetcordance with Spanish regulations and Atlantic @ofyas no control over these
investments. Atlantic Copper is amortizing the @ognized net actuarial loss over the remaining ddryunding period.

Information as of December 31, 2005 and 2004, erHBX (including FM Services Company’s plan, FCXERP and director plans), PT
Freeport Indonesia and Atlantic Copper plans fofi@dollars in thousands):
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FCX (U.S. and expatriate PT Freeport Indonesia  Atlantic Copper (Spanish

employees) (Indonesian employees) retirees)
2005 2004 2005 2004 2005 2004

Change in benefit obligation:
Benefit obligation at beginning of year $ (45199 % (2949H $ (40,889 $ (37,229 $ (87,499 $ (85,089
SERP and director plan additions - (21,300 - - - -
Service cost (707) (737) (3,546 (3,355 - -
Interest cost (2,419 (2,637 (3,709 (3,36%) (4,70¢) (5,03%)
Actuarial gains (losses) (232) 88¢ 1,91¢ (3,819 (307) (60¢)
Plan amendments (1,319 - - - - -
Foreign exchange gain (loss) - - 2,322 3,632 9,34: (4,572
Benefits paid 2,33¢ 8,077 3,637 3,247 7,664 7,80
Benefit obligation at end of year (47,519 (45,199 (40,26 (40,889 (75,507 (87,499
Change in plan assets:
Fair value of plan assets at beginning

of year 16,61( 24,07 18,95¢ 18,53¢ 9,84( 8,27t
Actual return on plan assets 38¢ 481 1,251 3,08¢ - -
Employer contribution? 13¢€ 13t 4,51z 3,69¢ 9,12 9,37(
Foreign exchange loss - - (820) (4,260 - -
Benefits paid (2,339 (8,077) (1,959 (2,099) (7,669 (7.80%)
Fair value of plan assets at end of year 14,79 16,61( 21,948 18,95¢ 11,29¢ 9,84(
Funded status (32,719 (28,589 (18,31¢) (21,937 (64,209 (77,659
Unrecognized net actuarial (gain) loss (437) (657) 8,13: 12,07¢ 6,97¢ 7,89z
Unrecognized prior service cost 12,75¢ 15,641 5,63( 6,897 - -
Intangible asset/minimum liability

adjustment (12,230 (14,135 (2,159 (4,647) - -

Accrued benefit cost $ (3262) % (27,72) $ (6,707 $ (7,60 $ (57,230 $ (69,76
Accumulated benefit obligation $ (47519% (45199 % (24540 % (25166 $ (7550) $ (87,499
Weighted-average assumptions used

to determine benefit obligations

(percent):
Discount rate 4.0C 6.0C° 12.0¢ 10.0¢ 6.77 6.77
Rate of compensation increase N/AP N/AP 10.0C 8.0Cc N/A N/A
Weighted-average assumptions to

determine net periodic benefit cost

(percent):
Discount rate 6.0C° 6.250 12.0C 10.0¢ 6.77 6.77
Expected return on plan assets N/AP N/AP 10.0C 7.5C - -
Rate of compensation increase N/Ab N/Ab 10.0¢ 8.0Cc N/A N/A

a. Employer contributions for 2006 are expected torapimate $4.9 million for the PT Freeport Indongsian (based on a December 31,
2005, exchange rate of 9,825 Indonesian rupiaméolsS. dollar), $8.5 million for the Atlantic Cogipplan (based on a December 31,
2005, exchange rate of $1.18 per euro) and nontaéoFCX plans.

b. As discussed above, FCX and FM Services Comparyeel¢o terminate their defined benefit pensiompland ceased accruing benefits
on June 30, 2000. The assumptions shown only redatee SERP.

c. Rate of compensation increase assumption for 20@8.D percent for staff employees and 14.0 pefoemon-staff employees and 8.0
percent for all years thereafter.

The components of net periodic benefit cost for EJ¢énsion plans, including the SERP, director glad FM Services Company’s pension



plan, follow (in thousands):

Service cost
Amortization of prior service cost
Interest cost

Actual return on plan assets
Net periodic benefit cos

2005 2004 2003
$ 701 $ 731 -
4,19¢ 5,41¢€ -
2,41z 2,63 1,08¢
(38¢) (481) (751)
$ 6,91  $ 8,29¢ 334
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The components of net periodic benefit cost forHPdeport Indonesia’s and Atlantic Copper’s pengilams follow (in thousands):

PT Freeport Indonesia Atlantic Copper
2005 2004 2003 2005 2004 2003
Service cost $ 354 $ 335 $ 3148 $ - $ - $ -
Interest cost 3,704 3,36t 3,36¢ 4,70¢ 5,03t 4,821
Expected return on plan assets (1,397 (1,829 (1,889 - - -
Amortization of prior service cost 88t 96¢ 894 - - -
Amortization of net actuarial loss 703 243 47¢€ 1,221 1,517 1,31¢
Net periodic benefit co $ 7447 $ 610 $ 599 $ 592¢ $ 655 $ 6,137

The pension plan weighted-average asset allocatioricke FCX and PT Freeport Indonesia plans aebdier 31, 2005 and 2004, follow:

FCX PT Freeport Indonesia
2005 2004 2005 2004
Debt securities 98% 99% - % 5%
Cash and bank deposits 2 1 10C 95
Total 10C% 100% 100% 10C%

The FCX and FM Services Company pension plans teenginated in 2000 as discussed above. Therefweeritire asset balance of $14.8
million at December 31, 2005, will be liquidateddaany unfunded benefits will be paid after InterRalvenue Service and Pension Benefit
Guaranty Corporation approval. The expected bepafiments for FC)X SERP and director plan total $0.2 million fortegear in the perio
2006 through 2008, $17.2 million in 2009, $0.2 ioiilin 2010 and $14.1 million for 2011 through 20T&e rupiah benefit payments that are
expected to be paid for PT Freeport Indonesia’siparplan (based on a December 31, 2005, exchatgefr9,825 Indonesian rupiah to one
U.S. dollar) total $4.0 million in 2006, $3.8 mdh in 2007, $4.7 million in 2008, $5.9 million i®@9, $7.4 million in 2010 and $34.8 million
for 2011 through 2015. Atlantic Copper’s plan isnagistered by a third-party insurance company atidréic Copper is not provided asset
allocations or benefit payment projections.

Other Benefits.FCX and FM Services Company also provide certaaitheare and life insurance benefits for retiretplyees. FCX and
FM Services Company have the right to modify omieate these benefits. The initial health care tresid rate used for the other benefits
was 10 percent for 2006, decreasing ratably eaahwymil reaching 5 percent in 2011. A one-perogeqaint increase or decrease in assu
health care cost trend rates would not have afignt impact on total service or interest costotmation on the employee health care and
life insurance benefits FCX and FM Services Compganoyide follows (in thousands):

2005 2004
Change in benefit obligation:
Benefit obligation at beginning of year $ (5,349 % (5,410
Service cost (159 (137
Interest cost (311) (335
Actuarial gains (losses) (1,029 14¢
Plan amendment 1,00z 11¢€
Participant contributions (15%) (160
Benefits paid 352 427
Benefit obligation at end of year (5,649 (5,349
Change in plan assets:
Fair value of plan assets at beginning of year - -
Employer/participant contributions 352 427
Benefits paid (352) (427)
Fair value of plan assets at end of year - -
Funded status (5,644 (5,349
Unrecognized net actuarial loss 1,462 45C

Unrecognized prior service cost (1,340 (489)




Accrued benefit cost $ (5,52¢) $ (5,382)

Discount rate assumption (percent) 5.5C 6.0C

Expected benefit payments for these plans totd slllion for 2006, $0.4 million for 2007, $0.5 ridn for 2008, $0.5 million for 2009, $0.5
million for 2010, and $2.5 million for the periotbfn 2011 through 2015. The components of net perioehefit cost for FCX’s and FM
Services Company’s health care and life insurameefits follow (in thousands):

2005 2004 2003
Service cost $ 15¢ % 137 % 127
Interest cost 311 33t 327
Amortization of prior service (credit) cost (139 (139 273
Amortization of net actuarial loss 13 22 14
Net periodic benefit cos $ 344 355§ 741

FCX and FM Services Company have employee savilegs pinder Section 401(k) of the Internal RevenadeGhat generally allow eligible
employees to contribute up to 50 percent of thegrtpx compensation, but no more than
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a specified annual limit (currently $15,000) whitlay be increased by an additional $5,000 for engg#sywho are at least 50 years old. FCX
and FM Services Company match 100 percent of teeFipercent of the employees’ contribution. Ndangparticipants vest 100 percent in
FCX's and FM Services Company’s matching contritmsi upon three years of service.

During 2000, FCX and FM Services Company also éistadul additional defined contribution plans fobstantially all their employees
following their decision to terminate their definednefit pension plans. Under these plans, FCXFMidGervices Company contribute
amounts to individual accounts totaling either Acpat or 10 percent of each employee’s pay, depgnath a combination of each employee’
age and years of service. The costs charged tatmes for FCX's and FM Services Company’s employ@éngs plans and defined
contribution plans totaled $3.2 million in 2005, &3nillion in 2004 and $2.8 million in 2003. FCX&RM Services Company have other
employee benefit plans, certain of which are relatceFCX’s performance, which costs are recogn@edently in general and administrative
expense. Atlantic Copper has a defined contribyian and recorded charges totaling $0.4 millioB065, $0.5 million in 2004 and $0.4
million in 2003 for annual service costs relatedhis plan.

During 2004, Atlantic Copper undertook a cost réucand operational enhancement plan designegidiace unit costs, including a
reduction in workforce, and enhance operationaladinistrative efficiencies. In connection withglamenting this cost reduction and
operational enhancement plan, Atlantic Copper stibtcha workforce reduction plan to the Spanish lual#uthority and, in December 2004,
received approval for this workforce reduction platantic Copper recorded a $12.0 million chang@004 related to the workforce
reduction under this plan. These charges includé $ilion in one-time termination benefits for #eaffected employees eligible for early
retirement benefits, $0.8 million in severance pegta for those affected employees not eligiblestty retirement and $3.1 million for
contract termination costs. Atlantic Copper paidd$hillion of these benefits in December 2004 aaidi phe balance in the first half of 2005.

NOTE 10. COMMITMENTS AND CONTINGENCIES

Grasberg Open-Pit Slippage EventsOn October 9, 2003, a slippage of material occuimeadsection of the Grasberg open pit, resulting i
eight fatalities. On December 12, 2003, a debow fihvolving a relatively small amount of loose exél occurred in the same section of the
open pit resulting in only minor property damagé#.material involved in the affected mining areasltbeen removed. The events caused PT
Freeport Indonesia to alter its short-term minauseging plans and to focus its open-pit operat@mnaccelerating the removal of overburden
from the south wall to restore safe access to biglde ore areas in the pit. In April 2004, PT Foeepdonesia established safe access and
initiated mining in higher-grade ore areas whilatgwing overburden removal activities. While PE&port Indonesia resumed normal
milling rates in June 2004, no assurance can engivat similar events will not occur in the future

As a result of the fourth-quarter 2003 slippage deloris flow events, PT Freeport Indonesia notifiedtopper concentrate customers that it
was declaring force majeure under the terms afatgracts as it would be unable to satisfy its ahsales and delivery commitments. In
December 2004, PT Freeport Indonesia terminatetbtise majeure that had been in effect since Deeer®®03 under its concentrate sales
contracts.

PT Freeport Indonesia maintains property damagéasihess interruption insurance related to itsapes. FCX and its insurers entered
into an insurance settlement agreement in Dece@di#t (Settlement Agreement). Under the Settlemgneé@ment, all claims that arose fr
the fourth-quarter 2003 slippage and debris floergs in the Grasberg open-pit mine were settled.ifisurers agreed to pay an aggregate of
$125.0 million in connection with its claims. In@4) the insurers paid $94.5 million and the remmgjr$30.5 million was paid in January
2005. After considering its joint venture partnariterest in the proceeds, PT Freeport Indons$want venture share of proceeds totaled ¢
million. As a result of the settlement, FCX recatda $87.0 million gain on insurance settlementtierbusiness interruption recovery anc
$8.0 million gain to production costs for the prapéoss recovery for a net gain of $48.8 milliafter taxes and minority interest sharing, in
2004.

Environmental, Reclamation and Mine Closure FCX has an environmental policy committing it natyoto compliance with federal, state
and local environmental statutes and regulationsalso to continuous improvement of its environtakperformance at every operational
site. FCX believes that its operations are beimglooted pursuant to applicable permits and arenmpdiance in all material respects with
applicable environmental laws, rules and
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regulations. FCX incurred aggregate environmerapltal expenditures and other environmental castiyding Rio Tinto’s share, totaling
$44.0 million in 2005, $65.1 million in 2004 and2b¥ million in 2003.

The ultimate amount of reclamation and closurescisbe incurred at PT Freeport Indonesia’s opamatwill be determined based on
applicable laws and regulations and PT Freepodriedia’s assessment of appropriate remedial aesvit the circumstances, after
consultation with governmental authorities, affddtecal residents and other affected parties andatacurrently be projected with precision.
Estimates of the ultimate reclamation and closostcPT Freeport Indonesia will incur in the futimeolve complex issues requiring
integrated assessments over a period of many gedrare subject to revision over time as more cetatudies are performed. Some
reclamation costs will be incurred during miningiates, while most closure costs and the remajnieclamation costs will be incurred at
end of mining activities, which are currently esibed to continue for more than 35 years.

Effective January 1, 2003, FCX adopted SFAS No. (548 Note 1). At December 31, 2005, FCX estimtitege aggregate obligations to be
approximately $156 million for PT Freeport Indorzeand $15 million for Atlantic Copper, and estintbRT Freeport Indonesia’s aggregate
discounted asset retirement obligations to be $26llfon and Atlantic Copper’s to be $0.2 millioAt December 31, 2004, PT Freeport
Indonesia revised its reclamation and closure egémfor changes in the projected timing of centaglamation costs and changes in certain
cost estimates. At December 31, 2004, FCX estinmthtesk aggregate obligations to be approximated@ $iillion for PT Freeport Indonesia
and $18 million for Atlantic Copper, and estimafd Freeport Indonesia’s aggregate discounted estietment obligations to be $22.0
million and Atlantic Copper’s to be $0.8 millionh& changes in 2004 reduced the related asset baland are not expected to have a
material impact on future net income. FCX’s cordatied discounted asset retirement obligations@062nd 2004 follow (in thousands):

2005 2004
Asset retirement obligation at beginning of year $ 22,84¢ $ 26,48t
Accretion expense 2,822 2,98¢
Liabilities incurred 1,74¢ -
Revision for changes in estimates (709 (6,69¢)
Foreign exchange (gain) loss (89) 75
Asset retirement obligation at end of year $ 26,61¢  $ 22,84¢

In 1996, PT Freeport Indonesia began contributing tash fund ($7.2 million balance at Decembe2805) designed to accumulate at least
$100 million (including interest) by the end of itglonesian mining activities. PT Freeport Indoagdans to use this fund, including accrued
interest, to pay the above-mentioned mine closnderaclamation costs. Any costs in excess of t®$iillion fund would be funded by
operational cash flow or other sources. Future gesiin regulations could require FCX to incur addil costs that would be charged against
future operations. Estimates involving environméntatters are by their nature imprecise and caexipected to be revised over time because
of changes in government regulations, operati@thrtology and inflation.

Contract of Work. FCX is entitled to mine in Indonesia under the “@aat of Work” between PT Freeport Indonesia ared@Government of
Indonesia. The original Contract of Work was erdargo in 1967 and was replaced with a new Conwé®Vork in 1991. The initial term of
the current Contract of Work expires in 2021, kan be extended by PT Freeport Indonesia for twgedd-periods, subject to Indonesian
government approval, which cannot be withheld daykd unreasonably. Given the importance of cotgratwork under the Indonesian
legal system and PT Freeport Indonesia’s over 3bsyef working with the Indonesian government, whiwcluded entering into the Contract
of Work in 1991 well before the expiration of the6Z Contract of Work, PT Freeport Indonesia fultpects that the government will
approve the extensions as long as it continuesrtipty with the terms of the Contract of Work.

Social and Economic Development Program$:CX has a comprehensive social, employment and huights policy to ensure that its
operations are conducted in a manner respectirig basan rights, the laws and regulations of th& lkbountry, and the culture of the people
who are indigenous to the areas in which FCX opsrdh 1996, PT Freeport Indonesia establishe&itheport Partnership Fund for
Community Development, which was previously calleel Freeport Fund for Irian Jaya Development, thhowhich PT Freeport Indonesia
has made available funding and expertise to supipertconomic and social development of the ar€d&rBeport Indonesia has committed to
provide one percent of its annual revenue for gneetbpment of the local people through the FreePartnership Fund for Community
Development. PT Freeport Indonesia charged $33libmin 2005, $17.5 million in 2004 and $17.4 n@h in 2003 to production costs for
this commitment.
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Long-Term Contracts and Operating LeasesAtlantic Copper has firm contractual commitmentwgarties other than PT Freeport
Indonesia to purchase concentrate totaling 375&®ic tons in 2006, 335,000 metric tons in 200/Q,200 metric tons in 2008 and 190,000
metric tons in 2009 at market prices.

As of December 31, 2005, FCX'’s aggregate minimunuahcontractual payments, including Rio Tinto’sugh under noncancelable long-
term operating leases which extend to 2030 totd8# million in 2006, $7.7 million in 2007, $7.5lfiwn in 2008, $6.7 million in 2009, $4.7
million in 2010 and $2.0 million thereafter. Minimupayments under operating leases have not beanagdby aggregate minimum sublease
rentals of $0.8 million due under noncancelabldeages. Total aggregate rental expense under opeledses amounted to $8.5 million in
2005, $7.9 million in 2004 and $6.6 million in 2003

Share Purchase Programin June 2000, FCX's Board of Directors authoriz&tDamillion-share increase in FCX's open marketsha
purchase program, bringing the total shares apgréarepurchase under this program to 80 milliororiinception of this program in July
1995 through October 2003, FCX has purchased bab7.7 million shares for $1.24 billion ($17.58r share average). In October 2003,
FCX's Board of Directors approved a new open maskare purchase program for up to 20 million shes@sh replaced the previous
program. Through February 24, 2006, under this pmgram, FCX acquired 2.4 million shares in 2005#80.2 million, $33.83 per share
average, and 3.4 million shares in 2004 for $99lbom, $29.39 per share average, and 14.2 milibares remain available. The timing of
future purchases of common stock is dependent ooty factors including the price of FCX's commomrss, its cash flows and financial
position, copper and gold prices and general ecamand market conditions. As discussed in Notevd, af FCX's senior notes and, in
certain circumstances, FCX’s credit facility contdimitations on common stock purchases.

C ontingencies For Non-Income TaxedAtlantic Copper and PT Freeport Indonesia accruepay certain non-income taxes and other
government charges, such as vadakeled, withholding, payroll, local and other tages charges. For certain transactions, issuesasis®th:
applicability of these other taxes and chargeseBasm management’s review and prior experienceserve for the estimated liability has
been established (see Note 6).

NOTE 11. FINANCIAL INSTRUMENTS

FCX and its subsidiaries have entered into dexeatbntracts in limited instances to achieve speolfjectives. These objectives principally
relate to managing risks associated with foreigmenicy and commaodity price risks. In addition, @sponse to volatility in the Indonesian
rupiah and Australian dollar currencies, FCX hasggbb to manage certain foreign currency risks WwithFreeport Indonesia’s mining
operations. In the past, FCX has also entereddetivative contracts related to PT Freeport Ind@e&xposure to copper and gold prices,
but activities in this regard since 1997 have Hasited to establishing fixed prices for open copgeales under PT Freeport Indonesia’s
concentrate sales contracts. FCX does not entedgrivative contracts for speculative purposes.

Summarized below are financial instruments whosgyicey amounts are not equal to their fair valud anmatured derivative financial
instruments at December 31, 2005 and 2004 (in Hrais. Fair values are based on quoted marketspaioe other available market
information.

2005 2004
Carrying Fair Carrying Fair
Amount Value Amount Value
Commaodity contracts:
Open contracts in asset position $ 2,20¢ % 2,20¢ % 95C $ 95(C
Open contracts in liability position - - (1,80€) (1,806
Embedded derivatives in concentrate
sales contracts 38,58 38,58 16,08: 16,08:
Foreign exchange contracts:
$U.S./Indonesian rupiah 1,762 1,762 2,87¢ 2,87¢
Long-term debt (1,255,94) (1,619,52) (1,951,901 (2,353,98)
Interest rate swap contracts - - (96) (96)

FCX follows SFAS No. 133 and changes in the falugaf unrealized derivative contracts that quatifyhedges are not reported in current
earnings, but are included in other comprehensigeme (see Note 1). A recap of gains (losses) eldaaearnings for redeemable preferred
stock redemptions, derivative contracts and emtabdédevatives follows (in thousands):
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2005 2004 2003

FCX:
Silver-Denominated Preferred Stock $ (4952 % (1,440 $ 1,722
Gold-Denominated Preferred Stock - - 22,11C
PT Freeport Indonesia:
Foreign currency exchange contracts 663 - -
Embedded derivatives in concentrate sales contracts 166,08: 56,92( 38,93:
Atlantic Copper:
Foreign currency exchange contracts - - 9,62¢
Forward copper contracts 29,08¢ (5,647 (8,019
Interest rate contracts (97) (1,449 (2,139

Commodity Contracts. From time to time, PT Freeport Indonesia has edter® forward and option contracts to hedge theketarisk
associated with fluctuations in the prices of cordities it sells. The primary objective of these ttaats has been to set a minimum price and
the secondary objective is to retain market upsfasjailable at a reasonable cost. As of Decemie2005, FCX had no price protection
contracts relating to its mine production. At Det&m31, 2005, FCX had outstanding Gold-DenominatetiSilver-Denominated Preferred
Stock with dividends and redemption amounts deteechby commodity prices. FCX elected to continaéistorical accounting for its
redeemable preferred stock indexed to commoditiéeuthe provisions of SFAS No. 133, which allowlsinstruments issued before
January 1, 1998, to be excluded from those instnismequired to be adjusted for changes in th@ivtdues. Therefore, FCX’'s redeemable
preferred stock (classified as long-term debtg@orded at its original issue value less redemptiand had a carrying value of $179.9 million
at December 31, 2005, and a fair value of $2411Bomibased on December 30, 2005 quoted markegégrithe Gold-Denominated Preferred
Stock was redeemed on February 1, 2006, for $286li8n (see Note 5).

Certain of PT Freeport Indonesia’s concentratessadatracts allow for final pricing in future ped& Under SFAS No. 133, these pricing
terms cause a portion of the contracts to be censitlembedded derivatives, which must be recortfadraralue. PT Freeport Indonesia
adjusts its revenues for these embedded derivativeslect fair value based on forward pricestfa final pricing periods on each reporting
date. Changes in the fair value of these embeddedatives are recorded in current period revenues.

Atlantic Copper enters into forward copper consai#signed to hedge its copper price risk wheniévghysical purchases and sales pricing
periods do not match. Although these contractsraemded to hedge against changes in copper ptleggdo not qualify for hedge
accounting treatment under SFAS No. 133 becausati¢lCopper bases its hedging contracts on itsales and purchases position, and
contracts to hedge a net position do not qualifhdge accounting under SFAS No. 133. At Decer8ibe2005, Atlantic Copper held
forward copper purchase contracts for 22.5 milfieninds at an average price of $1.90 per pound ghréyoril 2006.

Foreign Currency Exchange ContractsPT Freeport Indonesia and Atlantic Copper enter fioteign currency forward contracts to hedge
the market risks of their forecasted costs denorathan a currency other than the U.S. dollar, thaictional currency. The primary objective
of these contracts is either to lock in an exchamage or to minimize the impact of adverse exchaatge changes. As of December 31, 2005,
PT Freeport Indonesia had foreign currency corgrichedge 735.0 billion in rupiah payments, ingigctertain rupiah-based capital
expenditures, or approximately 46 percent of aggpeegrojected rupiah payments for 2006, at an geeeachange rate of 10,085 rupiah to
one U.S. dollar. PT Freeport Indonesia accountthiese contracts as cash flow hedges. As of Deaedih@005, PT Freeport Indonesia
expects to reclass $1.8 million of unrealized g&n8006 earnings related to its outstanding fareigrrency contracts.

Debt and Interest Rate Contracts At times, Atlantic Copper entered into intereseravaps, which matured in March 2005, to manage
exposure to interest rate changes on a portiots eariable-rate debt. The primary objective ofstheontracts was to lock in an interest rate
considered to be favorable. Interest on comparféddéing rate debt averaged 4.8 percent in 20@bp8rcent in 2004 and 4.4 percent in 2003,
resulting in additional interest costs totalingI$million in 2005, $1.4 million in 2004 and $2.1lkein in 2003.

Atlantic Copper is a party to letters of creditlitg $11.4 million at December 31, 2005. Fair eadifi these letters of credit approximates
their face value at December 31, 2005.

NOTE 12. SEGMENT INFORMATION
FCX follows SFAS No. 131, “Disclosures about Segtaeri an Enterprise and Related Information,” whieuires that
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companies disclose segment data based on how nmeagmakes decisions about allocating resourcesgments and measuring their
performance. FCX has two operating segments: “rgiaimd exploration” and “smelting and refining.” Timning and exploration segment
consists of FCX'’s Indonesian activities including Preeport Indonesia’s copper and gold mining adjp@mna, Puncakjaya Power’s power-
generating operations (after eliminations with R&dport Indonesia) and FCX'’s Indonesian exploragictivities. The smelting and refining
segment includes Atlantic Copper’s operations iaiSpand PT Freeport Indonesia’s equity investme®T Smelting in Gresik, Indonesia.
The segment data presented below were prepardte@aine basis as FCX's consolidated financial rsttés.

Mining and Smelting and Eliminations an
Exploration Refining Other FCX Total
(In Thousands)

2005

Revenues $ 3,567,982 $ 1,363,200 $ (752,07) $ 4,179,11
Production and delivery 954,03¢ 1,288,61! (605,017 » 1,637,63;
Depreciation and amortization 209,71: 28,99t 12,80« 251,51.
Exploration expenses 8,61¢ - 18t 8,80z
General and administrative expenses 147,33~ 10,82« (54,279 ¢ 103,88!
Operating income $ 2,248,27  $ 34,77¢ % (105,77) $ 2,177,28
Equity in PT Smelting earnings $ i, $ 930z $ z $ 9,30z
Interest expense, net $ 22,38t % 16,96: $ 92,297 % 131,63!
Provision for income taxes $ 781,010 $ - $ 134,05! $ 915,06¢
Capital expenditures $ 129,55. $ 10,23: $ 3,206 % 142,98
Total assets $ 4,623,824 $ 933,05¢ $ (6,682 $ 5,550,201
2004

Revenues $ 1,746,572 $ 873,70( $ (248,40) $ 2,371,86!
Production and delivery 760,13: 914,45 (224,29)) » 1,450,29
Depreciation and amortization 168,19! 28,63: 9,581 206,40t
Exploration expenses 8,471 - 19z 8,66¢
General and administrative expenses 151,94« 14,19¢ (76,219 ¢ 89,927
Gain on insurance settlement (87,000 - - (87,000
Operating income (loss) $ 744,83. $ (83,58) $ 42,32¢  $ 703,57t
Equity in PT Smelting earnings $ ' $ 2,04t $ Z $ 2,04%
Interest expense, net $ 22,20¢ $ 13,78:  $ 112,21 $ 148,10:
Provision for income taxes $ 266,37: $ - $ 64,30¢ $ 330,68
Capital expenditures $ 119,42¢  $ 21,79 % (219 $ 140,99¢
Total assets $ 4,070,769 $ 753,88 $ 262,34: $ 5,086,99!
2003

Revenues $ 1,744,588 $ 910,41 $ (442,83) $ 2,212,16!
Production and delivery 631,95: 892,68: (453,30¢) b 1,071,32
Depreciation and amortization 190,45( 28,46¢ 11,88¢ 230,80:
Exploration expenses 6,28¢ - 16& 6,44¢
General and administrative expenses 123,40¢ 11,02: (54,159 c 80,27¢
Operating income (loss) $ 792,48  $ (21,75) $ 52,57: $ 823,30¢
Equity in PT Smelting earnings $ ' $ 560¢ $ ' $ 5,60¢
Interest expense, net $ 44,86 $ 16,67t $ 135,48. $ 197,01
Provision for income taxes $ 273,37t % - $ 64,67 % 338,05:
Capital expenditures $ 129,02¢ $ 9,941 $ 21€ % 139,18
Total assets $ 3,656,714 $ 689,21 $ 372,43¢  $ 4,718,36!

a. Includes PT Freeport Indonesiasales to PT Smelting totaling $1,008.5 million2®05, $696.0 million in 2004 and $510.2 millior



2003.

. Includes deferrals (recognition) of intercompangfits on 25 percent of PT Freeport Indonesia’sstdPT Smelting, for which the final
sale to third parties has not occurred, totaling.@2nillion in 2005, $13.8 million in 2004 and $gY million in 2003.

. Includes charges to the mining and exploration segrfor the in-the-money value of FCX stock optéxercises which are eliminated in
consolidation totaling $64.5 million in 2005, $8Tdlion in 2004 and $57.8 million in 2003.

. Includes PT Freeport Indonesia’s trade receivablés PT Smelting totaling $162.0 million at Decemi34, 2005, $87.5 million at
December 31, 2004, and $33.5 million at DecembefBQ3.

. Includes PT Freeport Indonesia’s equity investn@®T Smelting totaling $33.5 million at Decembér, 2005, $47.8 million at
December 31, 2004, and $58.2 million at Decembef303.
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Through its operating subsidiaries, FCX marketpiitglucts worldwide primarily pursuant to the terofisongterm contracts. As a percent
of consolidated revenues, revenues under long-temtracts totaled approximately 97 percent in 2@@5percent in 2004 and 95 percent in
2003. The only customers under lomgm contracts with over 10 percent of revenuest ieast one of the past three years is PT Smedtitig

24 percent in 2005, 29 percent in 2004 and 23 peine2003 and one customer at Atlantic Copper Wapercent in 2005.

FCX revenues attributable to various countries th@sethe location of the customer follow (in thouds):

2005 2004 2003
Indonesia (PT Smelting) $ 1,008,48: 696,02: $ 510,24!
Japan 805,06t 414,38t 412,40
Spain 783,03¢ 490,64 372,79:
Korea 289,46 142,92. 69,13
India 241,01 70,87 84,551
Switzerland 219,07: 64,14¢ 130,51¢
Others 832,97( 492,86¢ 632,51t
Total $ 4,179,11 2,371,861 $ 2,212,16!
FCX revenues attributable to the products it preduollow (in thousands):
2005 2004 2003
Copper in concentrate $ 1,868,49. 996,33: $ 612,44:
Gold in concentrates 1,013,77. 516,55 685,23(
Silver in concentrates 23,15 17,09: 16,37+
Refined copper products 1,128,08 716,95¢ 603,17"
Gold and silver in slimes 206,50t 124,38: 272,05(
Royalties (103,726 (43,499 (26,477
Sulphur and other 42,83¢ 44,04¢ 49,36:
Total $ 4,179,11 $ 2,371,861 $ 2,212,16!

a. Amounts are net of treatment and refining chargedibg $277.0 million for 2005, $175.9 million fa004 and $179.1 million for 2003.

NOTE 13. SUPPLEMENTARY MINERAL RESERVE INFORMATION (UNAUDITED)

Proven and probable reserves were determined hysthef mapping, drilling, sampling, assaying avaation methods generally appliec
the mining industry, as more fully discussed bel®twe term “reserve,” as used in the reserve datsemted here, means that part of a mineral
deposit which can be economically and legally estéd or produced at the time of the reserve detextion. The term “proven reserves”
means reserves for which (a) quantity is computexh fdimensions revealed in outcrops, trenches, wgskor drill holes; (b) grade and/or
quality are computed from the result of detaileshgling; and (c) the sites for inspection, samplmgl measurements are spaced so closely
and the geologic character is sufficiently defitieat size, shape, depth and mineral content ofvesare well established. The term
“probable reserves” means reserves for which qyaatid grade are computed from information simitethat used for proven reserves but
the sites for sampling are farther apart or aremifse less adequately spaced. The degree of assu@though lower than that for proven
reserves, is high enough to assume continuity betyeints of observation.

PT Freeport Indonesisireserve estimates are based on the latest deajladlogical and geotechnical studies. PT Fredpddnesia conduc
ongoing studies of its ore bodies to optimize eooigos/alues and to manage risk. PT Freeport Indanesiises its mine plans and estimate
proven and probable mineral reserves as requiraddardance with the latest available studies.

All of PT Freeport Indonesia’s current aggregatel(iding Rio Tinto’s share) proven and probableress, shown below, are located in
Block A of PT Freeport Indonesia’s Contract of Worke initial term of the Contract of Work coveriBipck A expires at the end of 2021.
PT Freeport Indonesia can extend this term forduacessive 10-year periods, subject to the appofvhe Indonesian government, which
cannot be withheld or delayed unreasonably. PTgemténdonesias reserve amounts reflect its estimates of thevesehat can be recover
before the end of 2041 (the expiration of the tWeygar extensions). PT Freeport Indonesia’s cumeéné plan has been developed and its
operations are based on receiving the two 10-ydansions. As a result, PT Freeport Indonesia doeanticipate the mining of all of its
reserves prior to the end of 2021 based on itentimine plan, and there can be no assurancehthétdonesian government will approve the
extensions. Prior to the end of 2021, under itsezurmine plan PT Freeport Indonesia expects t@rapproximately 44 percent of aggregate
proven and probable ore, representing approximat2lyercent of its share of recoverable copperveseand approximately 65 percent of its



share of recoverable gold reserves.

88




Proven and Probable

Average Ore Grade Per Metric Ton Recoverable Reserves
Year-End Ore Copper Gold Silver Copper Gold Silver
(Thousand (%) (Grams) (Ounces) (Grams) (Ounces) (Billions  (Millions (Millions
Metric Tons) of Lbs.) of 0zs.) of 0zs.)
2001 2,583,88: 1.1 1.0t .03¢ 3.7z 12C 52.t 64.5 151.¢
2002 2,584,46! 1.12 1.02 .03¢ 3.7t 12 53.2 62.€ 147.¢
2003 2,695,88: 1.0¢ 0.9¢ .03z 3.72 12C 54.4 60.4 159.
2004 2,769,10: 1.0¢ 0.97 .031 3.84 A28 56.2 61.C 174t
2005 2,822,48 1.07 0.92 .03C 4.0z 12¢ 56.€ 58.C 180.¢
By Ore Body at December 31, 2005:
Developed and producing:
Grasberg open pi 638,08« 1.0¢ 1.21. .03¢ 2.5¢€ .082 13.¢ 20.¢ 23.7
Deep Ore Zone 162,89¢ 0.87 0.6C .01¢ 4.91 .15¢ 2.6 2.3 13.1
Undeveloped:
Grasberg block
cave 851,87. 0.9¢ 0.74 .02¢4 2.94 .09t 15.€ 13.t 43.C
Kucing Liar 579,12 1.2C 1.0¢€ .03¢ 5.4C A7 13.2 15 38.4
Deep Mill Level
Zone 249,29: 1.1 0.8¢ .02¢ 5.6t .18z 5.4 5.8 28.€
Ertsberg Stockwork
Zone 146,76¢ 0.5C 0.8¢€ .02¢ 1.7t .05¢€ 14 31 515
Mill Level Zone 96,04 0.8t 0.7C .022 3.6C 1€ 1.5 1.7 7.C
Big Gossan 52,73¢ 2.31 1.1C .03t 14.7¢ A7 25 1.2 15.¢
Dom open pit 23,65( 2.0¢ 0.4z .014 12.1¢ .39( 0.6 0.2 3.3
Dom block cave 22.,02: 1.37 0.3€ .012 8.82 .284 0.5 0.2 2.3
Total 2,822,48! 56.€ 58.C 180.¢
PT Freeport Indonesia’s share (see Note 2) _40c  43&  127.(
36.5 39.¢ 115.1

FCX’'s equity share
a. Reflects FCX's 90.6 percent ownership interest ($ete 2).

Estimated recoverable reserves were assessedausapper price of $0.90 per pound, a gold pricB3H0 per ounce and a silver price of
$5.00 per ounce. With respect to the proven anbgiie reserves presented above, if metal prices adjusted to the approximate average
London spot prices for the past three years,dapper prices adjusted from $0.90 per pound to6bfe? pound and gold prices adjusted from
$350 per ounce to $406 per ounce, the additiopsaeen and probable reserves would not be materigported reserves.

Incremental cash flow attributable to the fourtim@entrator mill expansion is shared 60 percentbyfeeport Indonesia and 40 percent by
Rio Tinto (see Note 2). Incremental cash flow cetssof amounts generated from production in exeéspecified annual amounts based on
the December 31, 1994, reserves and mine planinthemental revenues from production from the egfmanand total revenues from
production from Block A, including production froRT Freeport Indonesia’s previously existing operatj share proportionately in
operating, nonexpansion capital and administratosts. PT Freeport Indonesia receives 100 perdexaish flow from its existing pre-
expansion production facilities as specified bydbetractual arrangements. PT Freeport Indones#imated net share of recoverable
reserves and FCX'’s 90.6 percent equity interegtase reserves follow:

PT Freeport Indonesia FCX
Year-End Copper Gold Silver Copper Gold Silver
(Billions (Millions (Millions (Billions (Millions (Millions
of Lbs.) of 0zs.) Of Ozs.) of Lbs.) of Ozs.) of Ozs.)
2001 39.4 50.2 114.5 35.7 455 103.8
2002 39.4 48.5 110.9 35.7 44.0 100.5
2003 39.7 46.6 116.8 36.0 42.2 105.9

2004 40.5 46.5 124.5 36.7 42.1 112.8



2005 40.3 43.9 127.0 36.5 39.8 115.1
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NOTE 14. QUARTERLY FINANCIAL INFORMATION (UNAUDITED )

Net Income (Loss) Net Income
Operating Applicable to (Loss) Per Share
Revenues Income Common Stock Basic Diluted
(In Thousands, Except Per Share Amounts)
2005
1st Quarter $ 803,06! $ 357,59¢ $ 130,39! $ 07¢ $ 0.7C
2nd Quarter 902,90¢ 430,44: 175,24 0.9¢ 0.91
3rd Quarter 983,27( 459 55! 165,80k 0.9z 0.8¢a
4th Quarter 1,489,87. 929,69: 463,18(@b 2.50b 2.1cab
$ 4,179,111 $ 2,177,28i $ 934,62a b 5162 P 4.67P
2004
1st Quarter $ 360,18! $ 41,37¢ $ (19,55 ¢ $ (010c $ (0.10)c
2nd Quarter 486,33« 46,70 (53,31) (0.30) (0.30)
3rd Quarter 600,55t 148,63t 17,13¢ 0.1C 0.1C
4th Quarter 924,79: 466,864 212,50¢ 1.1¢ 1.0€
$ 2,371,86! $ 703,57t $ 156,77 0.8¢° 0.8°c°

a. Includes losses on early extinguishment and cores debt, net of related reduction of interegtense, totaling $30.3 million ($0.17
per basic share and $0.14 per diluted share) iththetquarter, $10.0 million ($0.05 per sharejhie fourth quarter and $40.2 million
($0.22 per basic share and $0.18 per diluted slfard)e year.

b. Includes a $4.9 million ($0.03 per basic share $M02 per diluted share) gain from the sale ofraglaf land in Arizona held by an F(
joint venture.

c. Includes losses on early extinguishment and coirersf debt totaling $14.4 million ($0.07 per sharethe first quarter and $13.8
million ($0.08 per basic share and $0.07 per dilstieare) for the year, both partly offset by a $6iion ($0.03 per share) reduction of
interest expense for conversion of debt.

d. Includes a $95.0 million gain from insurance prateerelated to the fourth-quarter 2003 slippagedetitis flow events at the Grasberg
open pit and a $12.0 million charge related to #titaCopper’s workforce reduction plan.

e. Includes a $48.8 million ($0.27 per basic share®$h@2 per diluted share) gain from insurance dseliscussed in Note d, a $20.4
million ($0.11 per basic share and $0.09 per diligleare) gain from the sale of a parcel of landrimona held by an FCX joint venture
$7.5 million ($0.04 per basic share and $0.03 flatedi share) gain from Atlantic Coppsersale of its wire rod and wire assets and a ¢
million ($0.07 per basic share and $0.05 per diligleare) charge related to Atlantic Copper’s waitéaeduction plan discussed in Note
d.
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List of Subsidiaries of
Freeport-McMoRan Copper & Gold Inc.

Name Under Whicl

Exhibit 21.1

Ent|ty Organized It Does Business
Atlantic Copper, S.A. Spain Same
FM Services Company Delaware Same
PT Freeport Indonesia Indonesia and Delaware Same
PT Irja Eastern Minerals Indonesia Same
PT Puncakjaya Power Indonesia Same



Exhibit 23.]

Consent of Independent Registered Public Accourking

We consent to the incorporation by reference ia fhiinual Report (Form 10-K) of FreepdfictMoRan Copper & Gold Inc. of our repc
dated February 24, 2006, with respect to the cadesteld financial statements of Freeport-McMoRan g Gold Inc., FreepoAicMoRar
Copper & Gold Inc. managemesitaissessment of the effectiveness of internal aloower financial reporting, and the effectivenesiterna
control over financial reporting of Freeport-McMaR&opper & Gold Inc., included in the 2005 Annua&pRrt to Shareholders of Freeport-
McMoRan Copper & Gold Inc. and our report datedriealy 24, 2006 on the financial statement schedufiéseeportMcMoRan Copper «
Gold Inc. listed in Item 15(a) included elsewheeedin.

We consent to the incorporation by reference inRkegistration Statements on Form S-8 (Registratlon. 33-63267, 33-63269, 3271
333-85803, 333-105535, and 333-115292), Form Segji@ation Nos. 333-31584, 333-104564 and 333-3@tdnd Form S+ (Registratio
Nos. 33:-104563 and 333-114217), of our reports dated Reprd4, 2006, with respect to the consolidatedrfoia statements of Freeport-
McMoRan Copper & Gold Inc., Freeport-McMoRan Copgefsold Inc. managemertt’assessment of the effectiveness of internal @i
over financial reporting, and the effectivenessirdernal control over financial reporting of FreepblcMoRan Copper & Gold Inc
incorporated herein by reference, and our reporedd&ebruary 24, 2006 with respect to the finanstatement schedules of Freeport-
McMoRan Copper & Gold Inc. included in this AnndrRegport (Form 10-K) of Freeport-McMoRan Copper & Gbic.

/sl Ernst & Young LLP
New Orleans, Louisian
March 13, 2006



[Independent Mining Consultants, Inc. Letterhead]

March 13, 2006

Pat Prejean

Assistant Controller - Financial Reporting
Freeport-McMoRan Copper & Gold Inc.
1615 Poydras Street

New Orleans, LA 7011

Dear Mr. Prejean,

We hereby consent to the incorporation by referefaar reports included herein or incorporateddfgrence in this Form 10-K for the year
ended December 31, 2005, into Freeport-McMoRan €ofpGold, Inc.’s previously filed Registration Sements on Form S-3 (Registration
Nos. 33--31584, 333-104564 and 333-114430) and on Forn{Fe§istration Nos. 33-63267, 33-63269, 33-6327 883303, 333-105535,
and 333-115292) and on Form S-4 (Registration R83:104563 and 333-114217).

INDEPENDENT MINING CONSULTANTS, INC.
Date: March 13, 2006 By: /s/ John M. Marek

Name: John M. Marek
Title: President




Exhibit 24.1
Freeport-McMoRan Copper & Gold Inc.

Secretary’s Certificate

I, Douglas N. Currault I, Assistant Secretary oé&port-McMoRan Copper & Gold Inc. (the “Corporatip a corporation organize
and existing under the laws of the State of Delawdo hereby certify that the following resolutiwas duly adopted by the Board of Direc
of the Corporation at a meeting held on Decembefl 288, and that such resolution has not been astemaodified or rescinded and is in-
force and effect on the date hereof:

RESOLVED, That any report, registration statemerither form filed on behalf of this corporationrpuant to the
Securities Exchange Act of 1934, or any amendntestith report, registration statement or other fonay be signed on
behalf of any director or officer of this corporatipursuant to a power of attorney executed by direletor or officer.

IN WITNESS WHEREOF, | have hereunto signed my name affixed the seal of the Corporation on MarcA(®)6.

/s/ Douglas N. Currault I
Douglas N. Currault 11
Assistant Secretary

Seal



POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, tituts and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substitrii to execute, deliver and file, for and on bebélim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended DecembeB3Q25, and any amendment or
amendments thereto and any other document in suhgoeof or supplemental thereto, and the undeesidnereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsod&etrsgid attorney or attorneys may de
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and camfig all acts and things which said attorney toraeys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/sl Robert A. Day
Robert A. Day

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, tiarte and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substitut to execute, deliver and file, for and on bebé&lim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thafgamy on Form 10-K for the year ended Decembe@05, and any amendment or
amendments thereto and any other document in suh@oeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsoéersaid attorney or attorneys may dt
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and canifig all acts and things which said attorney toratys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/s/ J. Bennett Johnston
J. Bennett Johnston

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, titarte and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substitut to execute, deliver and file, for and on bebé&lim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thegamy on Form 10-K for the year ended DecembeP@05 and any amendment or
amendments thereto and any other document in sughgoeof or supplemental thereto, and the undeesidiereby grants to said attorneys,



and each of them, full power and authority to dd parform each and every act and thing whatsod&etrsiid attorney or attorneys may de
necessary or advisable to carry out fully the int#rihe foregoing as the undersigned might or da@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and canifig all acts and things which said attorney toratys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#!day of January, 2006.

/sl Bobby Lee Lackey
Bobby Lee Lackey

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”fjoes hereby make, constitute and appoint RICHAR
ADKERSON, his true and lawful attorney-in-fact withll power of substitution, to execute, deliveddiie, for and on behalf of him, in his
name and in his capacity or capacities as aforeaaidnnual Report of the Company on Form 10-Ktlaryear ended December 31, 2005,
and any amendment or amendments thereto and aaydiibument in support thereof or supplementaktoeand the undersigned hereby
grants to said attorney full power and authoritgtoand perform each and every act and thing whaésahat said attorney may deem
necessary or advisable to carry out fully the int#rihe foregoing as the undersigned might or da@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and camfig all acts and things which said attorney mayudcause to be done by virtue of this
Power of Attorney.

EXECUTED this 3#!day of January, 2006.

/s/ James R. Moffett
James R. Moffett

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, tituts and appoint JAMES R.
MOFFETT, his true and lawful attorney-in-fact withl power of substitution, to execute, deliver dite, for and on behalf of him, in his
name and in his capacity or capacities as aforeaaidnnual Report of the Company on Form 10-Ktlf@eryear ended December 31, 2005,
and any amendment or amendments thereto and aaydiibument in support thereof or supplementaktoeand the undersigned hereby
grants to said attorney full power and authoritgtoand perform each and every act and thing whatsahat said attorney may deem
necessary or advisable to carry out fully the int#rihe foregoing as the undersigned might or da@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and canifig all acts and things which said attorney maydcause to be done by virtue of this
Power of Attorney.

EXECUTED this 3tday of January, 2006.

/s/ Richard C. Adkerson
Richard C. Adkerson

POWER OF ATTORNEY



BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweoeporation (the “Company”), does hereby make, titarte and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substituti to execute, deliver and file, for and on bebé&klim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thafgamy on Form 10-K for the year ended DecembeR@305, and any amendment or
amendments thereto and any other document in suhy@oeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsod&etrsiid attorney or attorneys may de
necessary or advisable to carry out fully the int#rihe foregoing as the undersigned might or da@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and canifig all acts and things which said attorney toratys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/s/ B. M. Rankin, Jr.
B. M. Rankin, Jr.

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweoeporation (the “Company”), does hereby make, titarte and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substitrii to execute, deliver and file, for and on bebélim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended Decembe@05, and any amendment or
amendments thereto and any other document in sughgoeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsoéersaid attorney or attorneys may dt
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and canifig all acts and things which said attorney toratys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/sl J. Taylor Wharton
J. Taylor Wharton

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in her capacitycapacities as an officer and/or a member oBiterd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, tituts and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, her true and lawful attorney-iact with power to act
without the other and with full power of substitrti to execute, deliver and file, for and on bebélier, in her name and in her capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended DecembeB3Q25, and any amendment or
amendments thereto and any other document in suhgoeof or supplemental thereto, and the undeesidnereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsoéersaid attorney or attorneys may dt
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and camfig all acts and things which said attorney toraeys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#!day of January, 2006.

/s/ Kathleen L. Quirk




Kathleen L. Quirk

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in her capacitycapacities as an officer and/or a member oBiterd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, titute and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, her true and lawful attorney-iact with power to act
without the other and with full power of substiart to execute, deliver and file, for and on bebélier, in her name and in her capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended DecembeB3Q25, and any amendment or
amendments thereto and any other document in suhoeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsoéersaid attorney or attorneys may dt
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and camfig all acts and things which said attorney toraeys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#!day of January, 2006.

/s/ Gabrielle K. McDonald
Gabirielle K. McDonald

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, tituts and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substitri to execute, deliver and file, for and on bebékim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended DecembeRB3Q25, and any amendment or
amendments thereto and any other document in suhoeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsod&eatrsiid attorney or attorneys may de
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and camfig all acts and things which said attorney toraeys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#!day of January, 2006.

/s/ C. Donald Whitmire, Jr.
C. Donald Whitmire, Jr.

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, tituts and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substitrii to execute, deliver and file, for and on bebélim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended DecembeB3Q25, and any amendment or
amendments thereto and any other document in suhyoeof or supplemental thereto, and the undeesidnereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsod&etrsgid attorney or attorneys may de
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and camfig all acts and things which said attorney toraeys may do or cause to be done by



virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/s/ H. Devon Graham, Jr.
H. Devon Graham, Jr.

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweoeporation (the “Company”), does hereby make, titarte and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substituti to execute, deliver and file, for and on bebé&klim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended Decembe@05, and any amendment or
amendments thereto and any other document in sugh@oeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsoéersaid attorney or attorneys may dt
necessary or advisable to carry out fully the int#rihe foregoing as the undersigned might or da@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and canifig all acts and things which said attorney toratys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/s/ Gerald J. Ford
Gerald J. Ford

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweogporation (the “Company”), does hereby make, tiarte and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substitrii to execute, deliver and file, for and on bebélim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended Decembe@05, and any amendment or
amendments thereto and any other document in suh@oeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsoéersaid attorney or attorneys may dt
necessary or advisable to carry out fully the intérthe foregoing as the undersigned might or d@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and camfig all acts and things which said attorney toraeys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/s/ Robert J. Allison, Jr.
Robert J. Allison, Jr.

POWER OF ATTORNEY



BE IT KNOWN: That the undersigned, in his capacitycapacities as an officer and/or a member oBiberd of Directors
of Freeport-McMoRan Copper & Gold Inc., a Delaweoeporation (the “Company”), does hereby make, titarte and appoint JAMES R.
MOFFETT and RICHARD C. ADKERSON, and each of thestiray individually, his true and lawful attorney-fact with power to act
without the other and with full power of substituti to execute, deliver and file, for and on bebé&klim, in his name and in his capacity or
capacities as aforesaid, an Annual Report of thagamy on Form 10-K for the year ended Decembe@05, and any amendment or
amendments thereto and any other document in suhy@oeof or supplemental thereto, and the undeesidiereby grants to said attorneys,
and each of them, full power and authority to dd parform each and every act and thing whatsoéersaid attorney or attorneys may dt
necessary or advisable to carry out fully the int#rihe foregoing as the undersigned might or da@d personally or in the capacity or
capacities as aforesaid, hereby ratifying and canifig all acts and things which said attorney toratys may do or cause to be done by
virtue of this Power of Attorney.

EXECUTED this 3#day of January, 2006.

/sl J. Stapleton Roy
J. Stapleton Roy




Exhibit 31.1
CERTIFICATION

I, Richard C. Adkerson, certify that:

1.

2.

I have reviewed this annual report omi10-K of Freeport-McMoRan Copper & Gold Inc.;

Based on my knowledge, this report does not comrtajnuntrue statement of a material fact or om#itée a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

Based on my knowledge, the financial statementofimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€)) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(©) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaiceporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions):

(@) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: March 14, 2006

/s/ Richard C. Adkerson
Richard C. Adkerson
President and Chief Executive Officer




Exhibit 31.Z
CERTIFICATION

I, Kathleen L. Quirk, certify that:

1.

| have reviewed this annual report on Form 10-k@&feport-McMoRan Copper & Gold Inc.;

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or om#itée a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

Based on my knowledge, the financial statementofimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtfie periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€)) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report isige prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(©) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaiceporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

(@) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofmancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: March 14, 2006

/sl Kathleen L. Quirk
Kathleen L. Quirk
Senior Vice President,
Chief Financial Officer and Treasurer




Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350
(Adopted Pursuant to Section 906 of the Sarbanes-@&y Act of 2002)

In connection with the Annual Report on Form 10{fk-ceeport-McMoRan Copper & Gold Inc. (the “Comp3ripr the year ending
December 31, 2005, as filed with the SecuritiesExthange Commission on the date hereof (the “R8p&ichard C. Adkerson, as
President and Chief Executive Officer of the Conypdnereby certifies, pursuant to 18 U.S.C. § 1380adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that, to the best skhiowledge:

(1) The Report fully complies with the requiremeatsSSection 13(a) or 15(d) of the Securities Exg®eAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of
the Company.

Dated: March 14, 2006

/s/ 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 Compadwall be retained by the
Company and furnished to the Securities and Exah&@ammission 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 Sarbanes-@&y Act of 2002)

In connection with the Annual Report on Form 10{f-ceeport-McMoRan Copper & Gold Inc.(the “Compahigdr the year ending
December 31, 2005, as filed with the SecuritiesExcthange Commission on the date hereof (the “R8p#athleen L. Quirk, as Senior
Vice President, Chief Financial Officer and Treaswf the Company, hereby certifies, pursuant t&JIBC. § 1350, as adopted pursuant to §
906 of the Sarbanes-Oxley Act of 2002, that, tobtést of her knowledge:

(1) The Report fully complies with the requiremeatsSSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
the Company.

Dated: March 14, 2006

/s/ Kathleen L. Quirk
Kathleen L. Quirk
Senior Vice President,
Chief Financial Officer and Treasurer

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyn| be retained by the
Company and furnished to the Securities and Exah&@ammission 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.



