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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) O F THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2012
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number: 001-11307-01

Freeport-McMoRan Copper & Gold Inc.

(Exact name of registrant as specified in its charter)

Delaware 74-2480931

(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

333 North Central Avenue
Phoenix, Arizona 85004-2189
(Address of principal executive offices) (Zip Code)

(602) 366-8100
(Registrant's telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock, par value $0.10 per share New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act @ Yes O No
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. 0 Yes ™ No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter
period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. M Yes[O No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405
of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). M YesO No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained herein, and will not be contained, to the best of the registrant's
knowledge, in definitive proxy or information statements incorporated by reference in Part Ill of this Form 10-K or any amendment to this Form 10-K. ™

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting company. See the definitions of “large accelerated filer,”
“accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. ® Large accelerated filer 0 Accelerated filer 0 Non-accelerated filer 0 Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). O YesM No
The aggregate market value of common stock held by non-affiliates of the registrant was $33.0 billion on February 15, 2013 , and $32.1 billion on June 29, 2012.
Common stock issued and outstanding was 949,530,599 shares on February 15, 2013 , and 949,186,881 shares on June 29, 2012 .

DOCUMENTS INCORPORATED BY REFERENCE

Portions of our proxy statement for our 2013 annual meeting of stockholders are incorporated by reference into Part Ill (Items 10, 11, 12, 13 and 14) of this report.
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PART |
Iltems 1. and 2. Business and Properties.

All of our periodic reports filed with the Securities and Exchange Commission (SEC) pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended, are available, free of charge, through our website, www.fcx.com, including our annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K and any amendments to those reports. These reports and amendments are available through our website as soon as reasonably practicable
after we electronically file or furnish such material to the SEC.

References to “we,” “us” and “our” refer to Freeport-McMoRan Copper & Gold Inc. (FCX) and its consolidated subsidiaries. References to “Notes” refer to the Notes
to Consolidated Financial Statements included herein (refer to Item 8), and references to “MD&A” refer to Management's Discussion and Analysis of Financial
Condition and Results of Operations included herein (refer to Item 7).

PROPOSED ACQUISTIONS

In December 2012, FCX announced definitive merger agreements to acquire, in separate transactions, Plains Exploration & Production Company (PXP) and
McMoRan Exploration Co. (MMR). Completion of each transaction is subject to receipt of PXP and MMR shareholder approval of their respective transactions,
regulatory approvals (including United States (U.S.) antitrust clearance under the Hart-Scott Rodino Act) and other customary conditions. On December 26, 2012,
the U.S. Federal Trade Commission granted early termination of the Hart-Scott Rodino waiting period with respect to both transactions. The PXP transaction is not
conditioned on the closing of the MMR transaction, and the MMR transaction is not conditioned on the closing of the PXP transaction. PXP and MMR shareholder
meetings to approve the respective transactions will be scheduled upon the effectiveness of the respective registration statements filed with the SEC. The
transactions are expected to close in second-quarter 2013, subject to satisfaction of all conditions to closing.

Additionally in January 2013, FCX, through a newly formed joint venture, entered into a definitive agreement to acquire a cobalt chemical refinery in Kokkola,
Finland, and the related sales and marketing business. The acquisition is subject to customary closing conditions, including regulatory approvals, and is expected to
close in second-quarter 2013.

The information contained in this Form 10-K does not reflect the impact of us acquiring PXP, MMR or the cobalt chemical business. Refer to Notes 1 and 20 for
further discussion of these proposed acquisitions.

GENERAL

We are a leading international mining company with headquarters in Phoenix, Arizona, and incorporated under the laws of the state of Delaware on November 10,
1987. We are one of the world’s largest copper, gold and molybdenum mining companies in terms of reserves and production. Our portfolio of assets includes the
Grasberg minerals district in Indonesia, significant mining operations in North and South America, and the Tenke Fungurume minerals district in the Democratic
Republic of Congo (DRC). The Grasberg minerals district contains one of the largest copper and gold reserves in the world based on the latest available reserve
data provided by third-party industry consultants.

We have significant reserves, resources and future development opportunities within our portfolio of assets. At December 31, 2012 , consolidated recoverable
proven and probable reserves totaled 116.5 billion pounds of copper, 32.5 million ounces of gold, 3.42 billion pounds of molybdenum, 321.4 million ounces of silver
and 0.84 billion pounds of cobalt. Approximately 33 percent of our copper reserves are in North America, 33 percent are in South America, 27 percent are in
Indonesia and 7 percent are in Africa. Approximately 95 percent of our gold reserves are in Indonesia, with our remaining gold reserves primarily in South America.
Approximately 79 percent of our molybdenum reserves are in North America, with our remaining molybdenum reserves in South America. Refer to “Ore Reserves”
for further discussion.
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In North America, we currently operate seven copper mines — Morenci, Bagdad, Safford, Sierrita and Miami in Arizona, and Tyrone and Chino in New Mexico, and
two molybdenum mines — Henderson and Climax in Colorado. Certain of our North America copper mines (Sierrita, Bagdad, Morenci and Chino) also produce
molybdenum concentrates.

In South America, we operate four copper mines — Cerro Verde in Peru, and El Abra, Candelaria and Ojos del Salado in Chile. In addition to copper, the Cerro Verde
mine also produces molybdenum concentrates, and the Candelaria and Ojos del Salado mines produce gold and silver.

In Indonesia, PT Freeport Indonesia operates the mines in the Grasberg minerals district. In addition to copper, the Grasberg minerals district also produces
significant quantities of gold and silver.

In Africa, Tenke Fungurume Mining S.A.R.L. (TFM) operates the mines in the Tenke Fungurume minerals district (the Tenke mines). In addition to copper, Tenke
produces cobalt hydroxide.

A summary of our consolidated copper, gold and molybdenum production for the year 2012 by geographic location follows:

Copper Gold Molybdenum
North America 37% 1% 91%
South America 34% 9% 9%
Indonesia 19% 90% N/A
Africa 10% N/A N/A

a. For the year 2012 , 53 percent of our consolidated molybdenum production in North America was from the Henderson and Climax primary molybdenum mines. The Climax
molybdenum mine began commercial production in May 2012.

Refer to "Production Data" for further information.

The locations of our operating mines are shown on the map below. For information about our operating segments and financial data by geographic area refer to Note
17.

FCX Operating Mine Locations

Marenci
Bagdad
Safford
Sierita
Miami
Tyrone
Chino
Henderson
Climax

Indonesia

South America

Cerro Verde

El Abra ]
Candelaria L]

Ojos del Salado

Africa

Tenke Fungurume
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The diagram below shows our ownership interest in our operating mines at December 31, 2012 .

FCX

| 100% 90.64%
Freeport-McMoRan PT Freeport
Corporation Indonesia
100% Varying 56%
Interests
N::::;.;n::;;::}a: South America: Africa: Grasberg I
Cerro Verde (53.56%) Tenke
Bagdad
Safford El Abra (51%) Fungurume
Sier:il;a Candelaria (80%)
A Ojos del Salado (80%)
Tyrone
Chino
Henderson
Climax

COPPER, GOLD AND MOLYBDENUM
A brief discussion of our primary metals appears below. For further discussion of historical market prices of these metals refer to MD&A.

Copper

Copper is an internationally traded commodity, and its prices are determined by the major metals exchanges — the London Metal Exchange (LME), New York
Mercantile Exchange (COMEX) and Shanghai Futures Exchange (SHFE). Prices on these exchanges generally reflect the worldwide balance of copper supply and
demand, and can be volatile and cyclical. During 2012 , LME spot copper prices ranged from a low of $3.29 per pound to a high of $3.93 per pound, averaged $3.61
per pound and closed at $3.59 per pound on December 31, 2012 .

In general, demand for copper reflects the rate of underlying world economic growth, particularly in industrial production and construction. According to Wood
Mackenzie, a widely followed independent metals market consultant, copper’s end-use markets (and their estimated shares of total consumption) are:

Electrical applications 34%
Construction 31%
Industrial machinery 13%
Transportation 13%
Consumer products 9%

Gold

Gold is used for jewelry, coinage and bullion as well as various industrial and electronic applications. Gold can be readily sold on numerous markets throughout the
world. Benchmark prices are generally based on London Bullion Market Association (London) quotations. During 2012 , London PM gold prices ranged from a low of
$1,540 per ounce to a high of $1,792 per ounce, averaged $1,669 per ounce and closed at $1,658 per ounce on December 31, 2012 .

Molybdenum

Molybdenum is a key alloying element in steel and the raw material for several chemical-grade products used in catalysts, lubrication, smoke suppression, corrosion
inhibition and pigmentation. Molybdenum, as a high-purity metal, is also used in electronics such as flat-panel displays and in super alloys used in aerospace.
Molybdenum’s
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end-use markets (and their estimated shares of total consumption) according to the International Molybdenum Association are:

Construction steel 40%
Stainless steel 20%
Chemicals 14%
Tool and high-speed steel 10%
Cast iron 7%
Molybdenum metal 5%
Superalloys 4%

Reference prices for molybdenum are available in several publications, including Metals Week , Ryan’s Notes and Metal Bulletin . During 2012 , the weekly average
price of molybdenum quoted by Metals Week ranged from a low of $10.90 per pound to a high of $14.80 per pound, averaged $12.74 per pound and was $11.60 per
pound on December 31, 2012 .

PRODUCTS AND SALES

FCX'’s consolidated revenues for 2012 primarily included sales of copper ( 79 percent ), gold ( 10 percent ) and molybdenum ( 7 percent ). PT Freeport Indonesia’s
sales to PT Smelting (PT Freeport Indonesia's 25 percent owned copper smelter and refinery in Indonesia - refer to "Smelting Facilities" for further discussion)
represented 11 percent of our consolidated revenues in 2012 and 2011 , and 12 percent in 2010 . No other customer accounted for more than 10 percent of our
consolidated revenues in any of the past three years.

Refer to Note 17 for a summary of our consolidated revenues and operating income by business segment and geographic area.

Copper Products
We are one of the world’s leading producers of copper concentrate, cathode and continuous cast copper rod. During 2012 , 46 percent of our mined copper was sold
in concentrate, 28 percent as cathode and 26 percent as rod from our North America operations.

Our copper ores are generally processed either by smelting and refining or by solution extraction and electrowinning (SX/EW). Before being subject to the smelting
and refining process, ore is crushed and treated to produce a copper concentrate with copper content of approximately 20 to 30 percent. Copper concentrate is then
smelted (i.e., subjected to extreme heat) to produce copper anodes, which weigh between 800 and 900 pounds each and have an average copper content of 99.5
percent. The anodes are further treated by electrolytic refining to produce copper cathodes, which weigh between 100 and 350 pounds each and have an average
copper content of 99.99 percent. Our copper cathodes are used as the raw material input for copper rod, brass mill products and for other uses. For ore subject to
the SX/EW process, copper is extracted from the ore by dissolving it with a weak sulphuric acid solution. The copper content of the solution is increased in two
additional solution-extraction stages and then the copper-bearing solution undergoes an electrowinning process to produce cathode that is 99.99 percent copper.

Copper Concentrate . We produce copper concentrate at eight of our mines, of which PT Freeport Indonesia is our largest producer. In North America, copper
concentrate is produced at our Morenci, Bagdad, Sierrita and Chino mines, and is generally shipped to our Miami smelter in Arizona. In South America, we produce
copper concentrate at our Cerro Verde, Candelaria and Ojos del Salado mines.

Copper Cathode . We produce copper cathode at our electrolytic refinery located in El Paso, Texas, and at 10 of our mines. In North America, SX/EW cathode is
produced from our Morenci, Bagdad, Safford, Sierrita, Miami, Tyrone and Chino mines; in South America from our Cerro Verde and El Abra mines; and from our
Tenke mines in Africa . Atlantic Copper S.L.U. (Atlantic Copper, our wholly owned copper smelting and refining unit in Spain - refer to "Smelting Facilities" for further
discussion) and PT Smelting also produce copper cathode.

Continuous Cast Copper Rod . We manufacture continuous cast copper rod at our facilities in El Paso, Texas; Norwich, Connecticut; and Miami, Arizona, primarily
using copper cathode produced at our North America copper mines.
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Other Copper Products . We produce specialty copper products at our Bayway operations in Elizabeth, New Jersey. These products include specialty copper alloys
in the forms of rod, bar and strip. We manufacture electrode wire for use in welding steel cans at our Norwich, Connecticut, and El Paso, Texas, facilities. We also
produce copper sulfate pentahydrate for use in agricultural and industrial applications at our facility in Sierrita, Arizona. These facilities primarily use copper cathode
produced at our North America mines to manufacture their end products.

Copper Sales

North America . The majority of the copper produced at our North America copper mines and refined in our El Paso, Texas, refinery is consumed at our rod plants.
The remainder of our North America copper production is sold in the form of copper cathode or copper concentrate under U.S. dollar-denominated annual contracts.
Cathode and rod contract prices are generally based on the prevailing COMEX monthly average spot price for the month of shipment and include a premium.
Generally, copper rod is sold to wire and cable manufacturers, while cathode is sold to rod, brass or tube fabricators. Additionally, during 2012 six percent of our
North America mines' copper sales volumes were shipped to Atlantic Copper.

South America . Production from our South America mines is sold as copper concentrate or copper cathode under U.S. dollar-denominated, annual and multi-year
contracts. Our South America mines generally sell approximately 60 to 70 percent of their copper production in concentrate and the rest as cathode. During 2012 ,
15 percent of our South America mines' copper sales volumes were shipped to Atlantic Copper.

Substantially all of South America’s copper concentrate and cathode sales contracts provide final copper pricing in a specified future month (generally one to four
months from the shipment date) primarily based on quoted LME monthly average spot copper prices. Revenues from South America’s concentrate sales are
recorded net of treatment and refining charges (i.e., fees paid to smelters and refiners that are generally negotiated annually), including any applicable price
participation charges that are based on the market price of copper. In addition, because a portion of the metals contained in copper concentrates is unrecoverable
from the smelting process, revenues from South America’s concentrate sales are also recorded net of allowances for unrecoverable metals, which are a negotiated
term of the contracts and vary by customer.

Indonesia . PT Freeport Indonesia sells its production in the form of copper concentrate, which contains significant quantities of gold and silver, under U.S. dollar-
denominated, long-term contracts. PT Freeport Indonesia also sells a small amount of copper concentrates in the spot market.

A summary of PT Freeport Indonesia’s aggregate percentage concentrate sales to PT Smelting, Atlantic Copper and to third parties for the last three years follows:

2012 2011 2010
PT Smelting 52% 44% 36%
Atlantic Copper 11% 10% 21%
Third parties 37% 46% 43%
100% 100% 100%

Substantially all of PT Freeport Indonesia's concentrate sales contracts provide final copper pricing in a specified future month (generally one to four months from the
shipment date) primarily based on quoted LME monthly average spot copper prices. Revenues from PT Freeport Indonesia's concentrate sales are recorded net of
royalties, treatment and refining charges, and allowances for unrecoverable metals.

Africa . TFM sells its production in the form of copper cathode under U.S. dollar-denominated contracts. Substantially all of TFM's cathode sales provide final copper
pricing in the month after the shipment date based on quoted LME monthly average spot copper prices. Revenues from TFM's cathode sales are recorded net of
royalties and also include adjustments for point-of-sale transportation costs that are negotiated in customer contracts.

Europe . Atlantic Copper sells copper cathode directly to rod and brass mills, primarily located in Europe. Atlantic Copper has occasionally sold copper cathode to
merchants. Copper cathode is generally sold under annual contracts and priced based on the LME monthly average spot price for the month of arrival at the buyer’'s
facilities.

Our copper mining operations provide Atlantic Copper with at least half of its concentrate requirements at market prices.

5
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Following is a summary of Atlantic Copper's concentrate purchases from our copper mining operations and third parties for the last three years:

2012 2011 2010
North America copper mines 16% 2% —%
South America mining 31% 30% 25%
Indonesia mining 10% 17% 28%
Third parties 43% 51% 47%
100% 100% 100%

Gold Products and Sales

We also produce gold, primarily from the Grasberg minerals district. Gold is primarily sold as a component of our copper concentrate or in slimes, which are a
product of the smelting and refining process. Gold generally is priced at the average London price for a specified month near the month of shipment. Revenues from
gold sold as a component of our copper concentrate are recorded net of treatment and refining charges. Revenues from gold sold in slimes are recorded net of
refining charges.

Molybdenum Products and Sales
We are the world’s largest producer of molybdenum and molybdenum-based chemicals. In addition to production from our Henderson and Climax molybdenum
mines, we produce molybdenum concentrate at certain of our North America copper mines, and at our Cerro Verde copper mine in Peru.

The majority of our molybdenum concentrates are processed in our own conversion facilities. Technical-grade oxide is produced from molybdenum concentrates in
Sierrita, Arizona; Fort Madison, lowa; and Rotterdam, the Netherlands. Ferromolybdenum is produced from technical-grade oxide in Stowmarket, United Kingdom,
through a metallothermic reduction process. High-quality molybdenum concentrates are converted into molybdenum chemicals at Fort Madison and Rotterdam.
Molybdenum generally is priced based on the average Metals Week price for the month prior to the month of shipment.

Cobalt, Silver and Other Products and Sales

We produce cobalt hydroxide at the Tenke mines. Cobalt hydroxide is priced at a discount to the average monthly low price published by Metal Bulletin for a
specified month near the month of shipment. We produce silver as a component of our copper concentrate or in slimes. Silver generally is priced at the average
London Bullion Market Association price for a specified month near the month of shipment. Sales of cobalt hydroxide, silver and other

metals, such as rhenium and magnetite, do not represent a significant component of our total consolidated revenues.

MINES

Following are maps and descriptions of our mining operations in North America (including both copper and molybdenum operations), South America, Indonesia and
Africa.

North America

In the U.S., most of the land occupied by our copper and molybdenum mines, concentrators, SX/EW facilities, smelter, refinery, rod mills, molybdenum roasters and
processing facilities is generally owned by us or is located on unpatented mining claims owned by us. Certain portions of our Bagdad, Sierrita, Miami, Tyrone, Chino,
Cobre, Henderson and Climax operations are located on government-owned land and are operated under a Mine Plan of Operations or other use permit. VVarious
federal and state permits or leases on government land are held for purposes incidental to mine operations.
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Morenci

We own an 85 percent undivided interest in Morenci, with the remaining 15 percent owned by affiliates of Sumitomo Corporation. Each partner takes in kind its share
of Morenci’s production.

Morenci is an open-pit copper mining complex that has been in continuous operation since 1939 and previously was mined through underground workings. Morenci
is located in Greenlee County, Arizona, approximately 50 miles northeast of Safford on U.S. Highway 191. The site is accessible by a paved highway and a railway
spur.

The Morenci mine is a porphyry copper deposit that has oxide and secondary sulfide mineralization, and primary sulfide mineralization. The predominant oxide
copper mineral is chrysocolla. Chalcocite is the most important secondary copper sulfide mineral with chalcopyrite as the dominant primary copper sulfide.

The Morenci operation consists of a 50,000 metric ton-per-day concentrator, that produces copper and molybdenum concentrates; a 68,000 metric ton-per-day
crushed-ore leach pad and stacking system; a low-grade run-of-mine (ROM) leaching system; four SX plants; and three EW tank houses that produce copper
cathode. Total EW tank house capacity is approximately 900 million pounds of copper per year. Morenci’'s concentrate leach, direct-electrowinning facility was
commissioned in third-quarter 2007 and processed copper concentrate until early 2009 when it was placed on care-and-maintenance status. The available mining
fleet consists of one hundred and three 236-metric ton and nine 363-metric ton haul trucks loaded by 12 shovels with bucket sizes ranging from 47 to 57 cubic
meters, which are capable of moving over 800,000 metric tons of material per day.

During 2011, we completed the ramp up of Morenci's mining rates to 635,000 metric tons of ore per day and milling rates to approximately 50,000 metric tons of ore
per day. We are currently engaged in a project to expand mining and milling capacity at Morenci to process additional sulfide ore identified through exploratory
drilling. The project is targeting incremental annual production of approximately 225 million pounds of copper in 2014 (an approximate 40 percent increase from
2012) through increases in mining rates to 815,000 metric tons of ore per day and milling rates to 115,000 metric tons of ore per day. Refer to “Development Projects
and Exploration” for further discussion.

Morenci’s production, including our joint venture partner’s share, totaled 632 million pounds of copper and 3 million pounds of molybdenum in 2012 , 614 million
pounds of copper and 2 million pounds of molybdenum in 2011 and 514 million pounds of copper in 2010 .

Morenci is located in a desert environment with rainfall averaging 13 inches per year. The highest bench elevation is 2,000 meters above sea level and the ultimate
pit bottom is expected to have an elevation of 840 meters above sea level. The Morenci operation encompasses approximately 64,750 acres, comprising
approximately 50,800 acres of patented mining claims and other fee lands, approximately 10,900 acres of unpatented mining claims and approximately 3,050 acres
of land held by state or federal permits, easements and rights-of-way.

The Morenci operation's electrical power is primarily sourced from Tucson Electric Power Company, Arizona Public Service Company and the Luna Energy facility
(in which we own a one-third interest) in Deming, New Mexico. Although we believe the Morenci operation has sufficient water sources to support current operations,
we are a party to litigation that may impact our water rights claims or rights to continued use of currently available water supplies, which could adversely affect our
water supply for the Morenci operation. Refer to Item 1A. "Risk Factors" and Item 3. “Legal Proceedings,” for further discussion.
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Bagdad

LOCATOR MAP
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Our wholly owned Bagdad mine is an open-pit copper and molybdenum mining complex located in Yavapai County in west-central Arizona. It is approximately 60
miles west of Prescott and 100 miles northwest of Phoenix. The property can be reached by Arizona Highway 96, which ends at the town of Bagdad. The closest
railroad is at Hillside, Arizona, approximately 24 miles southeast on Arizona Highway 96. The open-pit mining operation has been ongoing since 1945, and prior
mining was conducted through underground workings.

The Bagdad mine is a porphyry copper deposit containing both sulfide and oxide mineralization. Chalcopyrite and molybdenite are the dominant primary sulfides and
are the primary economic minerals in the mine. Chalcocite is the most common secondary copper sulfide mineral, and the predominant oxide copper minerals are
chrysocolla, malachite and azurite.

The Bagdad operation consists of a 75,000 metric ton-per-day concentrator that produces copper and molybdenum concentrates, an SX/EW plant that can produce
up to 25 million pounds per year of copper cathode from solution generated by low-grade stockpile leaching, and a pressure leach plant to process molybdenum
concentrates. The available mining fleet consists of thirty 235-metric ton haul trucks loaded by five shovels with bucket sizes ranging from 40 to 56 cubic meters,
which are capable of moving over 200,000 metric tons of material per day.

Bagdad’s production totaled 197 million pounds of copper and 10 million pounds of molybdenum in 2012 , 194 million pounds of copper and 10 million pounds of
molybdenum in 2011 , and 203 million pounds of copper and 7 million pounds of molybdenum in 2010 .

Bagdad is located in a desert environment with rainfall averaging 15 inches per year. The highest bench elevation is 1,200 meters above sea level and the ultimate
pit bottom is expected to be 310 meters above sea level. The Bagdad operation encompasses approximately 21,750 acres, comprising approximately 21,150 acres
of patented mining claims and other fee lands, and approximately 600 acres of unpatented mining claims.

Bagdad receives electrical power from Arizona Public Service Company. Although we believe the Bagdad operation has sufficient water sources to support current
operations, we are a party to litigation that may set legal precedents, which could adversely affect our water rights at Bagdad and at our other properties in Arizona.
Refer to Item 1A. "Risk Factors" and Item 3. “Legal Proceedings,” for further discussion.
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Safford

LOCATOR MAP

Our wholly owned Safford mine has been in operation since 2007 and is an open-pit copper mining complex located in Graham County, Arizona, approximately eight
miles north of the town of Safford and 170 miles east of Phoenix. The site is accessible by paved county road off U.S. Highway 70.

The Safford mine includes two copper deposits that have oxide mineralization overlaying primary copper sulfide mineralization. The predominant oxide copper
minerals are chrysocolla and copper-bearing iron oxides with the predominant copper sulfide material being chalcopyrite.

The property is a mine-for-leach project and produces copper cathodes. The operation consists of two open pits feeding a crushing facility with a capacity of 103,000
metric tons per day. The crushed ore is delivered to a single leach pad by a series of overland and portable conveyors. Leach solutions feed a SX/EW facility with a
capacity of 240 million pounds of copper per year. A sulphur burner plant is also in operation at Safford, providing a cost-effective source of sulphuric acid used in
SX/EW operations. The available mining fleet consists of twenty 235-metric ton haul trucks loaded by four shovels with bucket sizes ranging from 31 to 34 cubic
meters, which are capable of moving an average of 225,000 metric tons of material per day.

Safford’s copper production totaled 175 million pounds in 2012 , 151 million pounds in 2011 and 143 million pounds in 2010 .

Safford is located in a desert environment with rainfall averaging 10 inches per year. The highest bench elevation is 1,250 meters above sea level and the ultimate
pit bottom is expected to have an elevation of 750 meters above sea level. The Safford operation encompasses approximately 25,000 acres, comprising
approximately 21,000 acres of patented lands, approximately 3,950 acres of unpatented lands, and approximately 50 acres of land held by federal permit.

The Safford operation’s electrical power is primarily sourced from Tucson Electric Power Company, Arizona Public Service Company and the Luna Energy facility.
Although we believe the Safford operation has sufficient water sources to support current operations, we are a party to litigation that may impact our water right
claims or rights to continued use of currently available water supplies, which could adversely affect our water supply for the Safford operation. Refer to Item 1A. "Risk
Factors" and Item 3. “Legal Proceedings,” for further discussion.
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Our wholly owned Sierrita mine has been in operation since 1959 and is an open-pit copper and molybdenum mining complex located in Pima County, Arizona,
approximately 20 miles southwest of Tucson and seven miles west of the town of Green Valley and Interstate Highway 19. The site is accessible by a paved highway
and by rail.

The Sierrita mine is a porphyry copper deposit that has oxide and secondary sulfide mineralization, and primary sulfide mineralization. The predominant oxide
copper minerals are malachite, azurite and chrysocolla. Chalcocite is the most important secondary copper sulfide mineral, and chalcopyrite and molybdenite are the
dominant primary sulfides.

The Sierrita operation includes a 102,000 metric ton-per-day concentrator that produces copper and molybdenum concentrates. Sierrita also produces copper from a
ROM oxide-leaching system. Cathode copper is plated at the Twin Buttes EW facility, which has a design capacity of approximately 50 million pounds of copper per
year. In 2004, a copper sulfate crystal plant began production, which has the capacity to produce 40 million pounds of copper sulfate per year. The Sierrita operation
also has molybdenum facilities consisting of a leaching circuit, two molybdenum roasters and a packaging facility. The molybdenum facilities process molybdenum
concentrate produced by Sierrita, from our other mines and from third-party sources. The available mining fleet consists of twenty-five 235-metric ton haul trucks
loaded by four shovels with bucket sizes ranging from 34 to 56 cubic meters, which are capable of moving an average of 200,000 metric tons of material per day.

Sierrita’s production totaled 157 million pounds of copper and 21 million pounds of molybdenum in 2012 , 177 million pounds of copper and 23 million pounds of
molybdenum in 2011 , and 147 million pounds of copper and 18 million pounds of molybdenum in 2010 .

Sierrita is located in a desert environment with rainfall averaging 12 inches per year. The highest bench elevation is 1,160 meters above sea level and the ultimate
pit bottom is expected to be 440 meters above sea level. The Sierrita operation, including the adjacent Twin Buttes site (refer to "Development Projects and
Exploration" for further discussion), encompasses approximately 37,650 acres, comprising approximately 13,300 acres of patented mining claims, and approximately
24,350 acres of split-estate lands.

Sierrita receives electrical power through long-term contracts with the Tucson Electric Power Company. Although we believe the Sierrita operation has sufficient
water sources to support current operations, we are a party to litigation that may impact our water rights claims or rights to continued use of currently available water
supplies, which could adversely affect our water supply for the Sierrita operation. Refer to Iltem 1A. "Risk Factors" and Item 3. “Legal Proceedings,” for further
discussion.
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Our wholly owned Miami mine is an open-pit copper mining complex located in Gila County, Arizona, approximately 90 miles east of Phoenix and six miles west of
the city of Globe on U.S. Highway 60. The site is accessible by a paved highway and by rail.

The Miami mine is a porphyry copper deposit that has leachable oxide and secondary sulfide mineralization. The predominant oxide copper minerals are chrysocolla,
copper-bearing clays, malachite and azurite. Chalcocite and covellite are the most important secondary copper sulfide minerals.

Since about 1915, the Miami mining operation had processed copper ore using both flotation and leaching technologies. Current operations include leaching by the
SX/EW process. The design capacity of the SX/EW plant is 200 million pounds of copper per year. The available mining fleet consists of twenty 227-metric ton haul
trucks loaded by three shovels with bucket sizes ranging from 31 to 34 cubic meters, which are capable of moving an average of 93,000 metric tons of material per
day.

Miami’s copper production totaled 66 million pounds in both 2012 and 2011 , and 18 million pounds in 2010 .

Miami is located in a desert environment with rainfall averaging 18 inches per year. The highest bench elevation is 1,390 meters above sea level, and the ultimate pit
bottom will have an elevation of 810 meters above sea level. The Miami operation encompasses approximately 9,100 acres, comprising approximately 8,750 acres
of patented mining claims and other fee lands, and approximately 350 acres of unpatented mining claims.

Miami receives electrical power through long-term contracts with the Salt River Project and natural gas through long-term contracts with El Paso Natural Gas as the
transporter. Although we believe the Miami operation has sufficient water sources to support current operations, we are a party to litigation that may impact our water
right claims or rights to continued use of currently available water supplies, which could adversely affect our water supply for the Miami operation. Refer to Item 1A.
"Risk Factors" and Item 3. “Legal Proceedings,” for further discussion.
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Tyrone
Our wholly owned Tyrone mine is an open-pit copper mining complex which has been in operation since 1967. It is located in southwestern New Mexico in Grant
County, approximately 10 miles south of Silver City, New Mexico, along State Highway 90. The site is accessible by paved road and rail.

The Tyrone mine is a porphyry copper deposit. Mineralization is predominantly secondary sulfide consisting of chalcocite with leachable oxide mineralization
consisting of chrysocolla.

Copper processing facilities consist of a SX/EW operation with a maximum capacity of approximately 100 million pounds of copper cathodes per year. The available
mining fleet consists of twenty-one 240-metric ton haul trucks loaded by three shovels with bucket sizes ranging from 17 to 47 cubic meters, which are capable of
moving an average of 136,000 metric tons of material per day.

Tyrone’s copper production totaled 83 million pounds in 2012 , 76 million pounds in 2011 and 82 million pounds in 2010 .

Tyrone is located in a desert environment with rainfall averaging 16 inches per year. The highest bench elevation is 2,000 meters above sea level and the ultimate pit
bottom is expected to have an elevation of 1,500 meters above sea level. The Tyrone operation encompasses approximately 35,200 acres, comprising 18,750 acres
of patented mining claims and other fee lands, and 16,450 acres of unpatented mining claims.

Tyrone receives electrical power from the Luna Energy facility and from the open market. We believe the Tyrone operation has sufficient water resources to support
current operations.

Chino
Our wholly owned Chino mine is an open-pit copper mining complex located in southwestern New Mexico in Grant County, approximately 15 miles east of the town
of Silver City off of State Highway 180. The mine is accessible by paved roads and by rail. Chino has been in operation since 1910.

The Chino mine is a porphyry copper deposit with adjacent copper skarn deposits. There is leachable oxide and secondary sulfide mineralization, and millable
primary sulfide mineralization. The predominant oxide copper minerals are chrysocolla and azurite. Chalcocite is the most important secondary copper sulfide
mineral, and chalcopyrite and molybdenite the dominant primary sulfides.

The Chino operation consists of a 36,000 metric ton-per-day concentrator that produces copper and molybdenum concentrates, and a 150 million pound-per-year
SX/EW plant that produces copper cathode from solution generated by ROM leaching. The available mining fleet consists of thirty-four 240-metric ton haul trucks
loaded by four shovels with bucket sizes ranging from 42 to 48 cubic meters, which are capable of moving an average of 218,000 metric tons of material per day.

During 2011, we restarted mining and milling activities at the Chino mine. Ramp up activities at Chino are continuing, with production of approximately 250 million
pounds of copper per year targeted in 2014. Chino's production totaled 144 million pounds of copper and 2 million pounds of molybdenum in 2012 , 69 million
pounds of copper in 2011 and 34 million pounds of copper in 2010 from residual leaching operations.
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Chino is located in a desert environment with rainfall averaging 16 inches per year. The highest bench elevation is 2,250 meters above sea level, and the ultimate pit
bottom is expected to be 1,500 meters above sea level. The Chino operation encompasses approximately 118,600 acres, comprising approximately 113,200 acres
of patented mining claims and other fee lands, and approximately 5,400 acres of unpatented mining claims.

Chino receives power from the Luna Energy facility and from the open market. We believe Chino has sufficient water resources to support current operations.
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Our wholly owned Henderson molybdenum mine has been in operation since 1976 and is located approximately 42 miles west of Denver, Colorado, off U.S.
Highway 40. Nearby communities include the towns of Empire, Georgetown and Idaho Springs. The Henderson mill site is located approximately 15 miles west of
the mine and is accessible from Colorado State Highway 9. The Henderson mine and mill are connected by a 10-mile conveyor tunnel under the Continental Divide
and an additional five-mile surface conveyor. The tunnel portal is located five miles east of the mill.

The Henderson mine is a porphyry molybdenum deposit with molybdenite as the primary sulfide mineral.

The Henderson operation consists of a large block-cave underground mining complex feeding a concentrator with a current capacity of approximately 32,000 metric
tons per day. Henderson has the capacity to produce approximately 40 million pounds of molybdenum per year. The majority of the molybdenum concentrate
produced is shipped to our Fort Madison, lowa, processing facility. The available underground mining equipment fleet consists of thirteen 9-metric ton load-haul-
dump (LHD) units and six 73-metric ton haul trucks, which deliver ore to a gyratory crusher feeding a series of three overland conveyors to the mill stockpiles.

Henderson’s molybdenum production totaled 34 million pounds in 2012 , 38 million pounds in 2011 and 40 million pounds in 2010 .

The Henderson mine is located in a mountain region with the main access shaft at 3,180 meters above sea level. The main production levels are currently at
elevations of 2,200 and 2,350 meters above sea level. This region experiences significant snowfall during the winter months.

The Henderson mine and mill operations encompass approximately 11,900 acres, comprising approximately 11,850 acres of patented mining claims and other fee
lands, and an approximate 50-acre easement with the U.S. Forest Service for the surface portion of the conveyor corridor.

Henderson operations receive electrical power through long-term contracts with Xcel Energy and natural gas through long-term contracts with Anadarko Energy

Services Company (and effective March 1, 2013, Seminole Energy Services Company) with Xcel Energy as the transporter. We believe the Henderson operation
has sufficient water resources to support current operations.
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Climax
Our wholly owned Climax mine is located 13 miles northeast of Leadville, Colorado, off Colorado State Highway 91 at the top of Fremont Pass. The mine is
accessible by paved roads .

The Climax ore body is a porphyry molybdenum deposit with molybdenite as the primary sulfide mineral.

The Climax open-pit mine, which was commissioned in second-quarter 2012, includes a 25,000 metric ton-per-day mill facility. Molybdenum production from Climax
totaled 7 million pounds in 2012 and is targeted to produce 20 million pounds for 2013, with the potential to produce 30 million pounds per year, depending on
market conditions. The fleet consists of two hydraulic shovels and seven 177-metric ton haul trucks.

The Climax mine is located in a mountain region with snowfall averaging 23 feet per year. The highest bench elevation is approximately 4,050 meters above sea
level, and the ultimate pit bottom is expected to have an elevation of approximately 3,100 meters above sea level. The operations encompass approximately 14,350
acres.

Climax operations receive electrical power through long-term contracts with Xcel Energy and natural gas through long-term contracts with Anadarko Energy Services
Company (and effective March 1, 2013, Seminole Energy Services Company), with Xcel Energy as the transporter. We believe the Climax operation has sufficient
water resources to support current operations.

Other North America Mines

In addition to the currently operating mines described above, we have four non-operating copper mines — Ajo, Bisbee and Tohono in Arizona, and Cobre in New
Mexico — that have been on care-and-maintenance status for several years and would require additional capital investment, which could be significant, to return them
to operating status.

We also own the Twin Buttes copper mine, which ceased operations in 1994 and is adjacent to our Sierrita mine in Arizona. Refer to "Development Projects and
Exploration" for further discussion.

South America
At our operations in South America, mine properties and facilities are controlled through mining claims or concessions under the general mining laws of the relevant
country. The claims or concessions are owned or controlled by the operating companies in which we or our subsidiaries have a controlling ownership interest.

Roads, power lines and aqueducts are controlled by easements.

Cerro Verde

i
i
{M; V Arequipa
N
X Cerro Verde
A San José
o s w0 i
t
¥
|
W
\
Pacific 1
Ocean “Matarani ;§

We have a 53.56 percent ownership interest in Cerro Verde, with the remaining 46.44 percent held by SMM Cerro Verde Netherlands B.V. (21.0 percent), Compafiia
de Minas Buenaventura S.A.A. (19.58 percent) and other stockholders whose shares are publicly traded on the Lima Stock Exchange (5.86 percent).

Cerro Verde is an open-pit copper and molybdenum mining complex that has been in operation since 1976 and is located 20 miles southwest of Arequipa, Peru. The
site is accessible by paved highway. A majority of Cerro Verde's
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copper cathode production is sold locally and the remaining copper cathodes and concentrate production are transported approximately 70 miles by truck and rail to
the Port of Matarani for shipment to international markets.

The Cerro Verde mine is a porphyry copper deposit that has oxide and secondary sulfide mineralization, and primary sulfide mineralization. The predominant oxide
copper minerals are brochantite, chrysocolla, malachite and copper “pitch.” Chalcocite and covellite are the most important secondary copper sulfide minerals.
Chalcopyrite and molybdenite are the dominant primary sulfides.

Cerro Verde's current operation consists of an open-pit copper mine, a 120,000 metric ton-per-day concentrator and SX/EW leaching facilities. Leach copper
production is derived from a 39,000 metric ton-per-day crushed leach facility and a ROM leach system. This leaching operation has a capacity of approximately 200
million pounds of copper per year. The available fleet consists of thirty-two 230-metric ton haul trucks loaded by four electric shovels with bucket sizes ranging in size
from 33 to 53 cubic meters and one hydraulic shovel with a bucket size of 21 cubic meters, which are capable of moving an average of 337,000 metric tons of
material per day.

Cerro Verde's production totaled 595 million pounds of copper and 8 million pounds of molybdenum in 2012 , 647 million pounds of copper and 10 million pounds of
molybdenum in 2011 , and 668 million pounds of copper and 7 million pounds of molybdenum in 2010 .

Refer to “Development Projects and Exploration” for further discussion of the large-scale expansion at Cerro Verde that would expand the concentrator facilities to
360,000 metric tons of ore per day and provide incremental annual production of approximately 600 million pounds of copper and 15 million pounds of molybdenum
beginning in 2016.

Cerro Verde is located in a desert environment with rainfall averaging 1.5 inches per year and is in an active seismic zone. The highest bench elevation is 2,753
meters above sea level and the ultimate pit bottom is expected to be 1,568 meters above sea level. Cerro Verde has a mining concession covering approximately
157,000 acres plus approximately 25 acres of owned property, and approximately 80 acres of rights-of-way outside the mining concession area.

Cerro Verde receives electrical power under long-term contracts with Kallpa Generacién SA and Empresa de Generacion Eléctrica de Arequipa. Water for our Cerro
Verde processing operations comes from renewable sources through a series of storage reservoirs on the Rio Chili watershed that collect water primarily from
seasonal precipitation. Cerro Verde's participation in the Pillones Reservoir Project has secured water rights that we believe will be sufficient to support Cerro
Verde's current operations.

Cerro Verde has also reached an agreement with the Regional Government of Arequipa, the National Government, Servicio de Agua Potable y Alcantarillado de

Arequipa S.A. (SEDAPAR) and other local institutions to allow it to finance the engineering and construction of a wastewater treatment plant for Arequipa, should
Cerro Verde proceed with plans for a large-scale expansion. Once Cerro Verde obtains a license for the treated water, it would be used to supplement its existing
water supplies to support the potential concentrator expansion.

For further discussion of risks associated with the availability of water, see Item 1A. “Risk Factors.”

El Abra
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We own a 51 percent interest in El Abra, and the remaining 49 percent interest is held by the state-owned copper enterprise Corporacion Nacional del Cobre de
Chile (CODELCO).

El Abra is an open-pit copper mining complex that has been in operation since 1996 and is located 47 miles north of Calama in Chile’s El Loa province, Region II.
The site is accessible by paved highway and by rail.

The El Abra mine is a porphyry copper deposit that has sulfide and oxide mineralization. The predominant primary sulfide copper minerals are bornite and
chalcopyrite. There is a minor amount of secondary sulfide mineralization
as chalcocite. The oxide copper minerals are chrysocolla and pseudomalachite. There are lesser amounts of copper-bearing clays and tenorite.

The El Abra operation consists of an open-pit copper mine and a SX/EW facility with a capacity of 500 million pounds of copper cathode per year from a 125,000
metric ton-per-day crushed leach circuit and a similar-sized ROM leaching operation. The available fleet consists of forty 220-metric ton haul trucks loaded by four
shovels with buckets ranging in size from 26 to 41 cubic meters, which are capable of moving an average of 223,000 metric tons of material per day.

During 2011, we commenced production from El Abra’s sulfide ores. Production from the sulfide ore is replacing the depleting oxide copper production. El Abra’s
copper production totaled 338 million pounds in 2012 , 274 million pounds in 2011 and 320 million pounds in 2010 .

We are also engaged in pre-feasibility studies for a potential large-scale milling operation at El Abra to process additional sulfide material and to achieve higher
recoveries. Exploration results at El Abra have identified a significant sulfide resource.

El Abra is located in a desert environment with rainfall averaging less than one inch per year and is in an active seismic zone. The highest bench elevation is 4,180
meters above sea level and the ultimate pit bottom is expected to be 3,430 meters above sea level. El Abra controls a total of approximately 151,300 acres of mining
claims covering the ore deposit, stockpiles, process plant, and water wellfield and pipeline. In addition, El Abra has land surface rights for the road between the
processing plant and the mine, the water wellfield, power transmission lines and for the water pipeline from the Salar de Ascotan aquifer.

El Abra currently receives electrical power under a long-term contract with Electroandina. Water for our El Abra processing operations comes from pumping of
groundwater from the Salar de Ascotan aquifer pursuant to regulatory approval. We believe El Abra has sufficient water rights to support current operations. For a
discussion of risks associated with the availability of water, see Item 1A. “Risk Factors.”
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Candelaria
We have an 80 percent ownership interest in Candelaria, with the remaining 20 percent interest owned by affiliates of Sumitomo Corporation.

Candelaria’s open-pit copper mine has been in operation since 1993 and the underground mine has been in operation since 2005. The Candelaria copper mining
complex is located approximately 12 miles south of Copiap6 in northern Chile’s Atacama province, Region lll. The site is accessible by two maintained dirt roads,
one coming
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through the Tierra Amarilla community and the other off of Route 5 of the International Pan-American Highway. Copper concentrates are transported by truck to the
Punta Padrones port facility located in Caldera, approximately 50 miles northwest of the mine.

The Candelaria mine is an iron oxide, copper and gold deposit. Primary sulfide mineralization consists of chalcopyrite.

The Candelaria operation consists of an open-pit copper mine and a 6,000 metric ton-per-day underground copper mine, which is mined by sublevel stoping, feeding
a 75,000 metric ton-per-day concentrator. The available fleet consists of forty-eight 225-metric ton haul trucks loaded by six shovels with bucket sizes ranging from
28 to 43 cubic meters, which are capable of moving 250,000 metric tons of material per day.

Candelaria’s production totaled 271 million pounds of copper and 69 thousand ounces of gold in 2012 , 327 million pounds of copper and 85 thousand ounces of
gold in 2011 , and 300 million pounds of copper and 76 thousand ounces of gold in 2010 .

Candelaria is located in a desert environment with rainfall averaging less than one inch per year and is in an active seismic zone. The highest bench elevation is 675
meters above sea level and the ultimate pit bottom is expected to be 32 meters below sea level. The Candelaria property encompasses approximately 13,400 acres,
including approximately 125 acres for the port facility in Caldera. The remaining property consists of mineral rights owned by us in which the surface is not owned but
is controlled by us, which is consistent with Chilean law.

Candelaria receives electrical power through long-term contracts with AES Gener S.A., a local energy company. Candelaria’s water supply comes from well fields in
the area of Tierra Amarilla and Copiap6 that draw water from the Copiap6 River aquifer. Because of rapid depletion of that aquifer in recent years, Candelaria is
expanding its sources of water supply. During 2010, we completed construction of a pipeline to bring water from a nearby water treatment facility. In addition, we
have substantially completed the construction of a desalination plant and pipeline that will supply Candelaria’s longer term water needs. For further discussion of
risks associated with the availability of water, see ltem 1A. “Risk Factors.”

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

The Ojos del Salado operation began commercial production in 1929 and consists of two underground copper mines (Santos and Alcaparrosa) and a 3,800 metric
ton-per-day concentrator. The operation is located approximately 10 miles east of Copiap6 in northern Chile’s Atacama province, Region I, and is accessible by
paved highway. The Ojos del Salado mines are iron oxide and copper and gold deposits. Primary sulfide mineralization consists of chalcopyrite.

The Ojos del Salado operation has a capacity of 3,800 metric tons per day of ore from the Santos underground mine and 4,000 metric tons of ore per day from the
Alcaparrosa underground mine. The ore from both mines is mined by sublevel stoping since both the ore and enclosing rocks are competent. The broken ore is
removed from the stopes using scoops and loaded into an available fleet of twenty-six 28-metric ton trucks, which transport the ore to the surface. The ore from the
Santos mine is hauled directly to the Ojos del Salado mill for processing, and the ore from the Alcaparrosa mine is reloaded into six 54-metric ton trucks and hauled
seven miles to the Candelaria mill for processing. The Ojos del Salado concentrator has the capacity to produce over 30 million pounds of copper and 9 thousand
ounces of gold per year. Tailings from the Ojos del Salado mill are pumped to the Candelaria tailings facility for final deposition. The Candelaria facility has sufficient
capacity for the remaining Ojos del Salado tailings.

Ojos del Salado’s production totaled 53 million pounds of copper and 14 thousand ounces of gold in 2012 , 58 million pounds of copper and 16 thousand ounces of
gold in 2011 , and 66 million pounds of copper and 17 thousand ounces of gold in 2010 .

Ojos del Salado is located in a desert environment with rainfall averaging less than one inch per year and is in an active seismic zone. The highest underground level
is at an elevation of 500 meters above sea level, with the lowest underground level at 150 meters above sea level. The Ojos del Salado mineral rights encompass
approximately 15,800 acres, which includes approximately 6,800 acres of owned land in and around the Ojos del
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Salado underground mines and plant site. The remaining property consists of mineral rights owned by us in which the surface is not owned but is controlled by us,
which is consistent with Chilean law.

Ojos del Salado receives electrical power through long-term contracts with AES Gener S.A. Ojos del Salado’s water supply comes from well fields in the area of
Tierra Amarilla and Copiap6 that draw water from the Copiap6 River aquifer. For a discussion of risks associated with the availability of water, see Item 1A. “Risk
Factors.”
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Ownership . PT Freeport Indonesia is a limited liability company organized under the laws of the Republic of Indonesia and incorporated in Delaware. We directly
own 81.28 percent of the outstanding common stock of PT Freeport Indonesia and indirectly own 9.36 percent through our wholly owned subsidiary, PT Indocopper
Investama; the Indonesian government owns the remaining 9.36 percent.

We have established certain unincorporated joint ventures with Rio Tinto plc (Rio Tinto), under which Rio Tinto has a 40 percent interest in certain assets and future
production exceeding specified annual amounts of copper, gold and silver. Refer to Note 2 for further discussion of our joint ventures with Rio Tinto.

We also conduct exploration activities in Papua through two other entities: PT Irja Eastern Minerals (Eastern Minerals), of which we own 100 percent, and PT Nabire
Bakti Mining (PTNBM).

Contracts of Work . PT Freeport Indonesia conducts its current exploration and mining operations in Indonesia through a Contract of Work (COW) with the
Indonesian government. The COW governs our rights and obligations relating to taxes, exchange controls, royalties, repatriation and other matters, and was
concluded pursuant to the 1967 Foreign Capital Investment Law, which expresses Indonesia’s foreign investment policy and provides basic guarantees of remittance
rights and protection against nationalization, a framework for economic incentives and basic rules regarding other rights and obligations of foreign investors.
Specifically, the COW provides that the Indonesian government will not nationalize or expropriate PT Freeport Indonesia’s mining operations. Any disputes regarding
the provisions of the COW are subject to international arbitration. We have experienced no disputes requiring arbitration during the more than 40 years we have
operated in Indonesia.

PT Freeport Indonesia’s original COW was entered into in 1967 and was replaced by a new COW in 1991. The initial term of the current COW expires in 2021, but
can be extended for two 10-year periods subject to Indonesian government approval, which pursuant to the COW cannot be withheld or delayed unreasonably. The
COW allows us to conduct exploration, mining and production activities in the 24,700-acre Block A area, which is where all of PT Freeport Indonesia’s proven and
probable mineral reserves and current mining operations are located. Under the COW, PT Freeport Indonesia also conducts exploration activities in the Block B
area. We expect the Block B area to be reduced to approximately 413,000 acres once the Department of Energy and Mineral Resources (DEMR)
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formally accepts PT Freeport Indonesia's relinquishment of approximately 89,000 acres. Further relinquishments may result from the COW evaluation process
discussed below and in Note 14 .

PT Freeport Indonesia pays royalties on copper, gold and silver under its COW, and has agreed to pay additional royalties to the Indonesian government that are not
required under its COW. The additional royalties provide further support to the local governments and to the people of the Indonesian province of Papua. PT
Freeport Indonesia’s share of the combined royalties totaled $93 million in 2012 , $137 million in 2011 and $156 million in 2010 .

Eastern Minerals is allowed to conduct exploration in Papua through a joint venture agreement under a separate COW. We expect Eastern Minerals' exploration
area to be reduced to approximately 183,000 acres once the DEMR formally accepts Eastern Minerals' relinquishment of approximately 264,000 acres, and further
relinquishments may result from the COW evaluation process discussed below and in Note 14 . We have requested suspension of activities for the COW from the
DEMR while awaiting receipt of permits from the Indonesian government's Department of Forestry that would allow Eastern Minerals to resume exploration activities.
We have not received a response to this request from the DEMR.

Under a joint venture agreement through PTNBM, we are allowed to conduct exploration activities under a separate COW in an area in three parcels contiguous to
PT Freeport Indonesia’s Block B and one of Eastern Minerals’ blocks. We expect PTNBM's exploration area to be reduced to approximately 200,000 acres once the
DEMR formally accepts PTNBM's relinquishment of approximately 293,000 acres, and further relinquishments may result from the COW evaluation process
discussed below and in Note 14 . We have also requested suspension of activities for the COW from the DEMR while awaiting receipt of permits from the Indonesian
government's Department of Forestry that would allow us to resume exploration activities. We have not received a response to this request from the DEMR.

In 2009, Indonesia enacted a new mining law, which will operate under a licensing system as opposed to the contract of work system that applies to PT Freeport
Indonesia, Eastern Minerals and PTNBM. In 2011 and 2010, the Indonesian government promulgated regulations under the 2009 mining law and certain provisions
that address existing contracts of work. The laws and regulations provide that contracts of work will continue to be honored until their expiration. However,

the regulations attempt to apply certain provisions of the new law to existing contracts of work and may seek to apply the licensing system to any extension periods
of contracts of work, even though the terms of PT Freeport Indonesia's COW provide for two 10-year extension periods subject to Indonesian government approval,
which pursuant to the COW cannot be withheld or delayed unreasonably. In February 2012, a new regulation was adopted that would require mining companies in
Indonesia to process all minerals domestically and possibly ban export of concentrates and other unrefined minerals. PT Freeport Indonesia's COW includes specific
provisions providing the right of PT Freeport Indonesia to export product, subject to giving priority to domestic smelting facilities, on a market basis. In connection
with the obligations under its COW, in 1995, PT Freeport Indonesia constructed the only copper smelter and refinery in Indonesia, which is owned and operated by
PT Smelting (refer to "Smelting Facilities" for further discussion).

In January 2012, the President of Indonesia issued a decree calling for the creation of a team of Ministers to evaluate contracts of work for adjustment to the 2009
Mining Law, and accordingly, to take steps to assess and negotiate size of work areas, government revenues and domestic processing of minerals. We have had
discussions with officials of the Indonesian government and are working cooperatively to complete this evaluation process and to obtain an extension of the COW
beyond 2021, as provided under the terms of the COW. The COW can only be modified by mutual agreement between PT Freeport Indonesia and the Indonesian
government.

Grasberg Minerals District . PT Freeport Indonesia operates in the remote highlands of the Sudirman Mountain Range in the province of Papua, Indonesia, which is
on the western half of the island of New Guinea. We and our predecessors have been the only operator of exploration and mining activities in Block A since 1967.

The Grasberg minerals district currently has three mines in operation: the Grasberg open pit, the Deep Ore Zone (DOZ) underground mine and the Big Gossan
underground mine. We also have several projects in progress in the Grasberg minerals district, primarily related to the development of the large-scale, high-grade
underground ore bodies located beneath and nearby the Grasberg open pit. In aggregate, these underground ore bodies are expected to ramp up over several years
to approximately 240,000 metric tons of ore per day following the currently anticipated transition from the Grasberg open pit in 2017. Refer to “Development Projects
and Exploration” for further discussion.
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PT Freeport Indonesia’s production, including our joint venture partner’s share, totaled 695 million pounds of copper and 862 thousand ounces of gold in 2012 , 882
million pounds of copper and 1.4 million ounces of gold in 2011 and 1.3 billion pounds of copper and 2.0 million ounces of gold in 2010 .

Our principal source of power for all our Indonesian operations is a coal-fired power plant that we built in 1998. Diesel generators supply peaking and backup
electrical power generating capacity. A combination of naturally occurring mountain streams and water derived from our underground operations provides water for
our operations. Our Indonesian operations are in an active seismic zone and experience average annual rainfall of approximately 200 inches.

Grasberg Open Pit
We began open-pit mining of the Grasberg ore body in 1990. Open-pit operations are expected to continue through 2016. Production in the open pit is currently at
the 3,190- to 3,940- meter elevation level and totaled 43 million metric tons of ore in 2012 , which provided 72 percent of PT Freeport Indonesia's 2012 mill feed.

The current equipment fleet consists of over 500 units. The larger mining equipment directly associated with production includes an available fleet of 157 haul trucks
with payloads ranging from 218 to 330 metric tons and 16 shovels with bucket sizes ranging from 30 to 42 cubic meters, which mined an average of 399,000 metric
tons of material per day during 2012 , 486,000 metric tons per day in 2011 and 701,000 metric tons per day in 2010 .

Grasberg crushing and conveying systems are integral to the mine and provide the capacity to transport up to 250,000 metric tons per day of Grasberg ore to the mill
and 150,000 metric tons per day of overburden to the overburden stockpiles. The remaining overburden is moved by haul trucks.

DOZ underground mine

The DOZ ore body lies vertically below the now depleted Intermediate Ore Zone. We began production from the DOZ ore body in 1989 using open stope mining
methods, but suspended production in 1991 in favor of production from the Grasberg open pit. Production resumed in September 2000 using the block-cave method
and is at the 3,110-meter elevation level. Production from the DOZ mine averaged 44,600 metric tons of ore per day for the year 2012 ( 51,200 metric tons of ore per
day in fourth-quarter 2012 ) and is expected to ramp up to the design rate of 80,000 metric tons of ore per day in 2013, following completion of ongoing panel repairs,
resulting from the temporary shutdown and suspension of operations in fourth-quarter 2011 and early 2012. Production at the DOZ mine is expected to continue
through 2019.

The DOZ mine fleet consists of over 200 pieces of mobile heavy equipment, which is capable of mining an average of 80,000 metric tons of material per day. The
primary mining equipment directly associated with production and development includes an available fleet of 44 LHD units and 20 haul trucks. Each production LHD
unit typically carry approximately 11 metric tons of ore. Using ore passes and chutes, the LHD units transfer ore into 55-metric ton capacity haul trucks. The trucks
dump into two gyratory crushers and the ore is then conveyed to the surface stockpiles for processing.

During 2012 , we completed over 1,600 meters of development drifting in support of the block-cave mining method for the DOZ mine. The success of the
development of the DOZ mine, one of the world’s largest underground mines, provides confidence in the future development of PT Freeport Indonesia’s large-scale
undeveloped underground ore bodies.

Big Gossan underground mine

The Big Gossan mine lies underground and adjacent to the current mill site. It is a tabular, near vertical ore body with approximate dimensions of 1,200 meters along
strike and 800 meters down dip with varying thicknesses from 20 meters to 120 meters. The mine utilizes a blasthole stoping method with delayed paste

backfill. Stopes of varying sizes are mined and the ore dropped down passes to a truck haulage level. Trucks are chute loaded and transport the ore to a jaw
crusher. The crushed ore is then hoisted vertically via a two-skip production shaft to a level where it is loaded onto a conveyor belt. The belt carries the ore to one of
the main underground conveyors where the ore is transferred and conveyed to the surface stockpiles for processing.

The Big Gossan mine averaged 1,600 metric tons of ore per day for the year 2012 ( 2,100 metric tons of ore per day in fourth-quarter 2012 ) and is expected to ramp
up to full rates of 7,000 metric tons of ore per day in 2014.
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Big Gossan has over 70 pieces of mobile heavy equipment, which includes 11 loaders and 8 trucks used in development and production activities.

Description of Ore Bodies . Our Indonesia ore bodies are located within and around two main igneous intrusions, the Grasberg monzodiorite and the Ertsberg diorite.
The host rocks of these ore bodies include both carbonate and clastic rocks that form the ridge crests and upper flanks of the Sudirman Range, and the igneous
rocks of monzonitic to dioritic composition that intrude them. The igneous-hosted ore bodies (the Grasberg open pit and block cave, and portions of the DOZ block
cave) occur as vein stockworks and disseminations of copper sulfides, dominated by chalcopyrite and, to a lesser extent, bornite. The sedimentary-rock hosted ore
bodies (portions of the DOZ and all of the Big Gossan) occur as “magnetite-rich, calcium/magnesian skarn” replacements, whose location and orientation are
strongly influenced by major faults and by the chemistry of the carbonate rocks along the margins of the intrusions.

The copper mineralization in these skarn deposits is dominated by chalcopyrite, but higher bornite concentrations are common. Moreover, gold occurs in significant
concentrations in all of the district’s ore bodies, though rarely visible to the naked eye. These gold concentrations usually occur as inclusions within the copper
sulfide minerals, though, in some deposits, these concentrations can also be strongly associated with pyrite.

The following diagram indicates the relative elevations (in meters) of our reported ore bodies.
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The following map, which encompasses an area of approximately 42 square kilometers (approximately 16 square miles), indicates the relative positions and sizes of
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our reported ore bodies and their locations.
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TFM is organized under the laws of the DRC. We own an effective 56 percent interest in TFM, with the remaining ownership interests held by Lundin Mining
Corporation (Lundin) (an effective 24 percent interest) and La Générale des Carriéres et des Mines (Gécamines), which is wholly owned by the DRC government (a
20 percent non-dilutable interest).

TFM is entitled to mine in the DRC under an Amended and Restated Mining Convention (ARMC) with the DRC government. The original Mining Convention was
entered into in 1996 and was replaced with the ARMC in 2005 and further amended in 2010 (approved in 2011). The current ARMC will remain in effect for as long
as the Tenke concessions are exploitable.

Effective March 26, 2012, the DRC government issued a Presidential Decree approving modifications to TFM's bylaws following a review (completed in 2010) of
TFM's existing mining contracts. Among other changes to the amended ARMC, FCX's effective ownership in TFM was reduced from 57.75 percent to 56 percent.
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TFM pays a royalty of 2 percent of net revenues under the ARMC, which totaled $25 million in 2012 , $24 million in 2011 and $20 million in 2010 .

The Tenke Fungurume deposits are located in the Katanga province of the DRC approximately 110 miles northwest of Lubumbashi and are accessible by partially
paved roads and by rail. The deposits are sediment-hosted copper and cobalt deposits with oxide, mixed oxide-sulfide and sulfide mineralization. The dominant
oxide minerals are malachite, pseudomalachite and heterogenite. Important sulfide minerals consist of bornite, carrollite, chalcocite and chalcopyrite.

Initial copper production commenced at the Tenke mines in late March 2009; targeted copper production rates were achieved in September 2009; and the cobalt and
sulphuric acid plants were commissioned in third-quarter 2009. Copper and cobalt are recovered through an agitation-leach plant. An expansion of the project to
optimize the current plant and increase capacity was substantially completed in fourth-quarter 2012. The expanded mill is capable of throughput of 14,000 metric
tons of ore per day, and expanded processing facilities will enable the addition of approximately 150 million pounds of copper production per year. The expansion
project included mill upgrades, additional mining equipment, a new tankhouse and an additional sulphuric acid plant (which is expected to be completed in 2015).

The current equipment fleet includes one 10-cubic meter mass excavator, three 17-cubic meter mass excavators, three 12-cubic meter front-end loaders, eleven 7-
cubic meter front-end loaders, thirty-two 91-metric ton haul trucks and eighteen 45-metric ton haul trucks.

Production from the Tenke mines totaled 348 million pounds of copper and 26 million pounds of cobalt in 2012 , 281 million pounds of copper and 25 million pounds
of cobalt in 2011 and 265 million pounds of copper and 20 million pounds of cobalt in 2010 .

We continue to engage in drilling activities, exploration analyses and metallurgical testing to evaluate the potential of the highly prospective Tenke Fungurume
minerals district. These analyses are being incorporated into future plans to evaluate opportunities for expansion. Future expansions are subject to a number of
factors, including economic and market conditions and the business and investment climate in the DRC.

The Tenke Fungurume minerals district is located in a tropical region; however, temperatures are moderated by its higher altitudes. Weather in this region is
characterized by a dry season and a wet season, each lasting about six months with average rainfall of 47 inches per year. The highest bench elevation is expected
to be 1,518 meters above sea level and the ultimate pit bottom is expected to be 1,110 meters above sea level. The Tenke Fungurume deposits are covered by six
exploitation permits totaling approximately 394,450 acres.

TFM has entered into long-term power supply and infrastructure funding agreements with La Société Nationale d’Electricité, the state-owned electric utility company

serving the region. The results of a recent water exploration program, as well as the regional geological and hydro-geological conditions, indicate that adequate
water is available during the expected life of the operation.
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PRODUCTION DATA

Years Ended December 31,
COPPER (millions of recoverable pounds) 2012 2011 2010 2009 2008
(FCX’s net interest in %)

North America

Morenci (85%) * 537 522 437 428 626
Bagdad (100%) 197 194 203 225 227
Safford (100%) 175 151 143 184 133
Sierrita (100%) 157 177 147 170 188
Miami (100%) 66 66 18 16 19
Tyrone (100%) 83 76 82 86 76
Chino (100%) 144 69 34 36 155
Other (100%) 4 3 3 2 6
Total North America 1,363 1,258 1,067 1,147 1,430
South America
Cerro Verde (53.56%) 595 647 668 662 694
El Abra (51%) 338 274 320 358 366
Candelaria/Ojos del Salado (80%) 324 385 366 370 446
Total South America 1,257 1,306 1,354 1,390 1,506
Indonesia
Grasberg (90.64%) ° 695 846 1,222 1,412 1,094
Africa
Tenke Fungurume (56%) ° 348 281 265 154 —
Consolidated 3,663 3,691 3,908 4,103 4,030
Less noncontrolling interests 723 710 766 754 693
Net 2,940 2,981 3,142 3,349 3,337

GOLD (thousands of recoverable ounces)
(FCX’s net interest in %)

North America (100%) * 13 10 7 4 14
South America (80%) 83 101 93 92 114
Indonesia (90.64%) ° 862 1,272 1,786 2,568 1,163
Consolidated 958 1,383 1,886 2,664 1,291
Less noncontrolling interests 98 139 186 258 132
Net 860 1,244 1,700 2,406 1,159

MOLYBDENUM  (millions of recoverable pounds)
(FCX’s net interest in %)

Henderson (100%) 34 38 40 27 40
Climax (100%) ° 7 — — — —
North America copper mines (100%) * 36 35 25 25 30
Cerro Verde (53.56%) 8 10 7 2 3
Consolidated 85 83 72 54 73
Less noncontrolling interest 4 5 3 1 1
Net 81 78 69 53 72

COBALT _ (millions of contained pounds)
(FCX's net interest in %)

Consolidated - Tenke Fungurume (56%) ° 26 25 20 — —
Less noncontrolling interests 11 11 8 — —
Net 15 14 12 — —

Amounts are net of Morenci's 15 percent joint venture partner interest.
b. Amounts are net of Grasberg’s joint venture partner’s interest, which varies in accordance with terms of the joint venture agreement.

c. Initial copper production commenced at the Tenke mines in March 2009. Effective March 26, 2012, FCX's effective ownership interest in TFM was prospectively reduced from 57.75 percent to 56
percent.

d. The Climax molybdenum mine began commercial operations in May 2012.
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SALES DATA

Years Ended December 31,
COPPER (millions of recoverable pounds) 2012 2011 2010 2009 2008
(FCX's net interest in %)

North America

Morenci (85%) * 532 521 434 459 646
Bagdad (100%) 196 201 206 225 226
Safford (100%) 175 147 155 176 107
Sierrita (100%) 162 175 152 172 184
Miami (100%) 68 59 17 16 20
Tyrone (100%) 82 79 83 85 71
Chino (100%) 132 62 35 52 174
Other (100%) 4 3 3 2 6
Total North America 1,351 1,247 1,085 1,187 1,434
South America
Cerro Verde (53.56%) 589 657 654 667 701
El Abra (51%) 338 276 315 361 365
Candelaria/Ojos del Salado (80%) 318 389 366 366 455
Total South America 1,245 1,322 1,335 1,394 1,521
Indonesia
Grasberg (90.64%) ° 716 846 1,214 1,400 1,111
Africa
Tenke Fungurume (56%) ° 336 283 262 130 —
Consolidated sales from mines 3,648 3,698 3,896 4,111 4,066
Less noncontrolling interests 717 717 756 746 699
Net 2,931 2,981 3,140 3,365 3,367
Consolidated sales from mines 3,648 3,698 3,896 4,111 4,066
Purchased copper 125 223 182 166 483
Total copper sales, including purchases 3,773 3,921 4,078 4,277 4,549
Average realized price per pound $ 3.60 $ 386 $ 359 % 2.60 $ 2.69

GOLD _(thousands of recoverable ounces)
(FCX'’s net interest in %)

North America (100%) * 13 7 5 6 16

South America (80%) 82 101 93 90 116

Indonesia (90.64%) ° 915 1,270 1,765 2,543 1,182
Consolidated sales from mines 1,010 1,378 1,863 2,639 1,314
Less noncontrolling interests 102 139 184 256 134
Net 908 1,239 1,679 2,383 1,180
Consolidated sales from mines 1,010 1,378 1,863 2,639 1,314
Purchased gold 2 1 1 1 2
Total gold sales, including purchases 1,012 1,379 1,864 2,640 1,316
Average realized price per ounce $ 1,665 $ 1583 % 1,271 $ 993 $ 861

MOLYBDENUM  (millions of recoverable pounds)

Consolidated sales from mines 83 79 67 58 71
Less noncontrolling interests 4 4 3 1 1
Net 79 75 64 57 70
Consolidated sales from mines 83 79 67 58 71
Purchased molybdenum — — 2 6 8
Total molybdenum sales, including purchases 83 79 69 64 79
Average realized price per pound $ 14.26 $ 16.98 $ 16.47  $ 1236 $ 30.55

COBALT _ (millions of contained pounds)
(FCX's net interest in %)

Consolidated - Tenke Fungurume (56%) °© 25 25 20 — —

Less noncontrolling interests 11 10 8 —

Net 14 15 12 — —
Average realized price per pound $ 7.83 $ 9299 % 10.95 $ — 3% —

a. Amounts are net of Morenci’s joint venture partner's 15 percent interest.
b. Amounts are net of Grasberg’s joint venture partner’s interest, which varies in accordance with terms of the joint venture agreement.

c. Initial copper production commenced at the Tenke mines in March 2009. Effective March 26, 2012, FCX's effective ownership interest in TFM was prospectively reduced from 57.75 percent to 56
percent.
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DEVELOPMENT PROJECTS AND EXPLORATION

We have several projects and potential opportunities to expand production volumes, extend mine lives and develop large-scale underground ore bodies. Our near-
term major development projects, which will require substantial additional capital investment, are presented below. Also refer to MD&A for further discussion of these
projects, our other development projects and exploration activities.

Considering the long-term nature and large size of our development projects, actual costs and timing could vary from estimates. We continue to review our mine
development and processing plans to maximize the value of our reserves.

Morenci . We are engaged in a project to expand mining and milling capacity at Morenci to process additional sulfide ores identified through exploratory drilling. The
approximate $1.4 billion project is targeting incremental annual production of approximately 225 million pounds of copper in 2014 through an increase in milling rates
from 50,000 metric tons of ore per day to 115,000 metric tons of ore per day, and mining rates from 700,000 short tons per day (635,000 metric tons per day) to
900,000 short tons per day ( 815,000 metric tons per day). Engineering activities are progressing and construction activities are under way.

Twin Buttes . In December 2009, we purchased the Twin Buttes copper mine, which ceased operations in 1994 and is adjacent to our Sierrita mine. The purchase
provides significant synergies in the Sierrita minerals district, including the potential for expanded mining activities and access to material that can be used for
Sierrita tailings and stockpile reclamation purposes. We are conducting drilling on the property and metallurgical studies to support a feasibility study expected to
commence in 2013.

Cerro Verde . We are engaged in a large-scale expansion at Cerro Verde. The approximate $4.4 billion project would expand the concentrator facilities from 120,000
metric tons of ore per day to 360,000 metric tons of ore per day and provide incremental annual production of approximately 600 million pounds of copper and 15
million pounds of molybdenum beginning in 2016. Cerro Verde received approval of the environmental impact assessment in fourth-quarter 2012. Detailed
engineering and procurement of long-lead items are under way, and construction is expected to commence in 2013.

El Abra . We are engaged in pre-feasibility studies for a potential large-scale milling operation at El Abra to process additional sulfide material and to achieve higher
recoveries. Exploration results at El Abra have identified a significant sulfide resource.

Grasberg . We have several projects in progress in the Grasberg minerals district, primarily related to the development of large-scale, high-grade underground ore
bodies located beneath and nearby the Grasberg open pit. In aggregate, these ore bodies are expected to ramp up over several years to approximately 240,000
metric tons of ore per day following the currently anticipated transition from the Grasberg open pit in 2017. Development of the Deep Mill Level Zone (DMLZ) is
advancing. The DMLZ is expected to commence production in 2015 and the Grasberg Block Cave mine is scheduled to commence production in 2017. Over the
next five years, estimated aggregate capital spending on these projects is currently expected to average $715 million per year ($565 million per year net to PT
Freeport Indonesia). Refer to MD&A for further discussion of these projects and the Common Infrastructure project.

In addition to the near-term development projects in progress in the Grasberg minerals district, we also have an additional long-term underground mine development
project in the Grasberg minerals district for the Kucing Liar ore body, which lies on the southern flank of and underneath the southern portion of the Grasberg open
pit at the 2,605-meter elevation level. We expect to mine the Kucing Liar ore body using the block-cave method; aggregate capital cost estimates for development of
the Kucing Liar ore body are projected to approximate $2 billion (which are expected to be made between 2019 and 2031). Additionally, our current mine
development plans include approximately $3 billion of capital expenditures at our processing facilities to optimize the handling of underground ore types once the
Grasberg open-pit operations cease (we expect substantially all of these expenditures to be made between 2016 and 2034).
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SMELTING FACILITIES

Atlantic Copper . Our wholly owned Atlantic Copper smelter and refinery is located on land concessions from the Huelva, Spain, port authorities, which expire in
2027.

The design capacity of the smelter is approximately 300,000 metric tons of copper per year and the refinery currently has a capacity of 285,000 metric tons of copper
per year. During 2012 , Atlantic Copper treated approximately 1.1 million metric tons of concentrate and scrap and produced 295,200 metric tons of copper anodes
from its smelter and 274,400 metric tons of copper cathodes from its refinery.

In May 2011, Atlantic Copper successfully completed a scheduled 26-day maintenance turnaround. Major maintenance turnarounds (which take approximately 50
days to complete) typically are expected to occur approximately every eight years for Atlantic Copper, with short-term maintenance turnarounds in the interim. The
next long-term maintenance turnaround is scheduled for the second half of 2013.

We made no capital contributions to Atlantic Copper in 2012 and $202 million in 2011. No capital contributions were made for the years 2005 through 2010. We also
loan funds to Atlantic Copper from time to time. At December 31, 2012 , loans to Atlantic Copper totaled $434 million .

PT Smelting . PT Freeport Indonesia’s 1991 COW required us to construct or cause to be constructed a smelter in Indonesia if we and the Indonesian government
determined that such a project would be economically viable. In 1995, following the completion of a feasibility study, we entered into agreements relating to the
formation of PT Smelting, an Indonesian company, and the construction of the copper smelter and refinery in Gresik, Indonesia. PT Smelting owns and operates the
smelter and refinery. PT Freeport Indonesia, Mitsubishi Materials Corporation (Mitsubishi Materials), Mitsubishi Corporation Unimetals Ltd. (Mitsubishi) and JX
Nippon Mining & Metals Corporation (Nippon) own 25 percent, 60.5 percent, 9.5 percent, and 5 percent, respectively, of the outstanding PT Smelting common stock.

PT Freeport Indonesia’s contract with PT Smelting provides for the supply of 100 percent of the copper concentrate requirements (subject to a minimum or maximum
rate) necessary for PT Smelting to produce 205,000 metric tons of copper annually on a priority basis. PT Freeport Indonesia also sells copper concentrate to PT
Smelting (at market rates) for quantities in excess of 205,000 metric tons of copper annually. Refer to Note 2 for further discussion of our investment in PT Smelting.

During 2012 , PT Smelting treated 855,500 metric tons of concentrate and produced 198,400 metric tons of copper anodes from its smelter and 197,200 metric tons
of copper cathodes from its refinery.

In May 2012, PT Smelting completed a scheduled 30-day maintenance turnaround. Major maintenance turnarounds (which range from two weeks to a month to
complete) typically are expected to occur approximately every two years for PT Smelting, with significantly shorter term maintenance turnarounds in the interim. The
next major maintenance turnaround is scheduled for 2014.

Miami Smelter . We own and operate a smelter at our Miami, Arizona, mining operation. The smelter has been in production for approximately 100 years and has
been upgraded numerous times during that period to implement new technologies, to improve production and to comply with air quality requirements. Additionally,
new air quality regulations for sulphur dioxide emissions will require the Miami smelter to implement additional new technologies to meet these requirements or limit
its operations (refer to Item 1A. “Risk Factors” for further discussion).

The Miami smelter processes copper concentrate primarily from our Arizona copper mines. Concentrate processed through the smelter totaled approximately
620,000 metric tons in 2012 . In addition, because sulphuric acid is a by-product of smelting concentrates, the Miami smelter is also the most significant source of
sulphuric acid for our North America leaching operations.

Major maintenance turnarounds (which take approximately three weeks to complete) typically occur approximately every 14 months for the Miami smelter, with
shorter term maintenance turnarounds in the interim.
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OTHER PROPERTIES AND INVESTMENTS

Rod & Refining Operations . Our Rod & Refining operations consist of conversion facilities located in North America, including a refinery in El Paso, Texas; rod mills
in El Paso, Texas, Norwich, Connecticut, and Miami, Arizona; and a specialty copper products facility in Bayway, New Jersey. We refine our copper anode
production from our Miami smelter at our El Paso refinery. The El Paso refinery has the potential to operate at an annual production capacity of about 900 million
pounds of copper cathode, which is sufficient to refine all of the copper anode we produce at Miami. Our El Paso refinery also produces nickel carbonate, copper
telluride, and autoclaved slimes material containing gold, silver, platinum and palladium.

Molybdenum Conversion Facilities . We process molybdenum concentrates at our conversion plants in the U.S. and Europe into such products as technical-grade
molybdic oxide, ferromolybdenum, pure molybdic oxide, ammonium molybdates, molybdenum disulfide and molybdenum metal powder. We operate molybdenum
roasters in Sierrita, Arizona; Fort Madison, lowa; and Rotterdam, the Netherlands.

The conversion facility located at our Sierrita copper mine consists of two molybdenum roasters that process molybdenum concentrates produced at our mines and
on a toll basis for third parties. The facility produces molybdenum oxide and related products. In addition, our Bagdad copper mine has a pressure leach plant that
processes molybdenum concentrates.

The Fort Madison facility consists of two molybdenum roasters, a sulphur dioxide conversion plant, a metallurgical (technical oxide) packaging facility, and a
chemical conversion plant, which includes a wet-chemicals plant, sublimation equipment and molybdenum disulfide processing and packaging. In the chemical plant,
molybdic oxide is further refined into various high-purity molybdenum chemicals for a wide range of uses by chemical and catalyst manufacturers. In addition to
metallurgical oxide products, the Fort Madison facility produces ammonium dimolybdate, pure molybdic oxide, ammonium heptamolybdate, ammonium
octamolybdate, sodium molybdate, sublimed pure molybdic oxide and molybdenum disulfide.

The Rotterdam facility consists of a molybdenum roaster, sulphuric acid plant, metallurgical packaging
facility and chemical conversion plant. The plant produces metallurgical products primarily for third parties. Ammonium dimolybdate and pure molybdic oxide are
produced in the wet-chemicals plant.

We also produce ferromolybdenum for customers worldwide at our conversion plant located in Stowmarket, United Kingdom. The plant is operated both as an
internal and external customer tolling facility.

McMoRan Exploration Co. (MMR) . MMR is engaged in the exploration, development and production of oil and natural gas in the shallow waters of the Gulf of
Mexico Shelf. In December 2010, we purchased 500,000 shares of MMR’s 5.75% Convertible Perpetual Preferred Stock for an aggregate purchase price of $500
million (refer to Note 6 for further discussion). In connection with the purchase, we entered into a registration rights agreement and a stockholder agreement with
MMR. Several of our directors and executive officers also serve as directors or executive officers of MMR, and our wholly owned subsidiary FM Services Company
(FM Services) provides certain executive, technical administrative, accounting, financial, tax and other services to us and to MMR on a cost-reimbursement basis.
Refer to Part I, Item 13. “Certain Relationships and Related Transactions, and Director Independence,” for additional information. Also refer to Note 1 for discussion
of FCX's proposed acquisition of MMR.

SOURCES AND AVAILABILITY OF RAW MATERIALS

Our copper mining operations require significant energy, principally diesel, electricity, coal and natural gas, most of which is obtained from third parties under long-
term contracts. Energy represented approximately 21 percent of our 2012 consolidated copper production costs and included purchases of approximately 255 million
gallons of diesel fuel; 6,800 gigawatt hours of electricity at our North America, South America and Africa copper mining operations (we generate all of our power at
our Indonesia mining operation); 700 thousand metric tons of coal for our coal power plant in Indonesia; and 1 million MMBTU (million British thermal units) of natural
gas at certain of our North America mines. For 2013 , we estimate energy costs will approximate 21 percent of our consolidated copper production costs.
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Sulphuric acid is used in the SX/EW process and is produced as a by-product of the smelting process at our smelters and from our sulphur burners at the Safford
and Tenke mines. Sulphuric acid needs in excess of the sulphuric acid produced by our operations are purchased from third parties.

Our mining operations also require significant quantities of water for mining, ore processing and related support facilities. Although we believe our mining operations
have sufficient water rights, the loss of water rights for any of our mines, in whole or in part, or shortages of water to which we have rights, could require us to curtail
or shut down mining operations. For a further discussion of risks and legal proceedings associated with the availability of water, refer to Item 1A. “Risk Factors” and
Item 3. “Legal Proceedings.”

COMPETITION

The top 10 producers of copper comprise approximately 50 percent of total worldwide mined copper production. We currently rank second among those producers at
approximately eight percent of total worldwide estimated mined copper production. Our competitive position is based on the quality and grade of our ore bodies and
our ability to manage costs compared with other producers. We have a diverse portfolio of mining operations with varying ore grades and cost structures. Our costs
are driven by the location, grade and nature of our ore bodies and the level of input costs, including energy, labor and equipment. The metals markets are cyclical
and our ability to maintain our competitive position over the long term is based on our ability to acquire and develop quality deposits, hire and retain a skilled
workforce and to manage our costs.

LABOR MATTERS

At December 31, 2012 , we employed approximately 34,000 people (approximately 12,700 in Indonesia, 11,800 in North America, 5,400 in South America, 3,200 in
Africa and 900 in Europe and other locations). Additionally, we have contractors that have personnel at many of our operations, including approximately 10,700 at
our Grasberg minerals district, 10,400 at our South America mining operations, 4,000 at our Tenke Fungurume minerals district, 1,600 in North America and 400 at
Atlantic Copper.

The number of employees represented by unions at December 31, 2012, and the expiration date of the applicable union agreements are listed below. Refer to Item
1A. "Risk Factors" for further information on labor agreements.

Number of
Union-
Represented
Location Number of Unions Employees Expiration Date
PT Freeport Indonesia — Indonesia 1 8,774 September 2013
Tenke Fungurume — DRC 6 3,216 August 2013 *
Cerro Verde — Peru 2 1,674 August 2014
El Abra — Chile 2 969 May 2016
Candelaria — Chile 2 908 December 2016
Atlantic Copper — Spain 2 422 December 2011 *°
Chino — New Mexico 1 344 November 2014
Rotterdam — The Netherlands 2 57 March 2015
Bayway — New Jersey 1 40 April 2013
Aurex — Chile 1 41 December 2013
Stowmarket — United Kingdom 1 39 May 2014

a. In September 2012, TFM negotiated a 4-year salary scale with union-represented employees.
b. Negotiations are in progress while employees continue to work under the provisions of the expired contract.
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ENVIRONMENTAL AND RECLAMATION MATTERS

The cost of complying with environmental laws is a fundamental and substantial cost of our business. For information about environmental regulation, litigation and
related costs, refer to Item 1A. “Risk Factors”, and Notes 1 and 13 .

COMMUNITY AND HUMAN RIGHTS

We have adopted policies that govern our working relationships with the communities where we operate and are designed to guide our practices and programs in a
manner that respects basic human rights and the culture of the local people impacted by our operations. We continue to make significant expenditures on community
development, education, training and cultural programs, which include:

« comprehensive job training programs

¢ basic education programs

¢ public health programs, including malaria control and HIV testing
e agricultural assistance programs

¢ small and medium enterprise development programs

¢ cultural preservation programs

« water and sewage treatment projects

* clean water access

« charitable donations

In December 2000, we endorsed the joint U.S. State Department-British Foreign Office Voluntary Principles on Human Rights and Security (Voluntary Principles).
Several major natural resources companies and international human rights organizations participated in developing the Voluntary Principles and have endorsed
them. We participated in developing these principles and they are incorporated into our human rights policy.

We are assessing how to best integrate the United Nations Guiding Principles on Business and Human Rights into our existing human rights policy. We joined a
multi-industry human rights working group to help us learn from peer companies and determine the best way to integrate human rights due diligence into our
business practices and to support our Voluntary Principles program.

We believe that our social and economic development programs are responsive to the issues raised by the local communities near our areas of operation and should
help us maintain good relations with the surrounding communities and avoid disruptions of mining operations. As part of our ongoing, annual commitment to
sustainable community development, we have made significant investments in social programs, including in-kind support and administration, across our global
operations. Over the last three years, these investments have averaged approximately $180 million per year. Nevertheless, social and political instability in the areas
of our operations may adversely impact our mining operations. Refer to Iltem 1A. “Risk Factors” for further discussion.

South America . Cerro Verde has provided a variety of community support projects over the years. Following engagements with regional and local governments,
civic leaders and development agencies, in 2006, Cerro Verde committed to support the costs for a new potable water treatment plant to serve Arequipa. In addition,
an agreement was reached with the Peruvian government for development of a water storage and distribution network, which was financed by the Cerro Verde Civil
Association (the Association). The Association manages contributions made by Cerro Verde for projects that focus on education, training, health, cultural
preservation and basic infrastructure.

In 2011, Cerro Verde reached agreement with the Regional Government of Arequipa, the National Government, SEDAPAR and other local institutions to allow it to
finance the engineering and construction of a wastewater treatment plant for Arequipa, should Cerro Verde proceed with plans for the large-scale expansion.
Treating this water would improve the Rio Chili's water quality, enhance agriculture products grown in the area and reduce waterborne illnesses.

Additionally, during 2006, the Peruvian government announced that all mining companies operating in Peru would be required to make annual contributions to local

development funds for a five-year period (covering the years 2006 through 2010) when copper prices exceeded certain levels that were adjusted annually. The
contribution, which expired in 2010, was equal to 3.75 percent of after-tax profits.
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Indonesia . In 1996, PT Freeport Indonesia established the Freeport Partnership Fund for Community Development (the Partnership Fund), through which PT
Freeport Indonesia has made available funding and technical assistance to support community development initiatives in the areas of health, education and
economic development of the area. PT Freeport Indonesia has committed through 2016 to provide one percent of its annual revenue for the development of the local
people in its area of operation through the Partnership Fund. Our share of contributions to the Partnership Fund totaled $39 million in 2012 , $50 million in 2011 and
$64 million in 2010 .

The Amungme and Kamoro Community Development Organization ( Lembaga Pembangunan Masyarakat Amungme dan Kamoro or LPMAK) oversees
disbursement of the program funds we contribute to the Partnership Fund. LPMAK is governed by a board of commissioners and a board of directors, which are
comprised of representatives from the local Amungme and Kamoro tribal communities, government leaders, church leaders, and one representative of PT Freeport
Indonesia on each board. The Amungme and Kamoro people are original inhabitants of the land in our area of operations.

Security Matters . Consistent with our COW in Indonesia and the requirement to protect our employees and property, we have taken appropriate steps to provide a
safe and secure working environment. As part of its security program, PT Freeport Indonesia maintains its own internal security department, which is unarmed and
performs functions such as protecting company facilities, monitoring shipments of supplies and products, assisting in traffic control and aiding in emergency
response operations. The security department has received human rights training and each member is required to certify his or her compliance with our human rights

policy.
PT Freeport Indonesia’s share of costs for its internal civilian security department totaled $52 million for 2012 , $37 million for 2011 and $28 million for 2010 .

PT Freeport Indonesia, and all businesses and residents of Indonesia, rely on the Indonesian government for the maintenance of public order, upholding the rule of
law and the protection of personnel and property. The Grasberg minerals district has been designated by the Indonesian government as one of Indonesia’s vital
national assets. This designation results in the police, and to a lesser extent, the military, playing a significant role in protecting the area of our operations. The
Indonesian government is responsible for employing police and military personnel and directing their operations.

From the outset of PT Freeport Indonesia’s operations, the Indonesian government has looked to PT Freeport Indonesia to provide logistical and infrastructure
support and assistance for these necessary services because of the limited resources of the Indonesian government and the remote location of and lack of
development in Papua. PT Freeport Indonesia’s financial support for the Indonesian government security institutions assigned to the operations area represents a
prudent response to its requirements to protect its workforce and property, better

ensuring that personnel are properly fed and lodged, and have the logistical resources to patrol PT Freeport Indonesia’s roads and secure its operating area. In
addition, the provision of such support is consistent with PT Freeport Indonesia’s obligations under the COW, reflects our philosophy of responsible corporate
citizenship, and is in keeping with our commitment to pursue practices that will promote human rights.

PT Freeport Indonesia’s share of support costs for the government-provided security was $22 million in 2012 , and $14 million for each of the years 2011 and 2010 .
This supplemental support consists of various infrastructure and other costs, such as food, housing, fuel, travel, vehicle repairs, allowances to cover incidental and
administrative costs, and community assistance programs conducted by the military and police.

Refer to Item 1A. "Risk Factors" for further discussion of security risks in Indonesia.

Africa . TFM has committed to assist the communities living within its concession in the Katanga province of the DRC. Initiatives include an integrated malaria control
program, construction and operational support for six elementary schools, as well as renovation and construction of an additional four schools, installation of over 70
clean water wells, a public sanitation (latrines and hand washing) program reaching over 2,000 households, a mobile clinic for rural villages, and economic
development programs supporting micro-credit and development of local entrepreneurs, contractors, and farmers. We have also made significant investments in
infrastructure in the region that will have lasting benefits to the country, including upgrading a portion of a national road and the regional power generation and
transmission systems.
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TFM has also committed to contribute 0.3 percent of net sales revenue from production to a community development fund to assist the local communities with
development of local infrastructure and related services. This fund will be a platform to work jointly with the local government and community to further assist them to
fulfill their local development plans, meet basic community needs and promote good governance. Community development fund contributions totaled $4 million in
both 2012 and 2011 , and $3 million in 2010 .

Security Matters . TFM maintains an unarmed internal security department. The national government also has assigned Mines Police to the TFM concession area.
The Mines Police are a division of the Congolese National Police and are responsible for maintaining security in mining concessions throughout the DRC. TFM
provides food, housing, monetary allowances and logistical support as well as direct payments to the government for the provision of the security assigned to the
concession area. The total cost to TFM for this support, including in-kind support, totaled less than $1 million in each of the years 2012 , 2011 and 2010 .

TFM also participates in monthly security coordination meetings with host country security personnel, other mining companies, and representatives from the United
Nations to discuss security issues and concerns.

ORE RESERVES

Recoverable proven and probable reserves summarized below and detailed on the following pages have been calculated as of December 31, 2012 , in accordance
with Industry Guide 7 as required by the Securities Exchange Act of 1934. Proven and probable reserves may not be comparable to similar information regarding
mineral reserves disclosed in accordance with the guidance of other countries. Proven and probable reserves were determined by the use of mapping, drilling,
sampling, assaying and evaluation methods generally applied in the mining industry, as more fully discussed below. The term “reserve,” as used in the reserve data
presented here, means that part of a mineral deposit that can be economically and legally extracted or produced at the time of the reserve determination. The term
“proven reserves” means reserves for which (1) quantity is computed from dimensions revealed in outcrops, trenches, workings or drill holes; (2) grade and/or quality
are computed from the results of detailed sampling; and (3) the sites for inspection, sampling and measurements are spaced so closely and the geologic character is
sufficiently defined that size, shape, depth and mineral content of reserves are well established. The term “probable reserves” means reserves for which quantity and
grade are computed from information similar to that used for proven reserves but the sites for sampling are farther apart or are otherwise less adequately spaced.
The degree of assurance, although lower than that for proven reserves, is high enough to assume continuity between points of observation.

Our reserve estimates are based on the latest available geological and geotechnical studies. We conduct ongoing studies of our ore bodies to optimize economic
values and to manage risk. We revise our mine plans and estimates of recoverable proven and probable mineral reserves as required in accordance with the latest
available studies. Our estimates of recoverable proven and probable reserves are prepared by and are the responsibility of our employees; a majority of these
estimates are reviewed and verified by independent experts in mining, geology and reserve determination.

Estimated recoverable proven and probable reserves at December 31, 2012 , were determined using long-term average prices of $2.00 per pound for copper, $750
per ounce for gold and $10 per pound for molybdenum, consistent with the long-term average prices used at year-end 2011 and 2010 . For the three-year period
ended December 31, 2012 , LME spot copper prices averaged $3.67 per pound, London PM gold prices averaged $1,480 per ounce, and the weekly average price
of molybdenum quoted by Metals Week averaged $14.64 per pound.
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The recoverable proven and probable reserves presented in the table below represent the estimated metal quantities from which we expect to be paid after
application of estimated metallurgical recovery rates and smelter recovery rates, where applicable. Recoverable reserves are the part of a mineral deposit that we
estimate can be economically and legally extracted or produced at the time of the reserve determination.

Recoverable Proven and Probable Reserves at Decembe r 31, 2012

Copper * Gold Molybdenum Silver ® Cobalt °
(billion pounds) (million ounces) (billion pounds) (million ounces) (billion pounds)
North America 38.8 0.4 2.69 94.0 —
South America 38.8 12 0.73 110.8 —
Indonesia 31.0 30.9 — 116.6 —
Africa 7.9 — — — 0.84
Consolidated basis ° 116.5 325 3.42 321.4 0.84
d 93.2 294 3.08 264.2 0.47

Net equity interest

a. Recoverable copper reserves include 2.9 billion pounds in leach stockpiles and 1.4 billion pounds in mill stockpiles (refer to “Mill and Leach Stockpiles” for further discussion).

b. Determined using long-term average prices of $15 per ounce for silver and $10 per pound for cobalt , consistent with the long-term average prices used at year-end 2011 and
2010.

c. Consolidated basis reserves represent estimated metal quantities after reduction for joint venture partner interests at the Morenci mine in North America and at the Grasberg
minerals district in Indonesia.

d. Net equity interest reserves represent estimated consolidated basis metal quantities further reduced for noncontrolling interest ownership.
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North America

Morenci

Bagdad

Safford

Sierrita

Miami
Tyrone

Chino

Henderson
Climax

Cobre ©

South America

Cerro Verde

El Abra

Candelaria

Ojos del Salado

Indonesia
Grasberg open
pit
Deep Ore Zone
Big Gossan
Grasberg Block

Cave®
Kucing Liar ®

Deep Mill Level
Zone ®

Africa
Tenke
Fungurume

Total FCX - 100%
Basis

a. Grade not shown because of rounding.

Recoverable Proven and Probable Reserves

Estimated at December 31, 2012

Proven Reserves Probable Reserves
Average Ore Grade Average Ore Grade
Processing Million Copper Gold Moly Silver Cobalt Million Copper Gold Moly Silver Cobalt
Method metric tons % glt % glt % metric tons % glt % glt %
Mill 680 0.50 — 0.021 — — 5 0.45 — 0.015 — —
Crushed leach 417 0.52 — — — — 5 0.47 — — — —
ROM leach 2,826 0.18 — — — — 85 0.15 — — — —
Mill 1,016 0.34 — : 0.021 1.59 — 225 0.30 — ! 0.018 1.59 —
ROM leach 267 0.12 — — — — 223 0.10 — — — —
Crushed leach 117 0.43 — — — — 69 0.41 — — — —
Mill 2,407 0.24 - 0.026 1.43 — 299 0.21 - 0.020 1.28 —
ROM leach 10 0.19 — — — — 7 0.18 — — — —
ROM leach 33 0.52 — — — — 8 0.43 — — — —
ROM leach 129 0.29 — — — — 9 0.20 — — — —
Mill 106 0.57 0.04 0.010 0.48 — 64 0.56 0.04 0.005 0.47 —
ROM leach 164 0.31 — — — — 57 0.28 — — — —
Mill 111 — — 0.172 — — 2 — — 0.169 — —
Mill 74 — — 0.183 — — 124 — — 0.152 — —
ROM leach 70 0.40 — — — — 3 0.29 — — — —
8,427 0.27 — " oo, 0.61 — 1,185 0.22 — " ooz 0.65 —
Mill 995 0.40 — 0.016 1.64 — 2,997 0.37 — 0.014 1.51 —
Crushed leach 43 0.52 — — — — 65 0.42 — — — —
ROM leach 22 0.21 — — — — 72 0.20 — — — —
Crushed leach 417 051 — — — — 111 0.44 — — — —
ROM leach 137 0.33 — — — — 60 0.22 — — — —
Mill 302 0.57 0.13 — 2.03 — 13 0.60 0.15 — 2.20 —
Mill 3 1.07 0.29 — 4.39 — 2 0.83 0.16 — 3.36 —
1,919 0.44 0.02 0.008 117 — 3,320 0.37 - 0.013 1.38 —
Mill 162 0.99 1.18 — 2.67 — 96 0.75 0.63 — 2.05 —
Mill 57 0.58 0.72 — 2.45 — 119 0.56 0.71 — 2.29 —
Mill 14 2.47 111 — 15.97 — 40 2.18 0.92 — 13.09 —
Mill 349 1.22 1.01 — 3.73 — 650 0.90 0.65 — 3.44 —
Mill 149 1.33 113 — 7.58 — 271 1.20 1.03 — 6.06 —
Mill 69 0.92 0.74 — 4.61 — 448 0.83 0.70 — 4.14 —
800 1.15 1.03 — 4.43 — 1,624 0.93 0.74 — 4.14 —
Agitation leach 52 3.49 — — — 0.39 67 3.09 — — — 0.32

11,198 0.38 0.08 0.013 0.97 — 6,196 0.52 0.19 0.012 195 —

b. Undeveloped reserves that would require additional capital investment, which could be significant, to bring into production.

The reserve table above and the tables on the following pages utilize the abbreviations described below:

. g/t — grams per metric ton
. Moly — Molybdenum
. ROM - Run of Mine
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Recoverable Proven and Probable Reserves
Estimated at December 31, 2012

(continued)

Average Ore Grade

Recoveries *

Proven and
Probable
Processing Million Copper Gold Moly Silver Cobalt Copper Gold Moly Silver Cobalt
Method metric tons % glt % glt % % % % % %
North America
Morenci Mill 685 0.50 — 0.021 — — 79.3 — 47.1 — —
Crushed leach 422 0.52 — — — — 78.1 — — — —
ROM leach 2,911 0.18 — — — — 443 — — — —
Bagdad Mill 1,241 0.34 — 0.021 1.59 — 85.8 59.1 70.8 49.3 —
ROM leach 490 0.12 — — — — 24.2 — — — —
Safford Crushed leach 186 0.42 — — — — 65.9 — — — —
Sierrita Mill 2,706 0.23 — 0.025 1.41 — 83.9 60.0 75.7 49.3 —
ROM leach 17 0.19 — — — — 52.3 — — — —
Miami ROM leach 41 0.51 — — — — 61.8 — — — —
Tyrone ROM leach 138 0.28 — — — — 60.1 — — — —
Chino Mill 170 0.57 0.04 0.008 0.48 — 78.8 77.9 44.0 78.5 —
ROM leach 221 0.30 — — — — 429 — — — —
Henderson Mill 113 — — 0.172 — — — — 84.7 — —
Climax Mill 198 — — 0.164 — — — — 88.9 — —
Cobre © ROM leach 73 0.39 — — — — 50.7 = = = =
9,612
South America
Cerro Verde Mill 3,992 0.38 — 0.015 1.54 — 86.2 — 54.3 449 —
Crushed leach 108 0.46 — — — — 79.7 — — — —
ROM leach 94 0.20 — — — — 48.7 — — — —
El Abra Crushed leach 528 0.49 — — — — 57.0 — — — —
ROM leach 197 0.30 — — — = 26.4 — = = —
Candelaria Mill 315 0.57 0.13 — 2.03 — 89.2 719 — 76.3 —
Ojos del Salado  Mill 5 0.98 0.24 — 3.99 — 90.3 60.9 — 65.7 —
5,239
Indonesia
Grasberg open pit Mill 258 0.90 0.98 — 2.44 — 83.7 80.6 — 42.9 —
Deep Ore Zone Mill 176 0.57 0.71 — 2.34 — 86.7 775 — 64.2 —
Big Gossan Mill 54 2.26 0.97 — 13.84 — 91.6 66.1 — 63.8 —
Grasberg Block
Cave © Mill 999 1.01 0.78 — 3.54 — 84.2 64.8 — 57.2 —
Kucing Liar © Mill 420 1.25 1.07 — 6.60 — 85.8 46.3 — 38.5 —
Deep Mill Level
Zone © Mill 517 0.84 0.70 — 4.20 — 87.1 79.0 — 64.6 —
2,424
Africa,
Tenke Fungurume Agitation leach 119 3.26 — — — 0.35 86.0 — — — 75.6
Total FCX - 100%
Basis 17,394

a. Recoveries are net of estimated mill and smelter losses.
b. Grade not shown because of rounding.
c. Undeveloped reserves that would require additional capital investment, which could be significant, to bring into production.
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Recoverable Proven and Probable Reserves

Estimated at December 31, 2012

Amounts not shown because of rounding.

Refer to "Mill and Leach Stockpiles" for additional information.

Consolidated basis represents estimated metal quantities after reduction for joint venture partner interests at the Morenci mine in North America and at the Grasberg minerals district in Indonesia.

(continued)
Recoverable Reserves
Copper Gold Moly Silver Cobalt
FCX’s Processing billion million billion million billion
Interest Method Ibs. 0zs. Ibs. 0zs. Ibs.
North America
Morenci 85% Mill 6.0 — 0.15 — —
Crushed leach 3.8 — — — —
ROM leach 5.0 — — — —
Bagdad 100% Mill 7.9 0.1 0.40 314 —
ROM leach 0.3 — — — —
Safford 100% Crushed leach 1.2 — — — —
Sierrita 100% Mill 11.7 0.1 1.15 60.6 —
ROM leach — — — — —
Miami 100% ROM leach 0.3 — — — —
Tyrone 100% ROM leach 0.5 — — — —
Chino 100% Mill 1.7 0.2 0.01 2.0 —
ROM leach 0.6 — — — —
Henderson 100% Mill — — 0.36 — —
Climax 100% Mill — — 0.64 — —
Cobre 100% ROM leach 0.3 = = = =
39.3 0.4 271 94.0 —
Recoverable metal in stockpiles ° 1.8 — — — —
100% operations 41.1 0.4 271 94.0 —
Consolidated © 38.8 0.4 2.69 94.0 —
Net equity interest  ° 38.8 0.4 2.69 94.0 —
South America
Cerro Verde 53.56% Mill 28.5 — 0.71 89.0 —
Crushed leach 0.9 — — — —
ROM leach 0.2 — — — —
El Abra 51% Crushed leach 33 — — — —
ROM leach 0.3 — — — —
Candelaria 80% Mill 35 1.0 — 15.7 —
Ojos del Salado 80% Mill 0.1 _ — 04 —
36.8 1.0 0.71 105.1 —
Recoverable metal in stockpiles ° 2.0 0.2 0.02 5.7 —
100% operations 38.8 1.2 0.73 110.8 —
Consolidated ° 38.8 1.2 0.73 110.8 —
Net equity interest  ° 21.8 1.0 0.39 64.5 —
Indonesia
Grasberg open pit € Mill 43 6.5 — 8.7 —
Deep Ore Zone N Mill 1.9 3.1 — 8.5 —
Big Gossan € Mill 25 11 — 15.4 —
Grasberg Block Cave N Mill 18.8 16.2 — 65.1 —
Kucing Liar € Mill 9.9 6.7 — 34.3 —
Deep Mill Level Zone N Mill 8.3 9.2 — 45.1 —
100% operations 45.7 42.8 — 177.1 —
Consolidated ° 31.0 30.9 — 116.6 —
Net equity interest ° 28.1 28.0 — 105.7 —
Africa.
Tenke Fungurume 56% Agitation leach 7.3 — — — 0.69
Recoverable metal in stockpiles ° 0.6 — — — 0.15
100% operations 7.9 — — — 0.84
Consolidated ° 7.9 — — — 0.84
Net equity interest ¢ 4.5 — — — 0.47
Total FCX — 100% basis 133.5 44.4 3.44 381.9 0.84
Total FCX — Consolidated basis °© 116.5 325 342 321.4 0.84
Total FCX — Net equity interest ¢ 93.2 29.4 3.08 264.2 0.47



d. Net equity interest represents estimated consolidated basis metal quantities further reduced for noncontrolling interest ownership.

e.  Our joint venture agreement with Rio Tinto provides that PT Freeport Indonesia will receive cash flow from specified annual amounts of copper, gold and silver through 2021, calculated by reference to
its proven and probable reserves as of December 31, 1994, and 60 percent of all remaining cash flow.
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In defining our open-pit reserves, we apply a “variable cutoff grade” strategy. The objective of this strategy is to maximize the net present value of our operations. We
use a break-even cutoff grade to define the in-situ reserves for our underground ore bodies. The break-even cutoff grade is defined for a metric ton of ore as that
equivalent copper grade, once produced and sold, that generates sufficient revenue to cover all operating and administrative costs associated with our production.

Our copper mines may contain other commercially recoverable metals, such as gold, molybdenum, silver and cobalt. We value all commercially recoverable metals
in terms of a copper equivalent percentage to determine a single cutoff grade. Copper equivalent percentage is used to express the relative value of multi-metal ores
in terms of one metal. The calculation expresses the relative value of the ore using estimates of contained metal quantities, metals prices as used for reserve
determination, recovery rates, treatment charges and royalties. Our molybdenum properties use a molybdenum cutoff grade.

The table below shows the minimum cutoff grade by process for each of our existing ore bodies as of December 31, 2012 :

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

North America

Morenci 0.25 0.19 0.03 —

Bagdad 0.20 — 0.01 —

Safford — 0.12 — —

Sierrita 0.18 — 0.07 —

Miami — — 0.05 —

Tyrone — — 0.05 —

Chino 0.20 — 0.08 —

Henderson — — — 0.12

Climax — — — 0.06

Cobre — — 0.17 —
South America

Cerro Verde 0.17 0.19 0.14 —

El Abra — 0.11 0.08 —

Candelaria 0.24 — — —

Ojos del Salado 0.64 — — —
Indonesia

Grasberg open pit 0.25 — — —

Deep Ore Zone 0.70 — — —

Big Gossan 1.80 — — —

Grasberg Block Cave 0.69 — — —

Kucing Liar 0.80 — — —

Deep Mill Level Zone 0.71 — — —
Africa

Tenke Fungurume — 1.23 — —
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Drill hole spacing data is used by mining professionals, such as geologists and geological engineers, in determining the suitability of data coverage (on a relative
basis) in a given deposit type and mining method scenario so as to achieve a given level of confidence in the resource estimate. Drill hole spacing is only one of
several criteria necessary to establish resource classification. Drilling programs are typically designed to achieve an optimum sample spacing to support the level of
confidence in results that apply to a particular stage of development of a mineral deposit.

The following table sets forth the average drill hole spacing based on average sample distance or drill pattern spacing for proven and probable ore reserves by
process type:

Average Drill Hole Spacing (in Meters)

Proven Probable
Mining Unit Mill Leach Mill Leach
North America
Morenci Open Pit 86 86 122 122
Bagdad Open Pit 86 86 122 122
Safford Open Pit — 86 — 122
Sierrita Open Pit 73 37 120 75
Miami Open Pit — 61 — 91
Tyrone Open Pit — 86 — 86
Chino Open Pit 43 86 86 122
Henderson Block Cave 38 — 85 —
Climax Open Pit 61 — 122 —
Cobre Open Pit — 61 — 91
South America
Cerro Verde Open Pit 50 50 100 100
El Abra Open Pit — 75 — 120
Candelaria Open Pit 35 — 70 —
Ojos del Salado Sublevel Stoping 25 — 50 —
Indonesia
Grasberg Open Pit 32 — 88 —
Deep Ore Zone Block Cave 23 — 58 —
Big Gossan Open Stope 14 — 44 —
Grasberg Block Cave 30 — 78 —
Kucing Liar Block Cave 39 — 100 —
Deep Mill Level Zone Block Cave 21 — 80 —
Africa
Tenke Fungurume Open Pit — 50 — 100
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Production Sequencing

The following chart illustrates our current plans for sequencing and producing our proven and probable reserves at each of our ore bodies and the years in which we
currently expect production from each ore body. The chart also shows the term of PT Freeport Indonesia’s COW. Production volumes are typically lower in the first
few years for each ore body as development activities are ongoing and as the mine ramps up to full production and production volumes may also be lower as the
mine reaches the end of its life. The ultimate timing of the start of production from our undeveloped mines is dependent upon a number of factors, including the
results of our exploration and development efforts, and may vary from the dates shown below. In addition, we develop our mine plans based on maximizing the net
present value from the ore bodies. Significant additional capital expenditures will be required at many of these mines in order to achieve the life-of-mine plans
reflected below.

Production Sequencing
EBased on life-of-mine plans as of January 1, 2003
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Mill and Leach Stockpiles

Mill and leach stockpiles generally contain lower grade ores that have been extracted from the ore body and are available for copper recovery. For mill stockpiles,
recovery is through milling, concentrating, smelting and refining or, alternatively, by concentrate leaching. For leach stockpiles, recovery is through exposure to acidic
solutions that dissolve contained copper and deliver it in solution to extraction processing facilities.

Because it is generally impracticable to determine copper contained in mill and leach stockpiles by physical count, reasonable estimation methods are employed.
The quantity of material delivered to mill and leach stockpiles is based on surveyed volumes of mined material and daily production records. Sampling and assaying
of blasthole cuttings determine the estimated copper grades of material delivered to mill and leach stockpiles.

Expected copper recovery rates for mill stockpiles are determined by metallurgical testing. The recoverable copper in mill stockpiles, once entered into the
production process, can be produced into copper concentrate almost immediately.
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Expected copper recovery rates for leach stockpiles are determined using small-scale laboratory tests, small- to large-scale column testing (which simulates the
production-scale process), historical trends and other factors, including mineralogy of the ore and rock type. Ultimate recovery of copper contained in leach
stockpiles can vary significantly from a low percentage to more than 90 percent depending on several variables, including type of copper recovery, mineralogy and
particle size of the rock. For newly placed material on active stockpiles, as much as 70 percent of the copper ultimately recoverable may be extracted during the first
year, and the remaining copper may be recovered over many years.

Processes and recovery rates are monitored continuously, and recovery rate estimates are adjusted periodically as additional information becomes available and as
related technology changes.

Following are our stockpiles and the estimated recoverable copper contained within those stockpiles as of December 31, 2012 :

Recoverable

Millions of Average Recovery Copper
Metric Tons Grade (%) Rate (%) (billion pounds)
Mill stockpiles
Cerro Verde 103 0.40 81.8 0.7
Candelaria 94 0.36 83.3 0.7
197 1.4

Leach stockpiles
Morenci 5,188 0.25 2.1 0.6
Bagdad 479 0.26 2.7 0.1
Safford 135 0.44 19.6 0.2
Sierrita 650 0.15 12.2 0.3
Miami 471 0.38 2.0 0.1
Tyrone 1,053 0.28 2.4 0.1
Chino 1,617 0.26 4.7 04 *
Cerro Verde 428 0.53 2.7 0.1
El Abra 452 0.40 115 0.5
Tenke Fungurume 22 121 925 0.6

10,495 3.0
Total FCX - 100% basis 4.4
Total FCX - Consolidated basis ° 4.3
Total FCX - Net equity interest ¢ 3.3

a. During 2012, we completed an assessment of estimated future recovery rates within the current mine plan at our Chino leaching operations, which resulted in a downward revision
of these rates and a corresponding reduction of 594 million pounds of estimated recoverable copper in Chino's leach stockpiles.

b. Consolidated basis represents estimated metal quantities after reduction for our joint venture partner’s interest in the Morenci mine in North America.

c. Net equity interest represents estimated consolidated basis metal quantities further reduced for noncontrolling interest ownership.

MINERALIZED MATERIAL

We hold various properties containing mineralized material that we believe could be brought into production should market conditions warrant. However, permitting
and significant capital expenditures would be required before operations could commence at these properties. Mineralized material is a mineralized body that has
been delineated by appropriately spaced drilling and/or underground sampling to support the reported tonnage and average metal grades. Such a deposit cannot
qualify as recoverable proven and probable reserves until legal and economic feasibility are confirmed based upon a comprehensive evaluation of development
costs, unit costs, grades, recoveries and other material factors. Estimated mineralized materials as presented on the following page were assessed using prices of
$2.20 per pound for copper, $1,000 per ounce for gold and $12 per pound for molybdenum.
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Mineralized Material

Estimated at December 31, 2012

~oooo

North America

Morenci

Bagdad *
Safford *
Sierrita *
Miami
Tyrone
Chino
Henderson
Climax
Cobre
Ajo *
Cochise/Bisbee
Lone Star
Sanchez
Tohono
Twin Buttes *
South America
Cerro Verde *
El Abra
Candelaria *

Indonesia

Grasberg minerals district *
Africa.

Tenke Fungurume ¢

Kisanfu ©

Total FCX - 100% basis
Total FCX - Consolidated basis

Total FCX - Net equity interest '

Milling Material Leaching Material Total Mineralized Material
Million Million Million
FCX's metric Copper Gold Moly metric Copper metric Copper Gold Moly

Interest tons % glt % tons % tons % glt %
85% 596 0.35 — 0.020 2,278 0.21 2,874 0.24 — 0.004
100% 523 0.29 — 0.019 50 0.11 573 0.27 — 0.017
100% 480 0.52 0.09 0.004 171 0.24 651 0.44 0.08 0.003
100% 1,588 0.18 — 0.022 21 0.15 1,609 0.18 — 0.021
100% — — — — 11 0.50 11 0.50 — —
100% — — — — 98 0.28 98 0.28 — —
100% 62 0.49 — 0.013 22 0.30 84 0.44 — 0.011
100% 159 — — 0.148 — — 159 — — 0.148
100% 390 — — 0.156 — — 390 — — 0.156
100% 39 0.51 — — 4 0.25 43 0.48 — —
100% 948 0.32 0.06 0.006 — — 948 0.32 0.06 0.006
100% — — — — 276 0.44 276 0.44 — —
100% — — — — 656 0.44 656 0.44 — —
100% — — — — 175 0.29 175 0.29 — —
100% 204 0.70 — — 258 0.64 462 0.67 — —
100% 445 0.40 — 0.025 53 0.21 498 0.38 — 0.022

53.56% 595 0.37 — 0.015 42 0.47 637 0.38 — 0.014
51% 1,484 0.43 — — 316 0.25 1,800 0.40 — —
80% 68 0.55 0.13 — — — 68 0.55 0.13 —

0,

54':?8/0 2,341 0.63 0.55 — — — 2,341 0.63 0.55 —
56% 72 3.60 — — 18 3.22 90 3.52 — —
95% 56 2.33 — — 52 2.94 108 2.62 — —

10,050 0.43 0.14 0.017 4,501 0.34 14,551 0.40 0.10 0.012
9,024 4,159 13,183
7,842 3,974 11,815

Stated tonnage also includes silver at Bagdad (1.1 g/t), Safford (1.6 g/t), Sierrita (1.1 g/t), Ajo (0.9 g/t), Twin Buttes (2.1 g/t), Cerro Verde (1.4 g/t), Candelaria (1.9 g/t) and the Grasberg minerals district

(3.4 gh).

Amounts not shown because of rounding.
FCX's interest in the Grasberg minerals district reflects our 60 percent joint venture ownership further reduced by noncontrolling interest ownership.
Stated tonnage also includes cobalt at Tenke Fungurume (0.31 percent) and Kisanfu (1.08 percent).

Consolidated basis represents estimated mineralized materials after reduction for our joint venture partners' interest in the Morenci mine and the Grasberg minerals district.

Net equity interest represents estimated consolidated basis mineralized material further reduced for noncontrolling interest ownership.
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Item 1A. Risk Factors.

This report contains “forward-looking statements” within the meaning of United States (U.S.) federal securities laws. Forward-looking statements are all statements
other than statements of historical facts, such as statements regarding projected ore grades and milling rates, projected production and sales volumes, projected unit
net cash costs, projected operating cash flows, projected capital expenditures, exploration efforts and results, mine production and development plans, the impact of
deferred intercompany profits on earnings, liquidity, other financial commitments and tax rates, the impact of copper, gold, molybdenum and cobalt price changes,
availability of power, water, labor and equipment, reclamation and closure costs and plans, environmental liabilities and expenditures, litigation contingencies and
results, future dividend payments, reserve estimates, risks associated with the completion of pending acquisitions, and anticipated political, economic and social
conditions in our areas of operations. We undertake no obligation to update any forward-looking statements. Readers are cautioned that forward-looking statements
are not guarantees of future performance and our actual results may differ materially from those anticipated, projected or assumed in the forward-looking statements.
Important factors that could cause our actual results to differ materially from those anticipated in the forward-looking statements include the following.

Financial risks

Extended declines in the market prices of copper, g old and/or molybdenum could adversely affect our ea rnings and cash flows and, if sustained, could
adversely affect our ability to repay debt. Fluctua  tions in the market prices of copper, gold or molyb denum can cause significant volatility in our finan cial
performance and adversely affect the trading prices of our debt and common stock.

Our financial results vary with fluctuations in metal market prices, including copper, gold and molybdenum (for further information about the market prices of these
commodities, refer to discussion below and in Iltem 7. “Management's Discussion and Analysis of Financial Condition and Results of Operations”). An extended
decline in the market prices of these commaodities could adversely affect our financial results, or our ability to repay our debt and meet our other fixed obligations,
and depress the trading prices of our common stock and of our publicly traded debt securities.

Additionally, if market prices for the metals we produce decline for a sustained period of time, we may have to revise our operating plans, including curtailing
production, reducing operating costs and capital expenditures and discontinuing certain exploration and development programs. We may be unable to decrease our
costs in an amount sufficient to offset reductions in revenues, and may incur losses.

Substantially all of our copper concentrate and cathode sales contracts provide final copper pricing in a specified future month (generally one to four months from the
shipment date) based primarily on quoted London Metal Exchange (LME) monthly average spot copper prices. Accordingly, in times of rising copper prices, our
revenues benefit from adjustments to the final pricing of provisionally priced sales pursuant to contracts entered into in prior periods; in times of falling copper prices,
the opposite occurs.

Copper prices have fluctuated historically, with LME spot copper prices ranging from a low of $2.76 to a high of $4.60 per pound during the three years ended
December 31, 2012 . Copper prices are affected by numerous factors beyond our control, including:

* The strength of the U.S. economy and the economies of other industrialized and developing nations, including China, which has become the largest
consumer of refined copper in the world,;

* Available supplies of copper from mine production and inventories;

e Sales by holders and producers of copper;

* Demand for industrial products containing copper;

* Investment activity, including speculation, in copper as a commodity;
¢ The availability and cost of substitute materials; and

* Currency exchange fluctuations, including the relative strength or weakness of the U.S. dollar.
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Gold prices have also fluctuated historically, with the London PM gold price ranging from a low of $1,058 to a high of $1,895 per ounce during the three years ended
December 31, 2012 . Gold prices are affected by numerous factors beyond our control, including:

* The strength of the U.S. economy and the economies of other industrialized and developing nations, including China and India;
* Global or regional political or economic crises;

« The relative strength or weakness of the U.S. dollar and other currencies;

* Expectations with respect to the rate of inflation;

* Interest rates;

» Purchases and sales of gold by governments, central banks and other holders;

¢ Demand for jewelry containing gold; and

* Investment activity, including speculation, in gold as a commodity.

Molybdenum prices also fluctuate, with the Metals Week Molybdenum Dealer Oxide weekly average price ranging from a low of $10.90 to a high of $18.60 per
pound during the three years ended December 31, 2012 . Molybdenum prices are affected by numerous factors beyond our control, including:

*  The worldwide balance of molybdenum demand and supply;

* Rates of global economic growth, especially construction and infrastructure activity that requires significant amounts of steel;

*  The volume of molybdenum produced as a by-product of copper production;

e Inventory levels;

e Currency exchange fluctuations, including the relative strength or weakness of the U.S. dollar; and

*  Production costs of U.S. and foreign competitors.
Under U.S. federal and state laws that require clos  ure and reclamation plans for our mines, we general ly are required to provide financial assurance
sufficient to allow a third party to implement thos e plans if we are unable to do so. The U.S. Environ  mental Protection Agency (EPA) and state agencies
may also seek financial assurance for investigation and remediation actions under the Comprehensive En  vironmental Response, Compensation, and
Liability Act (CERCLA) or equivalent state regulati  ons. The failure to comply with these requirements could have a material adverse effect on us.
We are required by U.S. federal and state laws to provide financial assurance sufficient to allow a third party to implement approved closure and reclamation plans if
we are unable to do so. These laws are complex and vary from jurisdiction to jurisdiction. The laws govern the determination of the scope and cost of the closure and
reclamation obligations and the amount and forms of financial assurance. EPA and state agencies may also seek financial assurance for investigation and
remediation actions under CERCLA or equivalent state regulations.
In July 2009, EPA published a Priority Notice of Action identifying classes of facilities within the hardrock mining industry for which the agency will develop financial
responsibility requirements consistent with the degree and duration of risk associated with the production, transportation, treatment, storage or disposal of hazardous
substances. In EPA's semi-annual regulatory agenda published on January 8, 2013, EPA indicated that it intends to propose regulations regarding hardrock mining

financial responsibility in May 2014. It is uncertain how the new requirements, if promulgated, will affect the amount and form of our existing and future financial
assurance obligations.
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The amount of financial assurance we are required to provide will vary with changes in laws, regulations and reclamation and closure requirements and cost
estimates. As of December 31, 2012 , our financial assurance obligations associated with closure and reclamation costs totaled $970 million , of which $601 million
was in the form of parent company guarantees and financial capability demonstrations. Our ability to continue to provide financial assurance in the form of parent
guarantees and financial capability demonstrations depends on our ability to meet financial tests. Certain of the ratios in these tests are significantly more rigorous
for companies that do not have an investment grade rating from a state-approved ratings service. We are currently rated investment grade by Standard & Poor's
Rating Services (S&P), Fitch Ratings and Moody's Investors Service (Moody's). If we fail to maintain our investment grade rating, we would be subject to these more
rigorous tests, in which case the regulatory agencies may require us to provide alternative forms of financial assurance, such as letters of credit, surety bonds or
collateral. Depending on our financial condition and market conditions, these other forms of financial assurance may be difficult or costly to provide. Issuance of
letters of credit under our credit facilities would reduce our available liquidity. Failure to provide the required financial assurance could result in the closure of mines.
As of December 31, 2012 , we had limited financial assurance obligations associated with CERCLA-related remediation obligations, although EPA and certain states
are increasing the use of financial assurance requirements for such obligations.

For additional information and for discussion of mine closure laws impacting our international operations, refer to the environmental risk factor "Mine closure
regulations impose substantial costs on our operations."

Movements in foreign currency exchange rates could negatively affect our operating results.

The functional currency for most of our operations is the U.S. dollar. All of our revenues and a significant portion of our costs are denominated in U.S. dollars;
however, some costs and certain asset and liability accounts are denominated in local currencies, including the Indonesian rupiah, Australian dollar, Chilean peso,
Peruvian nuevo sol, euro and South African rand. Generally, our results are positively affected when the U.S. dollar strengthens in relation to those foreign
currencies and adversely affected when the U.S. dollar weakens in relation to those foreign currencies. Refer to Item 7A. “Quantitative and Qualitative Disclosures
about Market Risk” for a summary of the estimated impact of changes in foreign currency rates on our annual operating costs.

From time to time, we may implement currency hedges intended to reduce our exposure to changes in foreign currency exchange. However, our hedging strategies
may not be successful, and any of our unhedged foreign exchange payments will continue to be subject to market fluctuations.

International risks
Our international operations are subject to politic al, social and geographic risks of doing business i n foreign countries.
We are a global mining company with substantial assets located outside of the U.S. We conduct international mining operations in Indonesia, Peru, Chile and the
Democratic Republic of Congo (DRC). Accordingly, in addition to the usual risks associated with conducting business in foreign countries, our business may be
adversely affected by political, economic and social uncertainties in each of these countries. Such risks include:

* Renegotiation, cancellation or forced modification of existing contracts,

«  Expropriation or nationalization of property,

* Changes in a foreign country's laws, regulations and policies, including those relating to labor, taxation, royalties, divestment, imports, exports, trade
regulations, currency and environmental matters,

» Padlitical instability, bribery, extortion, corruption, civil strife, acts of war, guerrilla activities, insurrection and terrorism,
* Foreign exchange controls, and

¢ The risk of having to submit to the jurisdiction of a foreign court or arbitration panel or having to enforce the judgment of a foreign court or arbitration
panel against a sovereign nation within its own territory.

44




Table of Contents

Our insurance does not cover most losses caused by the above described risks. Accordingly, our exploration, development and production activities outside of the
U.S. could be substantially affected by factors beyond our control, some of which could materially and adversely affect our financial position or results of operations.

Our international operations must comply with the U.S. Foreign Corrupt Practices Act and similar anti-corruption and anti-bribery laws of the foreign jurisdictions in
which we operate. There has been a substantial increase in the global enforcement of these laws. Although we have a compliance program in place designed to
reduce the likelihood of violations of such laws, any violation could result in significant criminal or civil sanctions.

We are involved in several significant tax proceedings and other tax matters with the Indonesian and Peruvian tax authorities (refer to Note 13 for further discussion
of these matters).

Because our Grasberg minerals district is our most significant operating asset, our business may conti nue to be adversely affected by political,
economic and social uncertainties and security risk s in Indonesia.

Indonesia has faced political and social uncertainties, including separatist movements and civil and religious strife in a number of provinces. In particular, several
separatist groups are opposing Indonesian rule over the province of Papua, where our Grasberg minerals district is located, and have sought political independence
for the province. In response, Indonesia enacted regional autonomy laws, which became effective January 1, 2001. The manner in which those laws are being
implemented and the degree of political and economic autonomy that they may bring to individual provinces, including Papua, are uncertain and are ongoing issues
in Indonesian politics. In Papua, there have been sporadic attacks on civilians by separatists and sporadic but highly publicized conflicts between separatists and the
Indonesian military. Social, economic and political instability in Papua could materially and adversely affect us if it results in damage to our property or interruption of
our activities.

Maintaining a good working relationship with the Indonesian government is important to us because our mining operations there are among Indonesia's most
significant business enterprises and are conducted pursuant to a Contract of Work (COW) with the Indonesian government. Partially because of their significance to
Indonesia's economy, the environmentally sensitive area in which they are located, and the number of people employed, our operations are occasionally the subject
of criticism in the Indonesian press and in political debates, and have been the target of protests and occasional violence.

Between July 2009 and February 15, 2013 , there were 37 shooting incidents in and around the Grasberg minerals district, including along the road leading to our
mining and milling operations, which resulted in 15 fatalities and 57

injuries. The investigation of these matters is continuing. We have taken precautionary measures, including limiting the use of the roads to secured convoys. The
Indonesian government has responded with additional security forces and expressed a commitment to protect the safety of the community and our operations.
Prolonged limitations on access to the road could adversely affect operations at the mine. The safety of our workforce is a critical concern, and PT Freeport
Indonesia is working cooperatively with the Indonesian government to address security issues.

During 2011, PT Freeport Indonesia was adversely affected by labor disruptions, including an eight-day work stoppage in July 2011 and an approximate three-month
strike that concluded in December 2011. The strike involved civil unrest, transportation blockades, sabotage of important operating facilities and violence.
Additionally, during first-quarter 2012, PT Freeport Indonesia experienced work interruptions in connection with its efforts to resume normal operations and
temporarily suspended operations.

Large numbers of illegal miners have continued to operate along the river used to transport the tailings from the mill to the lowlands in PT Freeport Indonesia's
government-approved tailings management area. The illegal miners have periodically clashed with police who have attempted to move them away from our facilities.
In 2006, the illegal miners temporarily blocked the road leading to the Grasberg mine and mill in protest, and PT Freeport Indonesia temporarily suspended mining
and milling operations as a precautionary measure.

We cannot predict whether additional incidents will occur that could disrupt or suspend our Indonesian operations. If additional violence or other disruptive incidents
occur, it could adversely affect our business and profitability in ways that we cannot predict at this time.
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We will not mine all of our ore reserves in Indones  ia before the initial term of our COW expires.

PT Freeport Indonesia is entitled to mine in Indonesia under its COW with the Indonesian government. The initial term of the current COW expires in 2021, but can
be extended for two 10-year periods subject to Indonesian government approval, which pursuant to the COW cannot be withheld or delayed unreasonably. Our
proven and probable ore reserves in Indonesia reflect estimates of minerals that can be recovered through the end of 2041 and our current mine plan has been
developed, and our operations are based on the assumption that we will receive the two 10-year extensions. As a result, we will not mine all of these ore reserves
during the initial term of the current COW, and there can be no assurance that the Indonesian government will approve the extensions. Prior to the end of 2021, we
expect to mine 28 percent of aggregate proven and probable recoverable ore at December 31, 2012 , representing 34 percent of PT Freeport Indonesia's share of
recoverable copper reserves and 46 percent of its share of recoverable gold reserves.

We have had discussions with the Indonesian government regarding the implications of the 2009 mining law, and are working cooperatively to complete the
government's contract of work evaluation process and to obtain an extension of the COW beyond 2021, as provided under the terms of the COW (refer to Part I,
Iltems 1 and 2., "Business and Properties - Mines, Indonesia" for further discussion). The outcome of these discussions may result in revisions to certain terms of the
Ccow.

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

PT Freeport Indonesia's COW and other COWSs in which we have an interest were entered into under Indonesia's 1967 Foreign Capital Investment Law, which
provides guarantees of remittance rights and protection against nationalization. Our COWSs can be terminated by the Indonesia government if we do not satisfy our
contractual obligations, which include the payment of royalties and taxes to the government and the satisfaction of certain mining, environmental, safety and health
requirements.

Certain forestry laws and designations as well as prevailing environmental laws and regulations may conflict with or overlap with the mining rights established under
our COW. Although our COW grants to PT Freeport Indonesia the unencumbered right to operate in accordance with the COW, certain government agencies could
seek to impose additional restrictions on PT Freeport Indonesia that could affect exploration and operating requirements.

At times, certain government officials and others in Indonesia have questioned the validity of contracts entered into by the Indonesian government prior to May 1998
(i.e., during the Suharto regime, which lasted over 30 years), including PT Freeport Indonesia's COW, which was signed in December 1991. We cannot provide
assurance that the validity of, or our compliance with, the COWSs will not be challenged for political or other reasons. PT Freeport Indonesia's COW and our other
COWs require that disputes with the Indonesian government be submitted to international arbitration. Accordingly, if a dispute arises under the COWs, we face the
risk of having to submit to the jurisdiction of a foreign court or arbitration panel, and if we prevail in such a dispute, we will face the additional risk of having to enforce
the judgment of a foreign court or arbitration panel against Indonesia within its own territory.

The Tenke Fungurume minerals district is located in the Katanga province of the DRC, and may be advers ely affected by security risks and political,
economic and social instability in the DRC.

During 2009, we completed construction activities and commenced copper and cobalt production at the Tenke Fungurume (Tenke) mine located in the DRC. Since
gaining independence in 1960, the DRC has undergone outbreaks of violence, changes in national leadership and financial crises. These factors heighten the risk of
abrupt changes in the national policy toward foreign investors, which in turn could result in unilateral modification of concessions or contracts, increased taxation,
denial of permits or permit renewals or expropriation of assets. As part of a review of all mining contracts by the Ministry of Mines (the Ministry) in the DRC, in
February 2008, we received notification that the Ministry wished to renegotiate several material provisions of Tenke Fungurume Mining S.A.R.L.'s (TFM) mining
concessions. In October 2010, the DRC government concluded its review of TFM's existing mining contracts and confirmed that they are in good standing. In
connection with the review, TFM made several commitments that were reflected in amendments to its mining contracts, which were signed by the parties in
December 2010, approved by a ministerial council in March 2011, and a Presidential Decree was issued in April 2011. In addition, effective March 26, 2012, the
DRC government issued a Presidential Decree approving
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modifications to TFM's bylaws. Among other changes to the Amended and Restated Mining Convention (ARMC), FCX's effective ownership in TFM was reduced
from 57.75 percent to 56 percent.

Political, economic, social and security risks in the DRC are generally outside of our control and could adversely affect our business. These risks include legal and
regulatory uncertainties; exposure to an environment of governmental corruption and bribery; attempts to increase taxes or claims for fees and penalties by
governmental officials, including retroactive claims; security risks resulting from political instability in the DRC; and risk of loss due to civil strife, acts of war, guerrilla
activities, insurrection and terrorism.

In addition to ongoing conflict in the eastern region of the DRC, there have been a limited humber of reported acts of violence in the Katanga province where the
Tenke Fungurme minerals district is located. The safety of our workforce at all of our operations is our highest priority, and TFM works cooperatively with government
officials to address security issues; however, no assurance can be given that conflict or random acts of violence will not occur near or impact TFM's operations.

Accordingly, the Tenke Fungurume minerals district and its future development projects may be substantially affected by factors beyond our control, any of which
could adversely affect our operating results, interrupt our operations or result in a loss of all or part of our investment in the DRC.

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

Refer to the international risk factor “Because our Grasberg minerals district is our most significant operating asset, our business may continue to be adversely
affected by political, economic and social uncertainties in Indonesia” for more information about a series of shooting incidents near our Grasberg minerals district.

In July 2009, two suicide bombers set off explosions inside of the JW Marriott and Ritz-Carlton hotels in Jakarta, Indonesia, that killed nine people and injured 53
others, including two of our Indonesia-based executives.

In October 2005, three suicide bombers killed 19 people and wounded over 100 in the Indonesian province of Bali, which is 1,500 miles west of our mining and
milling operations. In September 2004, 11 people were killed and over 200 injured by a car bomb detonated in front of the Australian embassy in Jakarta. In August
2003, 12 people were killed and over 100 were injured by a car bomb detonated outside of the JW Marriott Hotel in Jakarta, Indonesia. In October 2002, a bombing
killed 202 people in Bali. Indonesian authorities arrested 35 people in connection with this bombing and 29 of those arrested have been tried and convicted. The
same international terrorist organizations are suspected in each of these incidents. In November 2005, Indonesian police raided a house in East Java that resulted in
the death of other accused terrorists linked to the bombings discussed above. Our mining and milling operations were not interrupted by these incidents, but PT
Freeport Indonesia's corporate office in Jakarta had to relocate for several months following the bombing in front of the Australian embassy. In addition to the Bali,
JW Marriott Hotel and Australian embassy bombings, there have been anti-American demonstrations in certain sections of Indonesia reportedly led by radical Islamic
activists.

No assurance can be given that additional terrorist incidents and acts of violence will not occur. If there were to be additional terrorist incidents or acts of violence,
particularly at or near our operations, there could be no assurance that the occurrence of such events would not have a material adverse impact on our business and
results of operations.

Operational risks

Our business is subject to operational risks that ¢ ould adversely affect our business.

Mines by their nature are subject to many operational risks, some of which are outside of our control. These operational risks, which could adversely affect our
business, operating results and cash flows, include the following:

* Earthquakes, floods and other natural disasters;

* The occurrence of unusual weather or operating conditions and other force majeure events;
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* The failure of equipment or processes to operate in accordance with specifications, design or expectations;

* Accidents;

*  Wall failures and rock slides in our open-pit mines, and structural collapses in our underground mines;

¢ Interruption of energy supply;

* Lower than expected ore grades or recovery rates;

¢ Metallurgical and other processing problems;

* Unanticipated ground and water conditions;

« Adverse claims to water rights, adverse outcomes of pending water adjudications and shortages of water to which we have rights;

* Adjacent land ownership or usage that results in constraints on current or future mine operations;

* Delays in the receipt of or failure to receive necessary government authorizations, approvals or permits;

» Delays in transportation and disruptions of supply routes; and

* The inability to obtain satisfactory insurance coverage.
Managing the volume of waste rock, leach material and tailings produced in our mining operations also presents significant environmental, safety and engineering
challenges and risks. We maintain large leach pads and tailings impoundments containing viscous material, which must be monitored for structural stability and
leakages; our tailings impoundments in arid areas must have effective programs to suppress fugitive dust emissions; and we must effectively monitor and treat acid
rock drainage. In Indonesia, we use a river transport system for tailings management, which presents other risks, as discussed elsewhere in these risk factors. The
failure to adequately manage these risks could result in significant personal injury, loss of life, property damage and damage to the environment, both in and around
our areas of operations, as well as damage to production facilities and delays in or curtailments of production.
Our business may also be impacted by information technology disruptions. Cybersecurity incidents, in particular, are evolving and include, but are not limited to,
malicious software, attempts to gain unauthorized access to data and other electronic security breaches that could lead to disruptions in systems, unauthorized
release of confidential or otherwise protected information and the corruption of data. We have experienced cybersecurity incidents in the past and may experience
them in the future. We believe that we have implemented appropriate measures to mitigate potential risks to our technology and our operations from these
information technology disruptions. However, given the unpredictability of the timing, nature and scope of information technology disruptions, we could potentially be
subject to production downtimes, operational delays, the compromising of confidential or otherwise protected information, destruction or corruption of data, security
breaches, other manipulation or improper use of our systems and networks or financial losses from remedial actions, any of which could have a material adverse
effect on our cash flows, competitive position, financial condition or results of operations.
Labor unrest and activism could disrupt our operati ons and may adversely affect our business, financia | condition, results of operations and prospects.
As further described in Part |, Iltems 1 and 2., “Business and Properties - Labor Matters,” we are party to labor agreements with various unions that represent
employees at our operations. Labor agreements are negotiated on a periodic basis, and the risk exists that labor agreements may not be renewed on reasonably
satisfactory terms to us or at all. We cannot predict what issues may be raised by the collective bargaining units representing our employees and, if raised, whether
negotiations concerning those issues will be concluded successfully. Our production and sales volumes could be significantly reduced and our business, financial

condition and results of operations adversely affected by significant reductions in productivity or protracted work stoppages at one or more
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of our operations. Additionally, if we enter into a new labor agreement with any union that significantly increases our labor costs relative to our competitors, our ability
to compete may be materially and adversely affected.

During 2011, PT Freeport Indonesia was adversely affected by labor disruptions, including an eight-day work stoppage in July 2011 and an approximate three-month
strike that concluded in December 2011. The strike involved civil unrest, transportation blockades, sabotage of important operating facilities and violence.
Additionally, during first-quarter 2012, PT Freeport Indonesia experienced work interruptions in connection with its efforts to resume normal operations and
temporarily suspended operations.

In fourth-quarter 2011, there was an approximate two-month labor strike at Cerro Verde during the negotiation of a new labor agreement. The strike did not have a
significant impact on production, and a new three-year agreement with the union was reached in late December 2011.

As of December 31, 2012 , approximately 50 percent of our labor force was covered by collective bargaining agreements, and approximately 35 percent of our labor
force is covered by agreements that will expire within one year.

If we do not successfully negotiate new collective bargaining agreements with our union workers, we may incur prolonged strikes and other work stoppages at our
mining operations, which could adversely affect our business, financial condition and results of operations.

Our mining production depends on the availability o f sufficient water supplies.

Our operations require significant quantities of water for mining, ore processing and related support facilities. Our operations in North and South America are in areas
where water is scarce and competition among users for continuing access to water is significant. Continuous production at our mines is dependent on our ability to
maintain our water rights and claims, and the continuing physical availability of the water supplies.

At our North America operations, certain of our water supplies are supported by surface water rights, which give us the right to use public waters for a statutorily
defined beneficial use at a designated location. In Arizona, we are a participant in two active general stream adjudications in which, for over 30 years, the Arizona
courts have been attempting to quantify and prioritize surface water claims for two of the state's largest river systems, which affect four of our operating mines
(Morenci, Safford, Sierrita and Miami). The legal precedent set in these proceedings may also affect our Bagdad mine. Groundwater has historically been treated
differently from surface water under Arizona law, which has generally allowed land owners to pump at will, subject to the doctrine of reasonable use. However, court
decisions in one of the adjudications have concluded that groundwater pumping may affect surface water, thereby bringing the pumping within the jurisdiction of the
general stream adjudications. The effort to define the boundaries between groundwater and surface water remains contested, however, and is currently a primary
focus of one of those adjudications. Because groundwater accounts for approximately 40 percent of Arizona’s water supplies, the re-characterization of any
significant portion of that water as surface water could jeopardize the ability of consumers, farmers, ranchers, municipalities, and industrial users like us, to continue
to access water supplies that have been relied on for decades. Because we are a significant user of groundwater in Arizona, we are an active participant in the
adjudication proceedings.

In Colorado, our surface water and groundwater rights are subject to adjudication and we are involved in legal proceedings to resolve disputes regarding priority and
administration of rights, including priority of some of our rights for the Climax molybdenum mine. In New Mexico, our surface water and groundwater rights are fully
licensed or have been fully adjudicated.

Water for our Cerro Verde mining operation comes from renewable sources through a series of storage reservoirs on the Rio Chili watershed that collect water
primarily from seasonal precipitation. Due to occasional drought conditions and the possibility that climate change will reduce precipitation levels, temporary supply
shortages are possible that could affect our current and planned Cerro Verde operations. Cerro Verde has been conducting water studies to assess opportunities for
additional supplies to support current operations and potential future expansion projects. Cerro Verde has reached an agreement with the Regional Government of
Arequipa, the National Government, Servicio de Agua Potable y Alcantarillado de Arequipa S.A. (SEDAPAR) and other local institutions to allow it to finance the
engineering and construction of a wastewater treatment plant, should Cerro Verde proceed with plans for a large-scale concentrator expansion. Once Cerro Verde
obtains a license for the treated water, it would be used to supplement its existing water supplies to support the concentrator expansion.
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Water for our El Abra mining operation comes from the continued pumping of groundwater from the Salar de Ascotan aquifer. In 2010, El Abra obtained regulatory
approval, subject to certain conditions, for the continued pumping of groundwater from the Salar de Ascotan aquifer for its sulfide processing plant, which began
operations in 2011. We believe that El Abra has sufficient water rights to support current operations, however, a change to the sulfide ore project, such as increased
production or mill processing, would require additional water beyond our sulfide groundwater pumping, which is permitted through 2021. El Abra is also conducting
studies to assess the feasibility of constructing a desalination plant near the Pacific Ocean to treat seawater for possible increased sulfide ore production or mill
processing.

Water for our Candelaria and Ojos del Salado mining operations is drawn from the Copiapd River aquifer. Because of rapid depletion of this aquifer in recent years,
Candelaria is expanding its sources of water supply. During 2010, we completed construction of a pipeline to convey reclaimed water from a nearby water treatment
facility to our Candelaria mine. In addition, we have substantially completed the construction of a desalination plant and pipeline that will supply Candelaria’s longer
term water needs.

Although each of our operations currently has access to sufficient water supplies to support current operational demands, some supplies are subject to unresolved
claims by others, and additional supplies that may be needed to support expanded operations are expensive, in short supply, and can be difficult to access because
of logistical and legal obstacles. Moreover, we cannot predict the potential outcome of pending or future legal proceedings on our water rights, claims and uses. The
loss of a water right, loss of continued use of a currently available water supply, or inability to expand our water resources could materially and adversely affect our
mining operations, by significantly increasing the cost of water, forcing us to curtail operations, preventing us from expanding operations or forcing premature
closures, thereby increasing and/or accelerating costs or foregoing profitable operations.

Increased production costs could reduce our profita bility and cash flow.

Our copper mining operations require significant energy, principally diesel, electricity, coal and natural gas. For the year 2012 , energy represented approximately 21
percent of our consolidated copper production costs. An inability to procure sufficient energy at reasonable prices could adversely affect our profits, cash flow and
growth opportunities.

Our consolidated copper production costs are also affected by the prices of commodities we consume or use in our operations, such as sulphuric acid, grinding
media, steel, reagents, liners, tires, explosives and diluents. The prices of such commodities are influenced by supply and demand trends affecting the mining
industry in general and other factors outside our control and such prices are at times subject to volatile movements. Increases in the cost of these commodities could
make our operations less profitable. Increases in the costs of commodities that we consume or use may also significantly affect the capital costs of new projects.

Also refer to the environmental risk factor “Regulation of greenhouse gas emissions and climate change issues may increase our costs and adversely affect our
operations and markets” for discussion of the potential for increased energy costs.

In addition to the usual risks encountered in the m ining industry, our Indonesia operations involve ad ditional risks because they are located on
unusually difficult terrain in a very remote area.

The Grasberg minerals district is located in steep mountainous terrain in a remote area of Indonesia. Because of these conditions, we have had to overcome special
engineering difficulties and develop extensive infrastructure facilities. In addition, the area receives considerable rainfall, which has led to periodic floods and
mudslides. The mine site is also in an active seismic area and has experienced earth tremors from time to time. Our insurance may not sufficiently cover an
unexpected natural or operating disaster.

In April 2011, two PT Freeport Indonesia employees died in an accident when a portion of the Deep Ore Zone (DOZ) mine experienced an uncontrolled muck flow.
The area was temporarily shut down during the investigation of the accident.

In September 2008, a small scale failure encompassing approximately 75,000 metric tons of material occurred at our Grasberg open pit. There were no injuries or
property damage. The event caused a delay in our access to the
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high-grade section of the open pit and, as a result, a portion of the metal expected to be mined in the second half of 2008 was deferred to future periods.

In March 2006, a mud/topsoil slide involving approximately 75,000 metric tons of material occurred from a mountain ridge above service facilities supporting PT
Freeport Indonesia's mining facilities. Three contract workers were fatally injured in the event. The material damaged a mess hall and an adjacent area. As a result
of investigations by PT Freeport Indonesia and the Indonesian Department of Energy and Mineral Resources, we conducted geotechnical studies to identify and
address any potential hazards to workers and facilities from slides. The existing early warning system for potential slides, based upon rainfall and other factors, has
also been expanded.

In October 2003, a slippage of material occurred in a section of the Grasberg open pit, resulting in eight fatalities. In December 2003, a debris flow involving a
relatively small amount of loose material occurred in the same section of the open pit resulting in only minor property damage. The events caused us to alter our
short-term mine sequencing plans; normal production activities resumed in second-quarter 2004.

No assurance can be given that similar events will not occur in the future.

In addition to the usual risks encountered in the m ining industry, our Africa mining operation involve s additional risks because it is located inaremot e
area of the DRC.

The Tenke Fungurume minerals district is located in a remote area of the DRC and is subject to additional challenges, including:

« Severely limited infrastructure, including road, bridge and rail access that is in disrepair and receives minimal maintenance;

» Limited and possibly unreliable energy supply from antiquated equipment and from power distribution corridors that are not maintained;

¢ Challenges in obtaining experienced personnel;

e Security risks; and

e Limited health care in an area plagued by disease and other potential endemic health issues, including malaria, cholera and HIV.
Additionally, due to limited rail access, we currently truck a significant portion of the production from the Tenke mines approximately 1,900 miles to ports in South
Africa. The Tenke Fungurume minerals district and its future development may be substantially affected by factors beyond our control, which could adversely affect
their contribution to our operating results and increase the cost of future development.
The volume and grade of ore reserves that we recove  r and our rate of production may be more or less th an anticipated.
Our ore reserve amounts are determined in accordance with Industry Guide 7 as required by the Securities Exchange Age of 1934, and are estimates of the mineral
deposits that can be economically and legally extracted or produced at the time of the reserve determination. The determination of reserves involves numerous
uncertainties with respect to the ultimate geology of the ore bodies, including quantities, grades and recovery rates, and estimates may change as new data
becomes available. Estimating the quantity and grade of reserves requires us to determine the size, shape and depth or our ore bodies by analyzing geological data,
such as samplings of drill holes, tunnels and other underground workings. In addition to the geology of our mines, assumptions are required to determine the
economic feasibility of mining these reserves, including estimates of future commodity prices and demand, the mining methods we use and the related costs incurred
to develop and mine our reserves. A sustained decrease in commodity prices may result in a reduction in economically recoverable ore reserves. These factors may
result in variations in the volumes of mineral reserves that we report from period to period.
There are also uncertainties inherent in estimating quantities of ore reserves and copper recovered from mill and leach stockpiles. The quantity of copper delivered
to mill and leach stockpiles is based on surveyed volumes of mined material and daily production records. Sampling and assaying of blasthole cuttings determine the

estimated
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copper grade contained in the material delivered to the mill and leach stockpiles. Processes and recovery rates are monitored regularly, and recovery rate estimates
are adjusted periodically as additional information becomes available and as related technology changes. Accordingly, the volume and grade of ore reserves
recovered, rates of production and copper recovered from stockpiles may be less than anticipated.

We must continually replace reserves depleted by pr  oduction. Our exploration activities may not result in additional discoveries.

Our ability to replenish our ore reserves is important to our long-term viability. Produced ore reserves must be replaced by further delineation of existing ore bodies
or by locating new deposits in order to maintain production levels over the long term. Exploration is highly speculative in nature. Our exploration projects involve
many risks, require substantial expenditures and may not result in the discovery of sufficient additional mineral deposits that can be mined profitably. Once a site with
mineralization is discovered, it may take several years from the initial phases of drilling until production is possible, during which time the economic feasibility of
production may change. Substantial expenditures are required to establish recoverable proven and probable reserves and to construct mining and processing
facilities. As a result, there is no assurance that current or future exploration programs will be successful. There is a risk that depletion of reserves will not be offset
by discoveries or acquisitions.

Development projects are inherently risky and may r equire more capital than anticipated, which could a  dversely affect our business.

There are many risks and uncertainties inherent in all development projects. The economic feasibility of development projects is based on many factors, including
the accuracy of estimated reserves, metallurgical recoveries, capital and operating costs and estimated future prices of the relevant minerals. The capital
expenditures and time required to develop new mines or other projects are considerable, and changes in costs or construction schedules can adversely affect project
economics. Moreover, underground mining is generally more expensive than surface mining as a result of higher capital costs, including costs for modern mining
equipment and construction of extensive ventilation systems. Therefore, it is possible that actual costs and economic returns may differ materially from our
estimates. Refer to Item 7. “Management's Discussion and Analysis of Financial Condition and Results of Operations” for further discussion of our current
development projects.

New development projects have no operating history upon which to base estimates of future cash flow. These development projects also require the successful
completion of feasibility studies, acquisition of governmental permits, acquisition of land, power and water, and ensuring that appropriate community infrastructure is
developed by third parties to support such projects. It is possible that we could fail to obtain the government approvals necessary for the operation of a project, in
which case, the project may not proceed, either on its original timing or at all. It is not unusual for new mining operations to experience unexpected problems during
the start-up phase, resulting in delays in producing revenue and increases in capital expenditures.
The development of underground mines is subject to additional risks, including the following:

* Unanticipated geologic, geotechnical and hydrogeologic conditions;

¢ Challenges related to hiring and training personnel required for underground mining activities;

» Larger than expected dilution of ore associated with block caving and stoping mining methods; and

* Unanticipated delays in the development of major access and supporting infrastructure due to engineering changes, late delivery of critical components
and longer than planned construction periods.

Some of these risks could result in delays to production startup and a loss or reduction in minable tons. There can be no assurance that the occurrence of such
events or conditions would not have a material adverse impact on our business and results of operations.
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Environmental risks

Our operations are subject to complex and evolving environmental laws and regulation. Compliance with environmental regulatory requirements
involves significant costs and may constrain our ex pansion opportunities.

Our mining, development, exploration and production activities, both in the U.S. and internationally, are subject to extensive laws and regulations governing
occupational health, mine safety, generation, transportation and disposal of hazardous toxic substances, waste disposal, air emissions and water discharges,
remediation of the environment, protection of endangered and protected species, and other related matters. Compliance with these laws and regulations imposes
substantial costs, which we expect will continue to increase over time because of increased regulatory oversight, adoption of increasingly stringent environmental
standards, as well as other factors.

For example, under the Clean Air Act, EPA recently lowered the National Ambient Air Quality Standards (NAAQS) for sulfur dioxide. The area around our smelter in
Miami, Arizona, has sulfur dioxide levels in excess of the new standard, and the smelter is the primary contributor to those levels. As a result, we will be required to
limit the smelter’s operations or install expensive pollution control equipment that will significantly reduce those emissions. Additionally, any expansion of the smelter
will be constrained by, or be significantly more expensive because of, these new standards.

In addition, EPA has recently proposed rules that, if effective, would reclassify some mineral processing materials as “hazardous waste” under the Federal Resource
Conservation and Recovery Act, which would reverse long-standing EPA regulatory determinations and subject the industry to significant new and costly waste
management requirements.

We also believe there has generally been more aggressive application of the Endangered Species Act, resulting in increases in the number of protected species and
expansive designations of their critical habitat, which may make obtaining federal permits and securing additional water resources more time-consuming,
unpredictable and expensive.

Other regulation under consideration by environmental regulatory agencies include provisions that would impose additional restrictions on waterway discharges, and
regulate environmental impacts of radioactive materials associated with mining operations and expand regulation of solid wastes, among other things.

Adoption of these or similar new environmental regulations or more stringent application of existing regulations may materially increase our costs and constrain our
U.S. expansion opportunities.

In addition to compliance with environmental regula tion at our operating sites, we incur significant c osts for remediating environmental conditions on
properties that have not been operated in many year  s.

Freeport-McMoRan Corporation (FMC), and many of its affiliates and predecessor companies have been involved in exploration, mining, milling, smelting and
manufacturing in the U.S. for more than a century. Activities that occurred in the late 19th century and the 20th century prior to the advent of modern environmental
laws were not subject to environmental regulation and were conducted before American industrial companies understood the long-term effects of their operations on
the surrounding environment. With the passage of CERCLA in 1980, companies like FMC became legally responsible for environmental remediation on properties
previously owned or operated by them, irrespective of when the damage to the environment occurred or who caused it. That liability is often shared on a joint and
several basis with all other owners and operators, meaning that each owner or operator of the property is fully responsible for the clean-up, although in many cases
some or all of the other historical owners or operators no longer exist, do not have the financial ability to respond or cannot be found. As a result, because of our
acquisition of FMC in 2007, many of the subsidiary companies we now own are responsible for a wide variety of environmental remediation projects throughout the
U.S., and we expect to spend substantial sums annually for many years to address those remediation issues. We are also subject to claims where the release of
hazardous substances is alleged to have damaged natural resources. At December 31, 2012 , we had more than 100 active remediation projects (including
damaged natural resource claims) in the U.S. in 28 states.
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At December 31, 2012 , we had $1.2 billion recorded in our consolidated balance sheet for environmental obligations attributed to CERCLA or analogous state
programs and for estimated future costs associated with environmental matters at closed facilities or closed portions of certain operating facilities. Our environmental
obligation estimates are primarily based upon:

e Our knowledge and beliefs about complex scientific and historical facts and circumstances that in many cases involve events that occurred many
decades ago;

* Our beliefs and assumptions regarding the nature, extent and duration of remediation activities that we will be required to undertake and the estimated
costs of those remediation activities, which are subject to varying interpretations; and

* Our beliefs regarding the requirements that are imposed on us by existing laws and regulations and, in some cases, the expected clarification of
uncertain regulatory requirements that could materially affect our environmental obligation estimates.

Significant adjustments to these estimates are likely to occur in the future as additional information becomes available. The actual environmental costs ultimately
may exceed our current and future accruals for these costs, and any such changes could be material.

In addition, remediation standards imposed by EPA and state environmental agencies have generally become more stringent over time. For example, in some
cases, EPA has applied increasingly costly requirements regarding remediation of contaminated water bottom sediments. Continued application of these types of
standards could have an adverse impact on our ultimate cleanup costs at the Newtown Creek site in New York City. Additionally, imposition of more stringent
remediation standards poses a risk that additional remediation work could be required at sites that we have already remediated to the satisfaction of the responsible
governmental agencies, and may increase the risk of toxic tort litigation.

Refer to Note 13 for further discussion of our environmental obligations.

During 2012 , we incurred environmental capital expenditures and other environmental costs (including our joint venture partners' shares) to comply with applicable
environmental laws and regulations that affect our operations of $612 million , compared with $387 million in 2011 and $372 million in 2010 . For 2013 , we expect to
incur approximately $600 million of aggregate environmental capital expenditures and other environmental costs. The timing and amounts of estimated payments
could change as a result of changes in regulatory requirements, changes in scope and costs of reclamation activities, the settlement of environmental matters and as
actual spending occurs.

An adverse ruling in one or more pending legal proc eedings involving environmental matters could have a material adverse effect on us.

As described in Note 13, we are a defendant in numerous, and in some cases significant, litigation matters involving alleged environmental contamination, alleged
environmental toxic torts and complex interpretations of environmental regulations. An adverse ruling in one or more of those matters could have a material adverse
effect on our results of operations, financial condition and cash flow.

Our Indonesia mining operations create difficult an d costly environmental challenges, and future chang es in environmental laws, or unanticipated
environmental impacts from those operations, could require us to incur increased costs.

Mining operations on the scale of our Indonesia operations involve significant environmental risks and challenges. Our primary challenge is to dispose of the large
amount of crushed and ground rock material, called tailings, that results from the process by which we physically separate the copper-, gold- and silver-bearing
materials from the ore that we mine. Our tailings management plan, which has been approved by the Indonesian government, uses the river system near our mine to
transport the tailings to an engineered area in the lowlands where the tailings and natural sediments are managed in a deposition area. Lateral levees have been
constructed to help contain the footprint of the tailings and to limit their impact in the lowlands.
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Another major environmental challenge is managing overburden, which is the rock that must be moved aside in the mining process to reach the ore. In the presence
of air, water and naturally occurring bacteria, some overburden can generate acid rock drainage, or acidic water containing dissolved metals that, if not properly
managed, can adversely affect the environment.

From time to time, certain Indonesian government officials have raised questions with respect to our tailings and overburden management plans, including a
suggestion that we implement a pipeline system rather than our river transport system for tailings management and disposition. Because our Indonesia mining
operations are remotely located in steep mountainous terrain and in an active seismic area, a pipeline system would be costly, difficult to construct and maintain, and
more prone to catastrophic failure, and could therefore involve significant potentially adverse environmental issues. Based on our own studies and others conducted
by third parties, we do not believe that a pipeline system is necessary or practical.

In connection with obtaining our environmental approvals from the Indonesian government, we committed to perform a one-time environmental risk assessment on
the impacts of our tailings management plan. We completed this extensive environmental risk assessment with more than 90 scientific studies conducted over four
years and submitted it to the Indonesian government in December 2002. We developed the risk assessment study using internationally recognized methods with
input from an independent review panel, which included representatives from the Indonesian government, academia and non-governmental organizations. The risks
identified during this process were in line with our impact projections of the tailings management program contained in our environmental approval documents.

Since 2005, PT Freeport Indonesia has patrticipated in the Indonesian government's PROPER (Program for Pollution Control, Evaluation and Rating) program. The
last PROPER audit where the Indonesian Ministry of Environment issued PT Freeport Indonesia a rating was in 2010, for which a Blue rating was issued
acknowledging PT Freeport Indonesia's environmental management practices as being in compliance with the laws and regulations in Indonesia. In 2011, a
PROPER audit of PT Freeport Indonesia was performed, however the Indonesian Ministry of Environment did not issue a rating for PT Freeport Indonesia. A
PROPER audit of PT Freeport Indonesia was not performed in 2012 because of security conditions that existed.

Mine closure regulations impose substantial costs o n our operations.

Our U.S. operations are subject to various federal and state permitting requirements that include mine closure and mined-land reclamation obligations. These
requirements are complex and vary depending upon the jurisdiction. The laws govern the determination of the scope and cost of the closure and reclamation
obligations and the amount and forms of financial assurance sufficient to allow a third party to meet the obligations of those plans if we are unable to do so. In
general, our U.S. mines are required to review estimated closure and reclamation costs on either a periodic basis or at the time of significant permit modifications
and post increasing amounts of financial assurance as required. It is uncertain how potential EPA requirements for financial assurance will affect the timing of
periodic closure cost reviews or the scope of closure activities.

In July 2011, the Chilean senate passed legislation regulating mine closure, which became effective November 2012 and established new requirements for closure
plans. Our Chilean operations will be required to update closure plans and provide financial assurance for these obligations. Revised closure plans for our Chilean
mine sites are due in November 2014.

Cerro Verde is subject to regulation under the Mine Closure Law administered by the Peruvian Ministry of Energy and Mines. Under the closure regulations, mines
must submit a closure plan that includes the reclamation methods, closure cost estimates, methods of control and verification, closure and post-closure plans and
financial assurance. The updated closure plan for the Cerro Verde mine expansion must be submitted to the Peruvian regulatory authorities in December 2013.

In December 2009, PT Freeport Indonesia submitted its revised mine closure plan to the Department of Energy and Minerals Resources for review and has
addressed comments received during the course of this review process. In December 2010, the President of Indonesia issued a regulation regarding mine
reclamation and closure, which requires a company to provide a mine closure guarantee in the form of a time deposit placed in a state-owned bank in Indonesia. In
accordance with its COW, PT Freeport Indonesia is working with the Department of Energy and
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Mineral Resources to review these requirements, including discussions of other options for the mine closure guarantee.
We cannot predict at this time the cost of these closure plans or the levels or forms of financial assurance that may be required, which amounts could be substantial.

At December 31, 2012 , we had asset retirement obligations (AROs) of $1.1 billion recorded in our consolidated balance sheet. ARO cost estimates may increase or
decrease significantly in the future as a result of changes in closure regulations, changes in engineering designs and technology, permit modifications or updates,
changes in mine plans, inflation or other factors and as actual reclamation spending occurs. Refer to Note 13 for further discussion.

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

Many scientists believe that emissions from the combustion of carbon-based fuels contribute to greenhouse effects and, therefore, contribute to climate change. In
2012, our worldwide total greenhouse gas emissions, measured as carbon dioxide equivalent emissions, were approximately 10 million metric tons, divided between
direct (59 percent) and indirect (41 percent) emissions. Most of our direct emissions are from fuel combustion in haul trucks, followed by the combustion of fuels to
provide energy for roasting, smelting and other processes. Indirect emissions are generally the emissions of outside providers from whom we purchase electricity for
use in our operations. Our direct emissions are in Indonesia (54 percent), North America (28 percent), South America (11 percent), and Europe and Africa (7
percent). Our indirect emissions are in North America (73 percent), South America (24 percent) and Europe (3 percent).

A number of governments have introduced or are contemplating regulatory initiatives designed to control and reduce greenhouse gas emissions. In June 2010, the
EPA issued final regulations under the Clean Air Act for the control of greenhouse gases from new large stationary sources and major modifications to existing large
stationary sources. This and other federal greenhouse gas regulations have been challenged in judicial proceedings. Certain of our operations, including the Miami
smelter, could be materially affected by these regulations if plant expansions exceed applicable thresholds. In addition, anticipated future EPA regulations covering
large fossil fuel fired power plants may materially increase energy costs at our operations. The U.S. may also become a party to international agreements to reduce
greenhouse gas emissions, which could lead to new regulations affecting our U.S. operations. The December 1997 Kyoto Protocol established greenhouse gas
emission targets for developed countries that ratified the Protocol. In 2012, parties to the Kyoto Protocol agreed to a second commitment period beyond the original
December 2012 expiration date. Although the U.S. has not ratified the Kyoto Protocol, the U.S. continues to participate in global climate summits that may lead to an
agreement in the future.

Since 2006, we have participated in the Carbon Disclosure Project, which is a voluntary initiative that promotes standardized reporting of greenhouse gas emissions
and reduction efforts. In 2009, we formed a multi-departmental greenhouse gas task force to pursue ways to improve the energy efficiency of our operations and
reduce greenhouse gas emissions, including evaluating potential reductions in emissions from our haul trucks. However, because of longer and steeper mining hauls
as our open pits expand and deepen, and increases in use of electricity as we increase production capacity, we expect increases in our total greenhouse gas
emissions.

From a medium and long-term perspective, we are likely to experience increased costs relating to our greenhouse gas emissions as a result of regulatory initiatives
in the U.S. and other countries in which we operate. In addition, the cost of electricity that we purchase from others may increase if our suppliers incur increased
costs from the regulation of their greenhouse gas emissions. We cannot predict the magnitude of any increased costs at this time, given the wide scope of potential
regulatory changes in the many countries in which we operate.

The potential physical impacts of climate change on our operations are highly uncertain, and would vary by operation based on particular geographic circumstances.

These may include changes in rainfall patterns, water shortages, changing sea levels, changing storm patterns and intensities, and changing temperatures. These
effects may adversely impact the cost, production and financial performance of our operations.
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Other risks

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

Declines in the market price of copper, among other factors, could cause us to record lower of cost or market (LCM) inventory adjustments and could also result in a
write-down of the carrying value of long-lived assets, which would potentially have a material adverse impact on our results of operations and stockholders' equity,
but would have no effect on cash flows.

During fourth-quarter 2008, we concluded that the then-current economic environment and significant declines in copper and molybdenum prices represented
significant adverse changes in our business requiring us to evaluate our long-lived assets and goodwill for impairment. As a result, we recorded significant
impairment and LCM inventory charges. Refer to Item 6. "Selected Financial Data" for a summary of these charges.

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

We are a party to the litigation described in Note 13 and in Item 3. “Legal Proceedings” and a number of other litigation matters, including asbestos exposure cases,
disputes over the allocation of environmental remediation obligations at Superfund and other sites, disputes over water rights and disputes with regulatory
authorities. The outcome of litigation is inherently uncertain and adverse developments or outcomes can result in significant monetary damages, penalties or
injunctive relief against us, limitations on our property rights, or regulatory interpretations that increase our operating costs. If any of these disputes results in a
substantial monetary judgment against us or an adverse legal interpretation is settled on unfavorable terms, or otherwise affects our operations, it could have a
material adverse effect on our operating results and financial condition.

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

Our success depends in part on our ability to attract, retain and motivate senior management and other key employees. Achieving this objective may be difficult
because of many factors, including fluctuations in global economic and industry conditions, competitors' hiring practices, cost reduction activities, and the
effectiveness of our compensation programs. Competition for qualified personnel can be very intense. We must continue to recruit, retain and motivate senior
management and other key employees to maintain our current business and support our future projects. A loss of such personnel could prevent us from capitalizing
on business opportunities, and our operating results could be adversely affected.

Our holding company structure may impact your abili ty to receive dividends

We are a holding company with no material assets other than the capital stock of our subsidiaries. As a result, our ability to repay our indebtedness and pay
dividends is dependent on the generation of cash flow by our subsidiaries and their ability to make such cash available to us, by dividend, loan, debt repayment or
otherwise. Our subsidiaries do not have any obligation to make funds available to us to repay our indebtedness or pay dividends. Dividends from subsidiaries that
are not wholly owned are shared with other equity owners. Cash at our international operations is also subject to foreign withholding taxes upon repatriation into the
U.Ss.

In addition, our subsidiaries may not be able to, or be permitted to, make distributions to enable us to repay our indebtedness or pay dividends. Each of our
subsidiaries is a distinct legal entity and, under certain circumstances, legal and contractual restrictions, as well as the financial condition and operating requirements
of our subsidiaries, may limit our ability to obtain cash from our subsidiaries. Our rights to participate in any distribution of our subsidiaries' assets upon their
liquidation, reorganization or insolvency would generally be subject to the prior claims of the subsidiaries' creditors, including any trade creditors.
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Anti-takeover provisions in our charter documents a nd Delaware law may make an acquisition of us more difficult.
Anti-takeover provisions in our charter documents and Delaware law may make an acquisition of us more difficult. These provisions:

* Authorize our Board of Directors (the Board) to issue preferred stock without stockholder approval and to designate the rights, preferences and
privileges of each class; if issued, such preferred stock would increase the number of outstanding shares of our capital stock and could include terms
that may deter an acquisition of us;

» Establish advance notice requirements for nominations to the Board or for proposals that can be presented at stockholder meetings;

e Limit removal of directors for cause only;

¢ Limit who may call stockholder meetings; and

* Require the approval of the holders of two thirds of our outstanding common stock to enter into certain business combination transactions, subject to
certain exceptions, including if the consideration to be received by our common stockholders in the transaction is deemed to be a fair price.

These provisions may discourage potential takeover attempts, discourage bids for our common stock at a premium over market price or adversely affect the market
price of, and the voting and other rights of the holders of, our common stock. These provisions could also discourage proxy contests and make it more difficult for
stockholders to elect directors other than the candidates nominated by the Board.

In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General Corporation Law, which may
prohibit large stockholders from consummating a merger with, or acquisition of, us.

These provisions may deter an acquisition of us that might otherwise be attractive to stockholders.

Risks associated with the proposed acquisitions of Plains Exploration & Production Company (PXP)and M cMoRan Exploration Co. (MMR)

Our proposed acquisitions of PXP and MMR may presen t certain risks to our business and operations.

On December 5, 2012, we announced definitive merger agreements to acquire PXP and MMR. The proposed acquisitions present numerous risks, including the
following:

« The possibility that the expected benefits of each transaction may not materialize in the timeframe expected or at all, or may be more costly to achieve
than anticipated;

e That either or both of the transactions may not be timely completed, or completed at all;

«  Our ability to obtain financing required in connection with the transactions, and the increase in our indebtedness that would result from entering into such
financing;

* That prior to the completion of the transactions or thereafter, our business or the respective businesses of PXP and MMR may not perform as expected
due to transaction-related uncertainty or other factors;

e That the parties are unable to successfully implement integration strategies following closing of the transactions;

* That required approvals to consummate the mergers, including the required approvals of the stockholders of each of PXP and MMR, are not obtained or
other closing conditions are not satisfied in a timely manner or at all;
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e Stockholder reaction to the proposed acquisitions;

* Risks associated with the ownership and operation of oil and gas assets and the other assets of each of PXP and MMR, which differ from those in the
mining industry and include, among others, risks relating to oil and gas exploration, drilling and development (including ultra deep drilling) and operating
in the deep water of the Gulf of Mexico;

«  Our ability to retain key employees of each of the parties; and

«  Whether or not one or both of the transactions are completed, the proposed acquisitions may require diversion of the attention of our management and
other key employees from ongoing business activities, including the pursuit of other opportunities that could be beneficial to us.

In addition, we have incurred substantial costs in connection with the proposed acquisitions, a significant amount of which are required to be paid whether or not the
transactions are completed. One or more of these factors could negatively affect our business, financial condition or results of operations.

Refer to Note 1 for further discussion of the proposed acquisitions of PXP and MMR.

Pending litigation against us, PXP and MMR could re  sult in injunctions preventing completion of either or both of the proposed acquisitions and the
payment of damages in the event one or both of the transactions is completed.

In connection with the proposed acquisitions, stockholders of each of FCX, PXP and MMR have filed numerous derivative lawsuits against us and class action
lawsuits against us, PXP and MMR, among others. Among other remedies, the plaintiffs in these lawsuits seek to enjoin the proposed acquisitions. We may be
subject to additional stockholder lawsuits during the pendency of the proposed acquisitions. These lawsuits could prevent or delay completion of one or both of the
proposed acquisitions and result in substantial costs to us, including any costs associated with the indemnification of directors. The defense or settlement of any
lawsuit or claim that remains unresolved may adversely affect our business, financial condition or results of operations.

Refer to Note 13 for further discussion of shareholder litigation that could have a material adverse effect on our results of operations and financial condition.

Consummating the PXP merger, but failing to complet e the MMR merger could have consequences under the Clayton Antitrust Act (the Clayton Act) and
negatively affect the combined company's future bus iness and financial results.

If the PXP merger is completed, but the MMR merger is not completed, then the boards of directors and executive management of FCX and MMR may need to be
reconstituted in order to comply with the Clayton Act. Subject to certain de minimis exceptions, Section 8 of the Clayton Act prohibits individuals from serving as
directors or officers of two competing corporations when each corporation has capital, surplus and undivided profits in excess of $27.8 million. Currently, FCX and
MMR share overlapping board and management members, an overlap that is expected to continue even after the PXP merger is consummated, unless the MMR
merger is also consummated. In the event that the PXP merger closes without the MMR merger also closing, the U.S. Department of Justice or Federal Trade
Commission could investigate whether the combined company and MMR are competitors for purposes of the Clayton Act, and could seek to eliminate the interlock
by securing resignation of the interlocked individuals or by pursuing injunctive relief. Private plaintiffs could also bring suits against the combined company seeking
an injunction against the interlock. The potential distraction from operations, loss of key executive talent and cost of litigation could adversely affect the combined
company's business, financial condition or result of operations.

Item 1B. Unresolved Staff Comments.

Not applicable.
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Item 3. Legal Proceedings.

We are involved in numerous legal proceedings that arise in the ordinary course of our business or are associated with environmental issues arising from legacy
operations conducted over the years by Freeport-McMoRan Corporation (FMC) and its affiliates. We are also involved periodically in inquiries, investigations and
other proceedings initiated by or involving government agencies, some of which may result in adverse judgments, settlements, fines, penalties, injunctions or other
relief. Management does not believe, based on currently available information, that the outcome of any legal proceeding will have a material adverse effect on our
financial condition; although individual outcomes could be material to our operating results for a particular period, depending on the nature and magnitude of the
outcome and the operating results for the period. Below is a discussion of our material water rights legal proceedings. Refer to Note 13 for discussion of our other
material legal proceedings.

Water Rights

Our operations in the western United States (U.S.) require significant quantities of water for mining, ore processing and related support facilities. Continuous
operation of our mines is dependent on our ability to maintain our water rights and claims and the continuing physical availability of the water supplies. In the arid
western U.S., water rights are often contested, and disputes over water rights are generally time-consuming, expensive and not necessarily dispositive unless they
resolve both actual and potential claims. The loss of a water right, loss of continued use of a currently available water supply, or inability to expand our water
resources could materially and adversely affect our mining operations by significantly increasing the cost of water, forcing us to curtail operations, preventing us from
expanding operations or forcing premature closures, thereby increasing and/or accelerating costs and foregoing profitable operations.

At our North America operations, certain of our water supplies are supported by surface water rights, which give us the right to use public waters for a statutorily
defined beneficial use at a designated location. In Arizona, we are a participant in two active general stream adjudications in which, for over 30 years, the Arizona
courts have been attempting to quantify and prioritize surface water claims for two of the state's largest river systems, which affect four of our operating mines
(Morenci, Safford, Sierrita and Miami). The legal precedent set in these proceedings may also affect our Bagdad mine. Groundwater has historically been treated
differently from surface water under Arizona law, which has generally allowed land owners to pump at will, subject to the doctrine of reasonable use. However, court
decisions in one of the adjudications have concluded that groundwater pumping may affect surface water, thereby bringing the pumping within the jurisdiction of the
general stream adjudications. The effort to define the boundaries between groundwater and surface water remains contested, however, and is currently the principal
focus of one of those adjudications. Because groundwater accounts for approximately 40 percent of Arizona's water supplies, the re-characterization of any
significant portion of that water as surface water could jeopardize the ability of consumers, farmers, ranchers, municipalities, and industrial users like us, to continue
to access water supplies that have been relied on for decades. Because we are a significant user of groundwater in Arizona, we are an active participant in the
adjudication proceedings.

In Re the General Adjudication of All Rights to Use Water in the Little Colorado Water System and Sources , Apache County, Superior Court, No. 6417, filed on or
about February 17, 1978. The principal parties, in addition to us, include: the state of Arizona; the Salt River Project; the Arizona Public Service Company; the
Navajo Nation, the Hopi Indian Tribe; the San Juan Southern Paiute Tribe; and the U.S. on behalf of those tribes, on its own behalf, and on behalf of the White
Mountain Apache Tribe.

In Re The General Adjudication of All Rights to Use Water in the Gila River System and Sources ,

Maricopa County, Superior Court, Cause Nos. W-1 (Salt), W-2 (Verde), W-3 (Upper Gila), and W-4 (San Pedro). This case was originally initiated in 1974 with the
filing of a petition with the Arizona State Land Department and was consolidated and transferred to the Maricopa County Superior Court in 1981. The principal
parties, in addition to us, include: the state of Arizona; the Gila Valley Irrigation District; the Franklin Irrigation District; the San Carlos Irrigation and Drainage District;
the Salt River Project; the San Carlos Apache Tribe; the Gila River Indian Community (GRIC); and the U.S. on behalf of those tribes, on its own behalf, and on behalf
of the White Mountain Apache Tribe, the Fort McDowell Mohave-Apache Indian Community, the Salt River Pima-Maricopa Indian Community, and the Payson
Community of Yavapai Apache Indians.
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The Maricopa County Superior Court issued a decision in 2005 in the Gila River adjudication that directed the Arizona Department of Water Resources (ADWR) to
prepare detailed recommendations regarding the delineation of the “sub-flow” zone of the San Pedro River basin, a tributary of the Gila River. According to the court,
the sub-flow zone is the subsurface area adjacent to the river where the court may find that groundwater is connected to the surface water such that groundwater
pumping may reduce surface flows. Although we have minimal interests in the San Pedro River basin, a decision that re-characterizes groundwater in that basin as
surface water may set a precedent for other river systems in Arizona that could have material implications for many commercial, industrial, municipal and agricultural
users of groundwater, including our Arizona operations.

ADWR produced its recommendations in June 2009, and those recommendations were objected to by numerous parties on both sides of the issue. ADWR
responded to those objections in January 2011. Following a three-day hearing held in late January 2012, at which various parties provided testimony and oral
argument regarding the strengths and weaknesses of ADWR's technical approach to characterizing underground flows as groundwater or surface water, the court
directed ADWR to submit a further report detailing the additional work it deemed necessary to properly delineate the San Pedro River basin subflow zone. On
October 12, 2012, the court issued an order instructing ADWR to conduct additional technical work and issue revised subflow zone maps for the San Pedro River
basin. On October 17, 2012, the Arizona Supreme Court announced the appointment of a replacement for the judge who had presided over the case for more than
10 years as a result of his appointment to the federal bankruptcy court. The new presiding judge is the fourth judge to preside over the case since its inception
almost 40 years ago. On January 10, 2013, the new presiding judge heard oral arguments regarding the additional work to be performed by ADWR in order to
develop revised subflow zone maps for the San Pedro River basin and issued an order instructing ADWR to complete additional technical work and submit a new
report by April 1, 2014. Given the legal and technical complexity of this adjudication, its long history, and its long-term legal, economic and political implications, it is
difficult to predict the timing or the outcome of this issue or of the overall adjudication. If we are unable to satisfactorily resolve the issues being addressed in this
adjudication, our ability to pump groundwater could be diminished or curtailed, and our operations at Morenci, Safford, Sierrita, Miami and Bagdad could be
adversely affected.

Prior to January 1, 1983, various Indian tribes filed suits in the U.S. District Court in Arizona claiming superior rights to water being used by many other water users,
including us, and claiming damages for prior use in derogation of their allegedly superior rights. These federal proceedings have been stayed pending the Arizona
Superior Court adjudications.

In 1998, we and several other parties entered into a water rights settlement agreement with GRIC, one of the largest claimants in the Gila River Adjudication, that
was later included in a comprehensive water rights settlement under the Arizona Water Settlements Act of 2004. Finalization of the GRIC settlement is subject to
contingencies, and the comprehensive settlement has been challenged by other parties. If we are unable to resolve the contingencies in the GRIC settlement and
defeat the third-party challenges, our water rights in the Gila River watershed could be diminished, and our operations at Morenci, Safford, Sierrita and Miami could
be adversely affected.

United States v. Gila Valley Irrigation District , United States District Court, District of Arizona, was initiated in 1925 by the U.S. to settle conflicting claims to water
rights in portions of the Gila River watershed. A decree settling the claims of various parties was entered in 1935, after we were dismissed from the case without
prejudice. In 1988, GRIC intervened, challenging uses of water in the Gila River watershed, which may affect our ability to divert water from Eagle Creek, Chase
Creek or the San Francisco River for operation of our Morenci mine, pursuant to decreed rights and an agreement between us and the Gila Valley Irrigation District.
Our Morenci operations also purchased farm lands with water rights in 1997, 1998 and 2008 that could be affected by the outcome of this proceeding. Impairment of
our water claims in the Gila River watershed could adversely affect the operations of our Morenci and Safford mines.

Item 4. Mine Safety Disclosures.

The safety and health of all employees is our highest priority. Management believes that safety and health considerations are integral to, and compatible with, all
other functions in the organization and that proper safety and health management will enhance production and reduce costs. Our approach towards the health and
safety of our workforce is to continuously improve performance through implementing robust management systems and providing adequate training, safety incentive
and occupational health programs.

61




Table of Contents

Our objective is zero work place injuries and occupational illnesses. We measure progress toward achieving our objective against regularly established benchmarks,
including measuring company-wide Total Recordable Incident Rates (TRIR). During 2012, our TRIR (including contractors) was 0.58 per 200,000 man-hours worked,
compared to the preliminary metal mining sector industry average reported by the U.S. Mine Safety and Health Administration (MSHA) for 2012 of 2.25 per 200,000
man-hours worked. Our TRIR (including contractors) was 0.61 per 200,000 man-hours worked in 2011 and 0.65 per 200,000 man-hours worked in 2010 , compared
to MSHA'’s metal mining sector industry average of 2.29 per 200,000 man-hours worked in 2011 and 2.53 per 200,000 man-hours worked in 2010 .

Refer to Exhibit 95.1 for mine safety disclosures required in accordance with Section 1503(a) of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Executive Officers of the Registrant.

Certain information as of February 15, 2013 , about our executive officers is set forth in the following table and accompanying text:

Name Age Position or Office

James R. Moffett 74 Chairman of the Board

Richard C. Adkerson 66 Director, President and Chief Executive Officer

Michael J. Arnold 60 Executive Vice President and Chief Administrative Officer
Kathleen L. Quirk 49 Executive Vice President, Chief Financial Officer and Treasurer

James R. Moffett has served as Chairman of the Board since May 1992. Mr. Moffett previously served as the Chief Executive Officer from July 1995 until December
2003. He has also served as Co-Chairman of the Board of McMoRan Exploration Co. (MMR) since September 1998, and President and Chief Executive Officer
since May 2010.

Richard C. Adkerson has served as President since January 2008 and also from April 1997 to March 2007, Chief Executive Officer since December 2003 and a
director since October 2006. Mr. Adkerson previously served as Chief Financial Officer from October 2000 to December 2003. Mr. Adkerson has also served as Co-
Chairman of the Board of MMR since September 1998.

Michael J. Arnold has served as Executive Vice President since March 2007 and Chief Administrative Officer since December 2003.

Kathleen L. Quirk has served as Executive Vice President since March 2007, Chief Financial Officer since December 2003 and Treasurer since February 2000. Ms.

Quirk previously served as Senior Vice President from December 2003 to March 2007. Ms. Quirk has also served as the Senior Vice President of MMR since April
2002 and as Treasurer since January 2000.
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PART II
Iltem 5. Market for Registrant’'s Common Equity, Rel  ated Stockholder Matters and Issuer Purchases of Eq  uity Securities.
Unregistered Sales of Equity Securities
None.
Common Stock

Our common shares trade on the New York Stock Exchange (NYSE) under the symbol “FCX.” The FCX share price is reported daily in the financial press under
“FMCG” in most listings of NYSE securities. The table below shows the NYSE composite tape common share price ranges during 2012 and 2011 :

2012 2011
High Low High Low
First Quarter $48.96 $36.76 $61.35 $46.20
Second Quarter $39.43 $31.16 $58.75 $46.06
Third Quarter $43.65 $31.08 $56.78 $30.37
Fourth Quarter $42.89 $30.54 $43.50 $28.85

At February 15, 2013 , there were 15,844 holders of record of our common stock.
Common Stock Dividends

The declaration of dividends is at the discretion of the FCX Board of Directors (the Board) and will depend on our financial results, cash requirements, future
prospects and other factors deemed relevant by the Board. In February 2012, the Board authorized an increase in the cash dividend on our common stock to the
current annual rate of $1.25 per share ($0.3125 per share quarterly). The Board also authorized a supplemental common stock dividend that was paid in June 2011.
Below is a summary of dividends on FCX common stock for 2012 and 2011 :

2012
Per Share
Amount Record Date Payment Date

First Quarter $0.25 01/13/2012 02/01/2012

Second Quarter $0.3125 04/13/2012 05/01/2012

Third Quarter $0.3125 07/13/2012 08/01/2012

Fourth Quarter $0.3125 10/15/2012 11/01/2012

2011
Per Share
Amount Record Date Payment Date

First Quarter $0.25 01/15/2011 02/01/2011
Second Quarter $0.25 04/15/2011 05/01/2011
Supplemental Dividend $0.50 05/15/2011 06/01/2011
Third Quarter $0.25 07/15/2011 08/01/2011
Fourth Quarter $0.25 10/15/2011 11/01/2011

On December 26, 2012, the Board declared a regular quarterly dividend of $0.3125 per share, which was paid on February 1, 2013, to common stockholders of
record at the close of business on January 15, 2013.
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Issuer Purchases of Equity Securities

The following table sets forth information with respect to shares of FCX common stock purchased by us during the three months ended December 31, 2012:

Period

(a) Total
Number of
Shares Purchased

(b) Average

Price Paid Per Share

(c) Total Number of
Shares Purchased as Part of
Publicly Announced Plans or

Programs ®

(d) Maximum Number of Shares That

May

Yet Be Purchased Under the Plans or

Programs ®

October 1-31, 2012
November 1-30, 2012
December 1-31, 2012
Total

a.

64

23,685,500
23,685,500
23,685,500
23,685,500

On July 21, 2008, the Board approved an increase in our open-market share purchase program for up to 30 million shares. The program does not have an expiration date.
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Item 6. Selected Financial Data.

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

Years Ended December 31,

2012 2011 2010 2009 2008
FCX CONSOLIDATED FINANCIAL DATA (In millions, except per share amounts)
Revenues $ 18,010 $ 20,880 $ 18982 $ 15,040 $ 17,796
Operating income (loss) 5814 °° 9,140 ° 9,068 6,503 °¢ (12,710) °°¢
Net income (loss) 3,980 5,747 5,544 3,534 (10,450)
Net income (loss) attributable to FCX common stockholders 3,041 ot 4,560 bt 4,273 f 2,527 oot (11,341) oot
Basic net income (loss) per share attributable to FCX common stockholders $ 3.20 $ 4.81 $ 467 $ 3.05 $ (14.86)
Basic weighted-average common shares outstanding 949 947 915 829 763
Diluted net income (loss) per share attributable to FCX common stockholders ~ $ 319 ¥ s 478 " 4.57 f $ 293 ' $ (14.86) oot
Diluted weighted-average common shares outstanding 954 955 949 938 763
Dividends declared per share of common stock $ 1.25 $ 1.50 $ 1125 $ 0.075 $ 0.6875
Operating cash flows " 3,774 6,620 6,273 4,397 3,370
Capital expenditures 3,494 2,534 1,412 1,587 2,708
At December 31:
Cash and cash equivalents $ 3,705 $ 4,822 $ 3,738 $ 2,656 $ 872
Property, plant, equipment and development costs, net 20,999 18,449 16,785 16,195 16,002
Total assets 35,440 32,070 29,386 25,996 23,353
Total debt, including current portion 3,527 3,537 4,755 6,346 7,351
Total FCX stockholders’ equity 17,543 15,642 12,504 9,119 5,773

The selected consolidated financial data shown above is derived from our audited consolidated financial statements. These historical results are not necessarily
indicative of results that you can expect for any future period. You should read this data in conjunction with Management’'s Discussion and Analysis of Financial
Condition and Results of Operations and our Consolidated Financial Statements and Notes thereto contained in this annual report.

a. Includes a gain of $59 million ( $31 million to net income attributable to common stockholders or $0.03 per share) for the settlement of the insurance claim for business interruption

and property damage relating to the 2011 incidents affecting PT Freeport Indonesia's concentrate pipelines.

b. Includes charges totaling $16 million ( $8 million to net income attributable to common stockholders or $0.01 per share) associated with labor agreement costs at Candelaria in
2012 and $116 million ( $50 million to net income attributable to common stockholders or $0.05 per share) primarily associated with bonuses for new labor agreements and other
employee costs at PT Freeport Indonesia, Cerro Verde and El Abra in 2011 .

c. Includes charges totaling $23 million ($18 million to net income attributable to common stockholders or $0.02 per share) associated with restructuring charges in 2009 and $17.0
billion ($12.7 billion to net loss attributable to common stockholders or $16.60 per share) associated with impairment and restructuring charges in 2008.

d. Includes charges for lower of cost or market inventory adjustments totaling $19 million ($15 million to net income attributable to common stockholders or $0.02 per share) in 2009
and $782 million ($479 million to net loss attributable to common stockholders or $0.63 per share) in 2008.

e. Includes purchase accounting impacts related to the acquisition of FMC totaling $1.0 billion ($622 million to net loss attributable to common stockholders or $0.82 per share).

Includes net losses on early extinguishment and conversion of debt totaling $149 million ( $0.16 per share) in 2012 , $60 million ( $0.06 per share) in 2011, $71 million ( $0.07 per
share) in 2010, $43 million ( $0.04 per share) in 2009 and $5 million ( $0.01 per share) in 2008; 2008 also includes charges totaling $22 million ($0.03 per share) associated with
privately negotiated transactions to induce conversion of a portion of our 5%2% Convertible Perpetual Preferred Stock into FCX common stock.

Includes a net tax credit of $98 million , net of noncontrolling interests ( $0.11 per share), associated with adjustments to Cerro Verde's deferred income taxes in 2012, and a tax
charge of $49 million , net of noncontrolling interests ( $0.05 per share), for additional taxes associated with Cerro Verde's election to pay a special mining burden during the
remaining term of its current stability agreement in 2011.

Net of working capital uses and other tax payments totaling $1.4 billion in 2012 , $461 million in 2011 , $834 million in 2010, $770 million in 2009 and $965 million in 2008.
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FREEPORT-McMoRan COPPER & GOLD INC.
SELECTED FINANCIAL AND OPERATING DATA (Continued)

Years Ended December 31,

2012 2011 2010 2009 2008
FCX CONSOLIDATED MINING OPERATING DATA
Copper (recoverable)
Production (millions of pounds) 3,663 3,691 3,908 4,103 4,030
Production (thousands of metric tons) 1,662 1,674 1,773 1,861 1,828
Sales, excluding purchases (millions of pounds) 3,648 3,698 3,896 4,111 4,066
Sales, excluding purchases (thousands of metric tons) 1,655 1,678 1,767 1,865 1,844
Average realized price per pound $ 3.60 $ 3.86 $ 3.59 $ 2.60 $ 2.69
Gold (thousands of recoverable ounces)
Production 958 1,383 1,886 2,664 1,291
Sales, excluding purchases 1,010 1,378 1,863 2,639 1,314
Average realized price per ounce $ 1665 $ 1583 $ 12711 g 993  $ 861
Molybdenum (millions of recoverable pounds)
Production 85 83 72 54 73
Sales, excluding purchases 83 79 67 58 71
Average realized price per pound $ 1426 3 1698 $ 1647 g 1236 $ 30.55
NORTH AMERICA COPPER MINES
Operating Data, Net of Joint Venture Interest
Copper (recoverable)
Production (millions of pounds) 1,363 1,258 1,067 1,147 1,430
Production (thousands of metric tons) 618 571 484 520 649
Sales, excluding purchases (millions of pounds) 1,351 1,247 1,085 1,187 1,434
Sales, excluding purchases (thousands of metric tons) 613 566 492 538 650
Average realized price per pound $ 364 % 399 % 342 3 238 % 3.07
Molybdenum (millions of recoverable pounds)
Production 36 35 25 25 30
100% Operating Data
Solution extraction/electrowinning (SX/EW) operations
Leach ore placed in stockpiles (metric tons per day) 998,600 888,300 648,800 589,400 1,095,200
Average copper ore grade (percent) 0.22 0.24 0.24 0.29 0.22
Copper production (millions of recoverable pounds) 866 801 746 859 943
Mill operations
Ore milled (metric tons per day) 239,600 222,800 189,200 169,900 249,600
Average ore grade (percent):
Copper 0.37 0.38 0.32 0.33 0.40
Molybdenum 0.03 0.03 0.03 0.02 0.02
Copper recovery rate (percent) 83.9 83.1 83.0 86.0 82.9
Copper production (millions of recoverable pounds) 592 549 398 364 599
SOUTH AMERICA MINING
Copper (recoverable)
Production (millions of pounds) 1,257 1,306 1,354 1,390 1,506
Production (thousands of metric tons) 570 592 614 631 683
Sales (millions of pounds) 1,245 1,322 1,335 1,394 1,521
Sales (thousands of metric tons) 565 600 606 632 690
Average realized price per pound $ 358 3 377 % 368 3 270 % 257
Gold (thousands of recoverable ounces)
Production 83 101 93 92 114
Sales 82 101 93 90 116
Average realized price per ounce $ 1673 3% 1580 3 1,263 g 982 $ 853
Molybdenum (millions of recoverable pounds)
Production 8 10 7 2 3
SX/EW operations
Leach ore placed in stockpiles (metric tons per day) 229,300 245,200 268,800 258,200 279,700
Average copper ore grade (percent) 0.55 0.50 0.41 0.45 0.45
Copper production (millions of recoverable pounds) 457 439 504 565 560
Mill operations
Ore milled (metric tons per day) 191,400 189,200 188,800 181,300 181,400
Average ore grade:
Copper (percent) 0.60 0.66 0.65 0.66 0.75
Gold (grams per metric ton) 0.10 0.12 0.10 0.10 0.13

Molybdenum (percent) 0.02 0.02 0.02 0.02 0.02
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Copper production (millions of recoverable pounds) 800 867 850 825 946
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INDONESIA MINING
Operating Data, Net of Joint Venture Interest
Copper (recoverable)
Production (millions of pounds)
Production (thousands of metric tons)
Sales (millions of pounds)
Sales (thousands of metric tons)
Average realized price per pound
Gold (thousands of recoverable ounces)
Production
Sales
Average realized price per ounce
100% Operating Data
Ore milled (metric tons per day): *
Grasberg open pit
Deep Ore Zone underground mine
Big Gossan underground mine
Total
Average ore grade:
Copper (percent)
Gold (grams per metric ton)
Recovery rates (percent):
Copper
Gold
Production (recoverable):
Copper (millions of pounds)
Gold (thousands of ounces)
AFRICA MINING

Copper (recoverable)
Production (millions of pounds)
Production (thousands of metric tons)
Sales (millions of pounds)
Sales (thousands of metric tons)

Average realized price per pound
Cobalt (millions of contained pounds)

Production

Sales

Average realized price per pound

Ore milled (metric tons per day)

Average ore grade (percent):

Copper
Cobalt

Copper recovery rate (percent)
MOLYBDENUM OPERATIONS

Molybdenum (millions of recoverable pounds)

Production

Sales, excluding purchases °

Average realized price per pound
Henderson molybdenum mine

Ore milled (metric tons per day)

Average molybdenum ore grade (percent)

Molybdenum production (millions of recoverable pounds)

e o T o

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

Years Ended December 31,

Results for 2009 represent mining operations that began production in March 2009.

Includes sales of molybdenum produced at our North and South America copper mines.

Amounts represent the approximate average daily throughput processed at PT Freeport Indonesia’s mill facilities from each producing mine.

Includes production of 7 million pounds from the Climax molybdenum mine, which began commercial operations in May 2012.

2012 2011 2010 2009 2008
695 846 1,222 1,412 1,094
315 384 554 640 496
716 846 1,214 1,400 1,111
325 384 551 635 504
3.58 38 $ 369 g 2.65 2.36
862 1,272 1,786 2,568 1,163
915 1,270 1,765 2,543 1,182
1,664 1,583 $ 1,271 $ 994 861
118,800 112,900 149,800 166,300 129,800
44,600 51,700 79,600 72,000 63,100
1,600 1,500 800 — —
165,000 166,100 230,200 238,300 192,900
0.62 0.79 0.85 0.98 0.83
0.59 0.93 0.90 1.30 0.66
88.7 88.3 88.9 90.6 90.1
75.7 81.2 81.7 83.7 79.9
695 882 1,330 1,641 1,109
862 1,444 1,964 2,984 1,163
348 281 265 154 —
158 127 120 70 =
336 283 262 130 —
152 128 119 59 —
351 .74 $ 345  $ 2.85 —
26 25 20 — —
25 25 20 — —
783 999 3 10.95 — —
13,000 11,100 10,300 7,300 —
3.62 3.41 3.51 3.69 —
0.37 0.40 0.40 — —
92.4 92,5 91.4 92.1 —
41 38 40 27 40
83 79 67 58 71
14.26 1698 % 1647  $ 12.36 30.55
20,800 22,300 22,900 14,900 24,100
0.23 0.24 0.25 0.25 0.23
34 38 40 27 40
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Ratio of Earnings to Fixed Charges

For the ratio of earnings to fixed charges calculation, earnings consist of income (loss) from continuing operations before income taxes, noncontrolling interests in
consolidated subsidiaries, equity in affiliated companies’ net earnings, cumulative effect of accounting changes and fixed charges. Fixed charges include interest and
that portion of rent deemed representative of interest. For the ratio of earnings to fixed charges and preferred stock dividends calculation, we assumed that our
preferred stock dividend requirements were equal to the pre-tax earnings that would be required to cover those dividend requirements. We computed those pre-tax
earnings using the effective tax rate for each year. Our ratio of earnings to fixed charges was as follows for the years presented:

Years Ended December 31,

2012 2011 2010 2009 2008
Ratio of earnings to fixed charges 19.8x 20.7x 16.3x 9.3x -2
Ratio of earnings to fixed charges
and preferred stock dividends 19.8x 20.7x 13.9x 6.1x -t

a. As aresult of the loss recorded in 2008, the ratio coverage was less than 1:1. We would have needed to generate additional earnings of $13.4 billion to achieve coverage of 1:1 in
2008.

b. As aresult of the loss recorded in 2008, the ratio coverage was less than 1:1. We would have needed to generate additional earnings of $13.8 billion to achieve coverage of 1:1 in
2008.
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Iltems 7. and 7A. Management's Discussion and Analy  sis of Financial Condition and Results of Operation s and Quantitative and Qualitative Disclosures
About Market Risk.

In Management'’s Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative Disclosures About Market Risk, “we,”
“us” and “our” refer to Freeport-McMoRan Copper & Gold Inc. (FCX) and its consolidated subsidiaries. The results of operations reported and summarized below are
not necessarily indicative of future operating results (refer to “Cautionary Statement” for further discussion). References to “Notes” are Notes included in our Notes to
Consolidated Financial Statements. Throughout Management's Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and
Qualitative Disclosures About Market Risk, all references to earnings or losses per share are on a diluted basis, unless otherwise noted.

PROPOSED ACQUISTIONS

In December 2012, we announced definitive agreements to acquire, in separate transactions, Plains Exploration & Production Company (PXP) and McMoRan
Exploration Co. (MMR). Completion of each transaction is subject to receipt of PXP and MMR stockholder approval of their respective transaction, regulatory
approvals (including United States (U.S.) antitrust clearance under the Hart-Scott-Rodino Act) and other customary conditions. On December 26, 2012, the U.S.
Federal Trade Commission granted early termination of the Hart-Scott-Rodino waiting period with respect to both transactions. The PXP transaction is not
conditioned on the closing of the MMR transaction, and the MMR transaction is not conditioned on the closing of the PXP transaction. PXP and MMR shareholder
meetings to approve the respective transactions will be scheduled upon the effectiveness of the respective registration statements filed with the U.S. Securities and
Exchange Commission. The transactions are expected to close in second-quarter 2013, subject to satisfaction of all conditions to closing.

Additionally in January 2013, FCX, through a newly formed joint venture, entered into a definitive agreement to acquire a cobalt chemical refinery in Kokkola,
Finland, and the related sales and marketing business. The acquisition is subject to customary closing conditions, including regulatory approvals, and is expected to
close in second-quarter 2013.

The information contained in Management's Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative Disclosures
about Market Risk does not reflect our acquisitions of PXP, MMR or the cobalt chemical business. Refer to Notes 1 and 20 for further discussion of these proposed
acquisitions.

OVERVIEW

We are one of the world’s largest copper, gold and molybdenum mining companies in terms of reserves and production. Our portfolio of assets includes the
Grasberg minerals district in Indonesia, significant mining operations in North and South America, and the Tenke Fungurume (Tenke) minerals district in the
Democratic Republic of Congo (DRC). The Grasberg minerals district contains one of the largest copper and gold reserves in the world based on the latest available
reserve data provided by third-party industry consultants. We also operate Atlantic Copper, our wholly owned copper smelting and refining unit in Spain.

We have significant reserves, resources and future development opportunities within our portfolio of assets. At December 31, 2012 , our estimated consolidated
recoverable proven and probable reserves totaled 116.5 billion pounds of copper, 32.5 million ounces of gold and 3.42 billion pounds of molybdenum, which were
determined using long-term average prices of $2.00 per pound for copper, $750 per ounce for gold and $10 per pound for molybdenum. Refer to “Critical Accounting
Estimates — Mineral Reserves” for further discussion.
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A summary of our consolidated copper, gold and molybdenum production for the year 2012 by geographic location follows:

Copper Gold Molybdenum
North America 37% 1% 91% *
South America 34% 9% 9%
Indonesia 19% 90% N/A
Africa 10% N/A N/A

a. For 2012, 53 percent of our consolidated molybdenum production in North America was from the Henderson and Climax primary molybdenum mines. The Climax molybdenum
mine began commercial production in May 2012.

Copper production from the Grasberg, Morenci and Cerro Verde mines totaled 50 percent of our consolidated copper production in 2012 . Refer to “Operations” for
further discussion of our mining operations.

We are progressing on major development projects, including the development of the underground ore bodies at Grasberg, and the expansion projects at Morenci
and Cerro Verde. Studies are also under way to evaluate a major mill project at El Abra and various mill projects to process significant sulfide ore in North America.
The advancement of these studies is designed to position us to invest in production growth within our existing portfolio of assets. Refer to “Operations” for further
discussion of our current operating and development activities.

At December 31, 2012 , we had $3.7 billion in consolidated cash and $3.5 billion in long-term debt. In February 2012, we sold $3.0 billion in senior notes in three
tranches with a weighted average interest rate of approximately three percent. We used the proceeds from this offering, plus cash on hand, to redeem the remaining
$3.0 billion of our 8.375% Senior Notes. Refer to "Capital Resources and Liquidity - Financing Activities" and to Note 9 for further discussion of these transactions.

In February 2013, we entered into a new senior unsecured revolving credit facility, which will refinance and replace our existing revolving credit facility upon
completion of the proposed acquisition of PXP. No amounts are currently available to us under the new revolving credit facility. Refer to Note 20 for further
discussion.

In February 2012, our Board of Directors (the Board) authorized an increase in the cash dividend on our common stock to an annual rate of $1.25 per share
($0.3125 per share quarterly), and we paid dividends on our common stock totaling $1.1 billion in 2012. Refer to Note 11 for further discussion.

At current copper prices, we expect to produce significant operating cash flows, and to use our cash to invest in our development projects and return cash to
shareholders through dividends on our common stock.

Refer to “Consolidated Results” for discussion of items impacting our consolidated results for the years ended December 31, 2012 , 2011 and 2010 .

OUTLOOK

We view the long-term outlook for our business positively, supported by limitations on supplies of copper and by the requirements for copper in the world’s economy.
We will continue to adjust our operating strategy as market conditions change. Our financial results vary as a result of fluctuations in market prices for copper, gold
and molybdenum and other factors. World market prices for these commodities have fluctuated historically and are affected by numerous factors beyond our control.
Because we cannot control the price of our products, the key measures that management focuses on in operating our business are sales volumes, unit net cash
costs and operating cash flow. Discussion of the outlook for each of these measures follows.
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Sales Volumes. Following are our projected consolidated sales volumes for 2013 and actual consolidated sales volumes for 2012 :

2013 2012
(Projected) (Actual)

Copper (millions of recoverable pounds):
North America copper mines 1,445 1,351
South America mining 1,325 1,245
Indonesia mining 1,120 716
Africa mining 410 336
4,300 3,648

Gold (thousands of recoverable ounces):
Indonesia mining 1,240 915
North and South America mining 140 95
1,380 1,010
Molybdenum  (millions of recoverable pounds) 90 ° 83

a. Includes projected sales of 40 million pounds of molybdenum produced at our North and South America copper mines.

Projected copper sales for 2013 are expected to be higher than 2012 sales, primarily reflecting access to higher grade ore in Indonesia and South America and
higher production in North America and Africa. Projected 2013 gold sales volumes are expected to be higher than 2012 , primarily reflecting higher ore grades at
Grasberg. Molybdenum sales in 2013 are expected to be higher than 2012 , primarily reflecting higher production from our Climax molybdenum mine. Projected
sales volumes are dependent on a number of factors, including achievement of targeted mining rates, the successful operation of production facilities, the impact of
weather conditions and other factors.

Unit Net Cash Costs. We expect to gain access to higher grade ore at Grasberg in late 2013 , which will result in higher copper and gold production volumes
(approximately 29 percent of 2013 consolidated copper sales volumes and 37 percent of consolidated gold sales volumes are expected in fourth-quarter 2013 ).
Quarterly unit net cash costs vary with fluctuations in sales volumes and average realized prices for gold and molybdenum, and are expected to be lower in late 2013
as we gain access to higher grade ore at Grasberg. Assuming average prices of $1,700 per ounce of gold and $11 per pound of molybdenum and achievement of
current 2013 sales volume and cost estimates, consolidated unit net cash costs (net of by-product credits) are expected to average $1.35 per pound in 2013 . The
impact of price changes in 2013 on consolidated unit net cash costs would approximate $0.015 per pound for each $50 per ounce change in the average price of
gold and $0.015 per pound for each $2 per pound change in the average price of molybdenum. Refer to “Consolidated Results — Production and Delivery Costs” for
further discussion of consolidated production and delivery costs.

Operating Cash Flows. Our operating cash flows vary with prices realized from copper, gold and molybdenum sales, our sales volumes, production costs, income
taxes and other working capital changes and other factors. Based on current sales volumes and cost estimates and assuming average prices of $3.65 per pound of
copper, $1,700 per ounce of gold and $11 per pound of molybdenum in 2013, consolidated operating cash flows, excluding results of pending acquisitions, are
estimated to approximate $7 billion in 2013 (including an estimated $450 million from net working capital sources and other tax payments). Projected operating cash
flows for the year 2013 also reflect estimated taxes of $2.6 billion (refer to “Consolidated Results — Provision for Income Taxes” for discussion of our projected
annual consolidated effective tax rate for 2013 ). The impact of price changes in 2013 on operating cash flows would approximate $350 million for each $0.10 per
pound change in the average price of copper, $55 million for each $50 per ounce change in the average price of gold and $110 million for each $2 per pound change
in the average price of molybdenum.
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COPPER, GOLD AND MOLYBDENUM MARKETS

World prices for copper, gold and molybdenum can fluctuate significantly. During the period from January 2003 through January 2013, the London Metal Exchange
(LME) spot copper price varied from a low of $0.70 per pound in 2003 to a record high of $4.60 per pound in February 2011; the London Bullion Market Association
(London) gold price fluctuated from a low of $320 per ounce in 2003 to a record high of $1,895 per ounce in September 2011; and the Metals Week Molybdenum
Dealer Oxide weekly average price ranged from a low of $3.28 per pound in 2003 to a high of $39.25 per pound in 2005. Copper, gold and molybdenum prices are
affected by numerous factors beyond our control as described further in our “Risk Factors” contained in Part I, Item 1A of our Form 10-K for the year ended
December 31, 2012 .

Historical LME Copper Prices
Through January 31, 2013
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This graph presents LME spot copper prices and combined reported stocks of copper at the LME, the New York Mercantile Exchange (COMEX) and the Shanghai
Futures Exchange from January 2003 through January 2013. From 2006 through most of 2008, limited supplies, combined with growing demand from China and
other emerging economies, resulted in high copper prices and low levels of inventories. In late 2008, slowing consumption, turmoil in the U.S. financial markets and
concerns about the global economy led to a sharp decline in copper prices, which reached a low of $1.26 per pound in December 2008. Higher copper prices since
that time are attributable to a combination of continuing demand from developing economies and pro-growth monetary and fiscal policy decisions in Europe, China
and the U.S. During 2012 , LME spot copper prices ranged from $3.29 per pound to $3.93 per pound, averaged $3.61 per pound and closed at $3.59 per pound on
December 31, 2012 . Global exchange inventories increased during the second half of 2012, but remain low and represent less than two weeks of global demand.

We believe the underlying long-term fundamentals of the copper business remain positive, supported by the significant role of copper in the global economy and a
challenging supply environment. Future copper prices are expected to be volatile and are likely to be influenced by demand from China and emerging markets,
economic activity in the U.S. and other industrialized countries, the timing of the development of new supplies of copper and production levels of mines and copper
smelters. The LME spot copper price closed at $3.72 per pound on February 15, 2013 .
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London Gold Prices
Through January 31, 2013
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This graph presents London PM gold prices from January 2003 through January 2013. During 2012 , gold prices ranged from $1,540 per ounce to $1,792 per ounce,
averaging $1,669 per ounce and closing at $1,658 per ounce on December 31, 2012 . We believe the outlook for gold remains positive amid an uncertain outlook for

global growth and the prospects for future inflation associated with accommodative monetary policies and elevated sovereign debt levels. Gold prices closed at
$1,612 per ounce on February 15, 2013 .

Metals Week Molybdenum Dealer Oxide Prices
Through January 31, 2013
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This graph presents the Metals Week Molybdenum Dealer Oxide weekly average price from January 2003 through January 2013. In late 2008, molybdenum prices
declined significantly as a result of the financial market turmoil and a decline in demand. During 2012 , the weekly average price of molybdenum ranged from $10.90
per pound to $14.80 per pound, averaged $12.74 per pound and was $11.60 per pound on December 31, 2012 . Average Metals Week Molybdenum Dealer Oxide
prices were lower in 2012 , compared with 2011 , reflecting weaker demand and cautious buying activity. The Metals Week Molybdenum Dealer Oxide weekly
average price was $11.27 per pound on February 15, 2013 .
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CRITICAL ACCOUNTING ESTIMATES

Management’s Discussion and Analysis of Financial Condition and Results of Operations is based on our consolidated financial statements, which have been
prepared in conformity with generally accepted accounting principles (GAAP) in the U.S. The preparation of these statements requires that we make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses. We base these estimates on historical experience and on assumptions
that we consider reasonable under the circumstances; however, reported results could differ from those based on the current estimates under different assumptions
or conditions. The areas requiring the use of management's estimates are also discussed in Note 1 under the subheading “Use of Estimates.” Management has
reviewed the following discussion of its development and selection of critical accounting estimates with the Audit Committee of our Board.

Mineral Reserves . Recoverable proven and probable reserves are the part of a mineral deposit that can be economically and legally extracted or produced at the
time of the reserve determination. The determination of reserves involves numerous uncertainties with respect to the ultimate geology of the ore bodies, including
quantities, grades and recovery rates. Estimating the quantity and grade of reserves requires us to determine the size, shape and depth of our ore bodies by
analyzing geological data, such as samplings of drill holes, tunnels and other underground workings. In addition to the geology of our mines, assumptions are
required to determine the economic feasibility of mining these reserves, including estimates of future commodity prices and demand, the mining methods we use and
the related costs incurred to develop and mine our reserves. Our estimates of recoverable proven and probable reserves are prepared by and are the responsibility
of our employees. A majority of these estimates are reviewed annually and verified by independent experts in mining, geology and reserve determination.

At December 31, 2012 , our consolidated recoverable proven and probable reserves included 116.5 billion pounds of copper, 32.5 million ounces of gold and 3.42
billion pounds of molybdenum, which were determined using long-

term average prices of $2.00 per pound for copper, $750 per ounce for gold and $10.00 per pound for molybdenum, consistent with the prices used at year-end
2011 and 2010. The following table summarizes changes in our estimated consolidated recoverable proven and probable copper, gold and molybdenum reserves
during 2012 and 2011 :

Copper Gold Molybdenum

(billion (million (billion

pounds) ounces) pounds)
Consolidated reserves at December 31, 2010 120.5 35.5 3.39
Net additions/revisions 2.9 (0.2) 0.11
Production 3.7) (1.4) (0.08)
Consolidated reserves at December 31, 2011 119.7 33.9 3.42
Net additions/revisions 0.5 (0.4) 0.08
Production 3.7) (1.0) (0.08)
Consolidated reserves at December 31, 2012 116.5 325 3.42

Refer to Note 18 for further information regarding estimated recoverable proven and probable reserves.

As discussed in Note 1, we depreciate our life-of-mine mining and milling assets and values assigned to proven and probable reserves using the unit-of-production
(UOP) method based on our estimated recoverable proven and probable reserves, and also have other assets that are depreciated on a straight-line basis over their
estimated useful lives. Because the economic assumptions used to estimate reserves change from period to period and additional geological data is generated
during the course of operations, estimates of reserves may change, which could have a significant impact on our results of operations, including changes to
prospective depreciation rates and asset carrying values. Excluding impacts associated with changes in the levels of finished goods inventories and based on
projected copper sales volumes for 2013, if estimated copper reserves at our mines were 10 percent higher at December 31, 2012 , we estimate that our annual
depreciation, depletion and amortization expense for 2013 would decrease by $49 million ($25 million to net income attributable to common stockholders), and a 10
percent decrease in copper reserves would increase depreciation, depletion and amortization expense by $60 million ($32 million to net income attributable to
common stockholders). We perform annual assessments of our existing assets in connection with the review of mine operating and development plans. If it is
determined that
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assigned asset lives do not reflect the expected remaining period of benefit, any change could affect prospective depreciation rates.

As discussed below and in Note 1, we review and evaluate our long-lived assets for impairment when events or changes in circumstances indicate that the related
carrying amount of such assets may not be recoverable, and changes to our estimates of recoverable proven and probable reserves could have an impact on our
assessment of asset recoverability.

Recoverable Copper in Stockpiles . We record, as inventory, applicable costs for copper contained in mill and leach stockpiles that are expected to be processed in
the future based on proven processing technologies. Mill and leach stockpiles are evaluated periodically to ensure that they are stated at the lower of cost or market.
Accounting for recoverable copper from mill and leach stockpiles represents a critical accounting estimate because (i) it is impracticable to determine copper
contained in mill and leach stockpiles by physical count, thus requiring management to employ reasonable estimation methods and (ii) recovery rates from leach
stockpiles can vary significantly. The quantity of material delivered to mill and leach stockpiles is based on surveyed volumes of mined material and daily production
records. Sampling and assaying of blasthole cuttings determine the estimated copper grade contained in the material delivered to the mill and leach stockpiles.

Expected copper recovery rates for mill stockpiles are determined by metallurgical testing. The recoverable copper in mill stockpiles, once entered into the
production process, can be produced into copper concentrate almost immediately.

Expected copper recovery rates for leach stockpiles are determined using small-scale laboratory tests, small- to large-scale column testing (which simulates the
production-scale process), historical trends and other factors,

including mineralogy of the ore and rock type. Ultimate recovery of copper contained in leach stockpiles can vary significantly from a low percentage to more than 90
percent depending on several variables, including type of copper recovery, mineralogy and particle size of the rock. For newly placed material on active stockpiles,
as much as 70 percent of the copper ultimately recoverable may be extracted during the first year, and the remaining copper may be recovered over many years.

Processes and recovery rates are monitored regularly, and recovery rate estimates are adjusted periodically as additional information becomes available and as
related technology changes. Adjustments to recovery rates will typically result in a future impact to the value of the material removed from the stockpiles at a revised
weighted-average cost per pound of recoverable copper. During third-quarter 2012, we completed an assessment of estimated future recovery rates within the
current mine plan at our Chino leaching operations resulting in a downward revision of those rates and a corresponding reduction of 594 million pounds of estimated
recoverable copper in leach stockpiles at Chino. At December 31, 2012 , estimated consolidated recoverable copper was 2.9 billion pounds in leach stockpiles (with
a carrying value of $2.9 billion ) and 1.4 billion pounds in mill stockpiles (with a carrying value of $719 million ).

Environmental Obligations . Our mining, exploration, production and historical operating activities are subject to stringent laws and regulations governing the
protection of the environment, and compliance with those laws requires significant expenditures. Environmental expenditures are expensed or capitalized, depending
upon their future economic benefits. The guidance provided by U.S. GAAP requires that liabilities for contingencies be recorded when it is probable that obligations
have been incurred and the cost can be reasonably estimated. Refer to Note 1 for discussion of our accounting policy for environmental expenditures.

Accounting for environmental obligations represents a critical accounting estimate because changes to environmental laws and regulations and/or circumstances
affecting our operations could result in significant changes to our estimates, which could have a significant impact on our results of operations. We perform a
comprehensive annual review of our environmental obligations and also review changes in facts and circumstances associated with these obligations at least
quarterly. Judgments and estimates are based upon available facts, existing technology, presently enacted laws and regulations, remediation experience, whether or
not we are a potentially responsible party (PRP), the ability of other PRPs to pay their allocated portions and take into consideration reasonably possible outcomes.
Our cost estimates can change substantially as additional information becomes available regarding the nature or extent of site contamination, updated cost
assumptions (including increases and decreases to cost estimates), changes in the anticipated scope and timing of remediation activities, the settlement of
environmental matters, required remediation methods and actions by or against governmental agencies or private parties.
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At December 31, 2012, environmental obligations recorded in our consolidated balance sheet totaled $1.2 billion , which reflect obligations for environmental
liabilities attributed to the Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA) or analogous state programs and for estimated
future costs associated with environmental matters.

Following is a summary of changes in our estimated environmental obligations for the years ended December 31 (in millions):

2012 2011 2010
Balance at beginning of year $ 1,453 $ 1,422 $ 1,464
Accretion expense ? 80 88 97
Additions 70 132 19
Reductions * (182) (68) —
Spending (199) (121) (158)
Balance at end of year $ 1,222 $ 1,453 $ 1,422

a. Represents accretion of the fair value of environmental obligations assumed in the acquisition of Freeport-McMoRan Corporation (FMC), which were determined on a discounted
cash flow basis.

b. Reductions primarily reflected adjustments for changes in the anticipated scope and timing of environmental remediation projects and the settlement of environmental matters.

Refer to Note 13 for further discussion of environmental obligations.

Reclamation and Closure Costs . Reclamation is an ongoing activity that occurs throughout the life of a mine. We record the fair value of our estimated asset
retirement obligations (AROs) associated with tangible long-lived assets in the period incurred. Fair value is measured as the present value of cash flow estimates
after considering inflation and then applying a market risk premium. Our cost estimates are reflected on a third-party cost basis and comply with our legal obligation
to retire tangible long-lived assets in the period incurred. These cost estimates may differ from financial assurance cost estimates for reclamation activities because
of a variety of factors, including obtaining updated cost estimates for reclamation activities, the timing of reclamation activities, changes in scope and the exclusion of
certain costs not considered reclamation and closure costs. Refer to Note 1 for further discussion of our accounting policy for reclamation and closure costs.

Generally, ARO activities are specified by regulations or in permits issued by the relevant governing authority, and management judgment is required to estimate the
extent and timing of expenditures based on life-of-mine planning. Accounting for reclamation and closure costs represents a critical accounting estimate because (i)
we will not incur most of these costs for a number of years, requiring us to make estimates over a long period, (ii) reclamation and closure laws and regulations could
change in the future and/or circumstances affecting our operations could change, either of which could result in significant changes to our current plans, (iii)
calculating the fair value of our AROs requires management to estimate projected cash flows, make long-term assumptions about inflation rates, determine our
credit-adjusted, risk-free interest rates and determine market risk premiums that are appropriate for our operations and (iv) given the magnitude of our estimated
reclamation and closure costs, changes in any or all of these estimates could have a significant impact on our results of operations.

At least annually, we review our ARO estimates for changes in the projected timing of certain reclamation costs, changes in cost estimates and additional AROs
incurred during the period. Following is a summary of changes in our AROs for the years ended December 31 (in millions):

2012 2011 2010
Balance at beginning of year $ 921 % 856 % 731
Liabilities incurred 6 9 5
Revisions to cash flow estimates * 211 48 105
Accretion expense 55 58 54
Spending (47) (49) (38)
Foreign currency translation adjustment — (1) (1)
Balance at end of year $ 1146 % 21 % 856

a. Reuvisions to cash flow estimates are primarily related to updated closure plans that included revised cost estimates and accelerated timing of certain closure activities.
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Refer to Note 13 for further discussion of reclamation and closure costs.

Deferred Taxes . In preparing our annual consolidated financial statements, we estimate the actual amount of taxes currently payable or receivable as well as
deferred tax assets and liabilities attributable to temporary differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred income tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which
these temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates or laws is recognized in
income in the period in which such changes are enacted.

A valuation allowance is provided for those deferred tax assets for which it is more likely than not that the related benefits will not be realized. In determining the
amount of the valuation allowance, we consider estimated future taxable income as well as feasible tax planning strategies in each jurisdiction. If we determine that
we will not realize all or a portion of our deferred tax assets, we will increase our valuation allowance. Conversely, if we determine that we will ultimately be able to
realize all or a portion of the related benefits for which a valuation allowance has been provided, all or a portion of the related valuation allowance will be reduced.

Our valuation allowances totaled $2.4 billion at December 31, 2012 and 2011 , and covered all of our U.S. foreign tax credit carryforwards, and a portion of our
foreign net operating loss carryforwards, U.S. state net operating loss carryforwards, U.S. state deferred tax assets, U.S. capital loss carryforwards and U.S.
minimum tax credit carryforwards. These valuation allowances include $82 million at December 31, 2012 , and $80 million at December 31, 2011 , for tax benefits
that, if recognized, would be credited directly to other comprehensive income.

Refer to Note 12 for further discussion.

Impairment of Assets. We evaluate our long-lived assets (to be held and used) for impairment when events or changes in circumstances indicate that the related
carrying amount of such assets may not be recoverable. In evaluating our long-lived assets for recoverability, estimates of after-tax undiscounted future cash flows of
our individual mining operations are used, with impairment losses measured by reference to fair value. As quoted market prices are unavailable for our individual
mining operations, fair value is determined through the use of discounted estimated future cash flows. The estimated cash flows used to assess recoverability of our
long-lived assets and measure fair value of our mining operations are derived from current business plans, which are developed using near-term price forecasts
reflective of the current price environment and management's projections for long-term average metal prices. In addition to near and long-term metal price
assumptions, other key assumptions include commodity-based and other input costs; proven and probable reserves, including the timing and cost to develop and
produce the reserves; and the use of appropriate escalation and discount rates.

Because the cash flows used to assess recoverability of our long-lived assets and measure fair value of our mining operations require us to make several estimates
and assumptions that are subject to risk and uncertainty, changes in these estimates and assumptions could result in the impairment of our long-lived asset values.
Events that could result in impairment of our long-lived assets include, but are not limited to, decreases in future metal prices, decreases in estimated recoverable
proven and probable reserves and any event that might otherwise have a material adverse effect on mine site production levels or costs.

Refer to Note 4 for further discussion.
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CONSOLIDATED RESULTS

Years Ended December 31,

2012 2011 2010
Financial Data (in millions, except per share amounts)
Revenues *° $ 18,010 $ 20,880 $ 18,982
Operating income * 5,814 cde 9,140 °° 9,068 °
Net income attributable to FCX common stockholders ° 3,041 cdeoh 4,560 ceoh 4,273 ©°
Diluted net income per share attributable to FCX
common stockholders * $ 3.19 cdeoh $ 4.78 ceoh $ 457 ©°
Diluted weighted-average common shares outstanding 954 955 949
Mining Operating Data
Copper (recoverable)
Production (millions of pounds) 3,663 3,691 3,908
Sales, excluding purchases (millions of pounds) 3,648 3,698 3,896
Average realized price per pound $ 3.60 $ 3.86 $ 3.59
Site production and delivery costs per pound $ 2.00 $ 1.72 $ 1.40
Unit net cash costs per pound $ 1.48 $ 1.01 $ 0.79
Gold (recoverable)
Production (thousands of ounces) 958 1,383 1,886
Sales, excluding purchases (thousands of ounces) 1,010 1,378 1,863
Average realized price per ounce $ 1,665 $ 1,583 $ 1,271
Molybdenum (recoverable)
Production (millions of pounds) 85 83 72
Sales, excluding purchases (millions of pounds) 83 79 67
Average realized price per pound $ 14.26 $ 16.98 $ 16.47

a. Referto Note 17 for a summary of revenues and operating income by business segment.

b. Includes the impact of adjustments to provisionally priced concentrate and cathode sales recognized in prior years. Refer to “Revenues” and “Disclosures About Market Risks —
Commodity Price Risk” for further discussion.

c. Includes net (credits) charges for adjustments to environmental obligations and related litigation reserves totaling $(62) million ( $(40) million to net income attributable to common
stockholders or $(0.04) per share) in 2012 , $107 million ( $86 million to net income attributable to common stockholders or $0.09 per share) in 2011 and $19 million ( $15 million
to net income attributable to common stockholders or $0.02 per share) in 2010.

d. Includes a gain of $59 million ( $31 million to net income attributable to common stockholders or $0.03 per share) for the settlement of the insurance claim for business interruption
and property damage relating to the 2011 incidents affecting PT Freeport Indonesia's concentrate pipelines.

e. Includes charges totaling $16 million ( $8 million to net income attributable to common stockholders or $0.01 per share) associated with labor agreement costs at Candelaria in
2012, and $116 million ( $50 million to net income attributable to common stock or $0.05 per share) primarily associated with bonuses for new labor agreements and other
employee costs at PT Freeport Indonesia, Cerro Verde and El Abra in 2011 .

f.  We defer recognizing profits on intercompany sales until final sales to third parties occur. Refer to "Operations - Atlantic Copper Smelting & Refining" for a summary of net impacts
from changes in these deferrals.

g. Includes net losses on early extinguishment of debt totaling $149 million ( $0.16 per share) in 2012, $60 million ( $0.06 per share) in 2011, and $71 million ( $0.07 per share) in
2010. Refer to Note 9 for further discussion.

h.  The 2012 period includes a net tax credit of $98 million , net of noncontrolling interests ( $0.11 per share), associated with adjustments to Cerro Verde's deferred income taxes.
The 2011 period includes a tax charge of $49 million , net of noncontrolling interests ( $0.05 per share), for additional taxes associated with Cerro Verde's election to pay a special
mining burden during the remaining term of its current stability agreement. Refer to Note 12 and "Provision for Income Taxes" below for further discussion of these amounts.

i.  Reflects per pound weighted-average production and delivery costs and unit net cash costs (net of by-product credits) for all copper mines, before net noncash and other costs.
For reconciliations of the per pound costs by operating division to production and delivery costs applicable to sales reported in our consolidated financial statements, refer to
“Operations — Unit Net Cash Costs” and to “Product Revenues and Production Costs.”
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Revenues

Consolidated revenues totaled $18.0 billion in 2012, $20.9 billion in 2011 and $19.0 billion in 2010, and included the sale of copper concentrates, copper cathodes,
copper rod, gold, molybdenum and other metals by our North and South America copper mines, the sale of copper concentrates (which also contain significant
quantities of gold and silver) by our Indonesia mining operations, the sale of copper cathodes and cobalt hydroxide by our Africa mining operations, the sale of
molybdenum in various forms by our Molybdenum operations, and the sale of copper cathodes, copper anodes, and gold in anodes and slimes by Atlantic Copper.
Our mining revenues for 2012 included sales of copper ( 79 percent ), gold ( 10 percent ) and molybdenum ( 7 percent ).

Following is a summary of year-to-year changes in our consolidated revenues (in millions):

2012 2011
Consolidated revenues — prior year $ 20,880 $ 18,982

(Lower) higher price realizations from mining operations:

Copper (948) 999

Gold 82 430

Molybdenum (225) 40

Silver (44) 121

Cobalt (54) (24)
(Lower) higher sales volumes from mining operations:

Copper (194) (711)

Gold (583) (616)

Molybdenum 61 206

Silver (38) 27

Cobalt (6) 59
Favorable (unfavorable) impacts of net adjustments for prior year

provisionally priced sales 132 4)
(Lower) higher purchased copper (469) 299
(Lower) higher Atlantic Copper revenues (275) 493
Other, including intercompany eliminations (309) 579

Consolidated revenues — current year $ 18010 $ 20,880

Price Realizations
Our consolidated revenues can vary significantly as a result of fluctuations in the market prices of copper, gold, molybdenum, silver and cobalt. Following is a
summary of our average realized prices for the years ended December 31:

2012 2011 2010
Copper (per pound) $ 360 $ 386 $ 3.59
Gold (per ounce) $ 1,665 $ 1583 $ 1,271
Molybdenum (per pound) $ 1426 $ 16.98 $ 16.47
Silver (per ounce) $ 30.06 $ 36.24 $ 21.40
Cobalt (per pound) $ 783 $ 999 $ 10.95

Sales Volumes

2012 Compared with 2011 . Consolidated sales volumes totaled 3.65 billion pounds of copper, 1.0 million ounces of gold and 83 million pounds of molybdenum in
2012 , compared with 3.70 billion pounds of copper, 1.4 million ounces of gold and 79 million pounds of molybdenum in 2011 . Lower consolidated copper and gold
sales volumes in 2012 primarily reflected lower volumes in Indonesia and South America, partly offset by increased copper production in North America and Africa.
Refer to “Operations” for further discussion of sales volumes at our operating divisions.

2011 Compared with 2010 . Consolidated sales volumes totaled 3.70 billion pounds of copper, 1.4 million ounces of gold and 79 million pounds of molybdenum in
2011, compared with 3.90 billion pounds of copper, 1.9 million ounces of gold and 67 million pounds of molybdenum in 2010 . Lower consolidated copper sales
volumes in 2011 primarily reflected lower sales volumes in Indonesia, partly offset by higher sales volumes in North America. Lower consolidated gold sales volumes
primarily reflected lower production in Indonesia. Copper and gold sales for 2011 were impacted by PT Freeport Indonesia labor disruptions in fourth-quarter 2011.
Higher consolidated molybdenum sales volumes in 2011 primarily reflected improved demand.
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Provisionally Priced Copper Sales

Substantially all of our copper concentrate and cathode sales contracts provide final copper pricing in a specified future month (generally one to four months from the
shipment date) based primarily on quoted LME monthly average spot copper prices (refer to “Disclosures About Market Risks — Commaodity Price Risk” for further
discussion). Following are the favorable (unfavorable) impacts of net adjustments to the prior years' provisionally priced copper sales for the years ended December
31 (in millions, except per share amounts):

2012 2011 2010
Revenues $ 101 $ 12) $ (24)
Net income attributable to FCX common stockholders $ 43 3 5) $ (10)
Net income per share of FCX common stock $ 0.05 $ (0.01) $ (0.01)

Provisionally priced sales adjustments also reflected adjustments to provisionally priced gold sales resulting in a favorable impact of $4 million in 2012, an
unfavorable impact of $13 million in 2011 and a favorable impact of less than $1 million in 2010.

Purchased Copper
From time to time, we purchase copper cathode for processing by our Rod & Refining segment when production from our North America copper mines does not
meet customer demand.

Atlantic Copper Revenues
The decrease in Atlantic Copper’s revenues in 2012, compared with 2011, primarily reflected lower gold volumes. The increase in Atlantic Copper's revenues in
2011, compared with 2010, primarily reflected higher copper and gold revenues associated with higher prices.

Production and Delivery Costs

2012 Compared with 2011

Consolidated production and delivery costs totaled $10.4 billion in 2012 , compared with $9.9 billion in 2011 . Higher production and delivery costs for 2012 primarily
reflected higher costs at our mining operations, partly offset by lower costs of concentrate purchases at Atlantic Copper associated with lower copper prices and
lower volumes and lower costs of cathode purchases in North America.

Consolidated unit site production and delivery costs, before net noncash and other costs, for our copper mining operations averaged $2.00 per pound of copper in
2012 , compared with $1.72 per pound of copper in 2011 . Higher unit site production and delivery costs in 2012 primarily reflected lower copper sales volumes in
Indonesia and higher mining costs in North and South America. Assuming achievement of current 2013 volume and cost estimates, consolidated site production and
delivery costs are expected to average $1.89 per pound of copper for 2013 . Lower projected unit site production and delivery costs for 2013, compared to 2012,
primarily reflect the benefit of increased projected copper volumes at Grasberg. Refer to “Operations — Unit Net Cash Costs” for further discussion of unit net cash
costs associated with our operating divisions, and to “Product Revenues and Production Costs” for reconciliations of per pound costs by operating division to
production and delivery costs applicable to sales reported in our consolidated financial statements.

Our copper mining operations require significant energy, principally diesel, electricity, coal and natural gas. Energy costs approximated 21 percent of our
consolidated copper production costs in 2012 , and included purchases of approximately 255 million gallons of diesel fuel; 6,800 gigawatt hours of electricity at our
North America, South America and Africa copper mining operations (we generate all of our power at our Indonesia mining operation); 700 thousand metric tons of
coal for our coal power plant in Indonesia; and 1 million MMBTU (million British thermal units) of natural gas at certain of our North America mines. For 2013 , we
estimate energy costs will approximate 21 percent of our consolidated copper production costs.

2011 Compared with 2010

Consolidated production and delivery costs totaled $9.9 billion in 2011 , compared with $8.3 billion in 2010 . Higher production and delivery costs for 2011 primarily
reflect increased mining and milling activities in North America, higher input costs at our mining operations, higher costs of concentrate purchases at Atlantic Copper
associated with higher copper and gold prices, and higher costs of copper cathode purchases in North America associated with higher copper prices.
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Consolidated unit site production and delivery costs, before net noncash and other costs, for our copper mining operations averaged $1.72 per pound of copper in
2011, compared with $1.40 per pound of copper in 2010 . Higher unit site production and delivery costs in 2011 primarily reflected lower copper sales volumes in
Indonesia and increased mining and input costs in North and South America and Africa. Consolidated site production and delivery costs in 2011 also included $116
million ($0.03 per pound) primarily related to bonuses for new labor agreements and other employee costs in Indonesia and South America.

Depreciation, Depletion and Amortization

Consolidated depreciation, depletion and amortization expense totaled $1.2 billion in 2012 and $1.0 billion in 2011 and 2010 . Depreciation will vary under the UOP
method as a result of changes in sales volumes and the related UOP rates at our individual mines. Higher depreciation, depletion and amortization expense in 2012
primarily reflected additions of assets depreciated on a straight-line basis in North and South America.

Selling, General and Administrative Expenses

Consolidated selling, general and administrative expenses totaled $431 million in 2012 , $415 million in 2011 and $381 million in 2010 . Higher selling, general and
administrative expenses in 2012 , compared with 2011 , primarily reflected transaction costs associated with pending acquisitions. Higher selling, general and
administrative expenses in 2011, compared with 2010, primarily reflected higher charitable contributions.

Exploration and Research Expenses

Consolidated exploration and research expenses totaled $285 million in 2012 , $271 million in 2011 and $143 million in 2010 . We are actively conducting exploration
activities near our existing mines with a focus on opportunities to expand reserves that will support additional future production capacity in the large mineral districts
where we currently operate. Favorable exploration results indicate opportunities for what we believe could be significant future potential reserve additions in North
and South America and in the Tenke minerals district. The drilling data in North America continues to indicate the potential for expanded sulfide production.

For 2013, exploration and research expenditures are expected to total approximately $275 million , including approximately $235 million for exploration. Exploration
activities will continue to focus primarily on the potential for future reserve additions in our existing minerals districts. Approximately one third of the 2013 budget is
associated with greenfield exploration projects.

Environmental Obligations and Shutdown Costs

Environmental obligation costs (credits) reflect net revisions to our long-term environmental obligations, which will vary from period to period because of changes to
environmental laws and regulations, the settlement of environmental matters and/or circumstances affecting our operations that could result in significant changes in
our estimates (refer to "Critical Accounting Estimates - Environmental Obligations" for further discussion). Shutdown costs include care and maintenance costs and
any litigation, remediation or related expenditures associated with closed facilities or operations.

Environmental obligations and shutdown costs totaled a net credit of $(22) million in 2012 , and net charges of $134 million in 2011 and $19 million in 2010 . Refer to
Note 13 for further discussion of environmental obligations and litigation matters.

Gain on Insurance Settlement
Gain on insurance settlement totaled $59 million ( $31 million to net income attributable to common stockholders or $0.03 per share) and reflected the settlement of
the insurance claim for business interruption and property damage relating to the 2011 incidents affecting PT Freeport Indonesia's concentrate pipelines.

Interest Expense, Net

Consolidated interest expense (excluding capitalized interest) totaled $267 million in 2012 , $421 million in 2011 and $528 million in 2010 . The reduction in interest
expense primarily reflects the impact of the first-quarter 2012 refinancing transaction and the impact of debt repayments during 2011 and 2010 (refer to Note 9 for
discussion of debt repayments).

Capitalized interest is primarily related to our development projects and totaled $81 million in 2012 , $109 million in 2011 and $66 million in 2010 . Refer to
"Operations" for further discussion of current development projects.
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Losses on Early Extinguishment of Debt
During 2012 , we recorded losses on early extinguishment of debt totaling $168 million ( $149 million to net income attributable to common stockholders or $0.16 per
share) associated with the redemption of our remaining 8.375% Senior Notes.

During 2011 , we recorded losses on early extinguishment of debt totaling $68 million ( $60 million to net income attributable to common stockholders or $0.06 per
share) associated with the redemption of our 8.25% Senior Notes, the revolving credit facilities that were replaced in March 2011 and open-market purchases of our
9.50% Senior Notes.

During 2010 , we recorded losses on early extinguishment of debt totaling $81 million ( $71 million to net income attributable to common stockholders or $0.07 per
share) associated with the redemption of our Senior Floating Rate Notes and open-market purchases of our 8.25%, 8.375% and 9.50% Senior Notes.

Refer to Note 9 for further discussion of these transactions.
Provision for Income Taxes

Following is a summary of the approximate amounts in the calculation of our consolidated provision for income taxes for the year ended December 31 (in millions,
except percentages):

2012
Income Tax
Effective (Provision)
Income Tax Rate Benefit
u.s. $ 1,539 23% $ (350)
South America 2,211 36% (791) ©

Indonesia 1,287 39% (497)
Africa 357 31% (112)
Eliminations and other 93 N/A 6
5,487 32% d (1,744)
Deferred tax liability adjustment © N/A N/A $ 234
Consolidated FCX $ 5,487 28% $ (1,510)

a. Represents income by geographic location before income taxes and equity in affiliated companies’ net earnings.

b. InJuly 2012, Sociedad Minera Cerro Verde S.A.A. (Cerro Verde) signed a new 15-year mining stability agreement with the Peruvian government, which is expected to become
effective when the current mining stability agreement expires on December 31, 2013. In connection with the new mining stability agreement, Cerro Verde's income tax rate will
increase from 30 percent to 32 percent. As a result of the change in the income tax rate, we recognized additional deferred tax expense of $29 million ( $25 million net of
noncontrolling interests) in 2012, which relates primarily to the assets recorded in connection with the 2007 acquisition of FMC.

c. With the exception of Tenke Fungurume Mining S.A.R.L. (TFM), we have not elected to permanently reinvest earnings from our foreign subsidiaries, and we have recorded
deferred tax liabilities for foreign earnings that are available to be repatriated to the U.S. Cerro Verde previously recorded deferred Peruvian income tax liabilities for income taxes
that would become payable if the reinvested profits used to fund the initial Cerro Verde sulfide expansion are distributed prior to the expiration of Cerro Verde's current stability
agreement on December 31, 2013. Because reinvested profits at Cerro Verde are not expected to be distributed prior to December 31, 2013, a net deferred tax liability totaling
$234 million ( $123 million net of noncontrolling interests) was reversed and recognized as an income tax benefit in 2012.

d. Our consolidated effective income tax rate is a function of the combined effective tax rates for the jurisdictions in which we operate. Accordingly, variations in the relative
proportions of jurisdictional income can result in fluctuations to our consolidated effective income tax rate. Assuming average prices of $3.65 per pound for copper, $1,700 per
ounce for gold, $11 per pound for molybdenum and achievement of current sales volume and cost estimates, we estimate our annual consolidated effective tax rate for 2013
(excluding impacts from the pending acquisitions) will approximate 34 percent to 35 percent .
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Following is a summary of the approximate amounts in the calculation of our consolidated provision for income taxes for the years ended December 31 (in millions,
except percentages):

2011 2010
Income Tax
Effective Income Tax Income Effective (Provision)
Income ? Tax Rate Provision (Loss) ? Tax Rate Benefit

u.s. $ 2,112 23% $ 478) $ 1,307 19% $ (244)
South America 3,017 36% (1,075) © 2,995 33% (999)
Indonesia 2,923 43% (1,256) 4,069 42% (1,709)
Africa 357 34% (120) 395 30% (118)
Eliminations and other 409 N/A (158) (254) N/A 87
Consolidated FCX $ 8,818 35% $ (3,087) % 8,512 35% $ (2,983)

a. Represents income (loss) by geographic location before income taxes and equity in affiliated companies’ net earnings.

b. In September 2011, Peru enacted a new mining tax and royalty regime and also created a special mining burden that companies with stability agreements can elect to pay. Cerro
Verde elected to pay this special mining burden during the remaining term of its stability agreement. As a result, Cerro Verde recognized additional current and deferred tax
expense of $53 million ( $49 million net of noncontrolling interests) in 2011. The deferred portion of this accrual relates primarily to the assets recorded in connection with the 2007
acquisition of FMC.

Refer to Note 12 for further discussion of income taxes.
OPERATIONS

North America Copper Mines
We currently operate seven copper mines in North America — Morenci, Bagdad, Safford, Sierrita and Miami in Arizona, and Tyrone and Chino in New Mexico. All of
these mining operations are wholly owned, except for Morenci, an unincorporated joint venture in which we own an 85 percent undivided interest.

The North America copper mines include open-pit mining, sulfide ore concentrating, leaching and solution extraction/electrowinning (SX/EW) operations.
Molybdenum concentrate is also produced by certain of our North America copper mines (Sierrita, Bagdad, Morenci and Chino) . A majority of the copper produced
at our North America copper mines is cast into copper rod by our Rod & Refining operations. The remainder of our North America copper sales is in the form of
copper cathode or copper concentrate, a portion of which is shipped to Atlantic Copper, an affiliated smelter.

Operating and Development Activities. We have increased production at our North America copper mines, reflecting the restart of certain mining and milling
operations and the increase of mining rates at Morenci and Chino. Ramp up activities at Chino are continuing, with annual production of approximately 250 million
pounds of copper targeted in 2014, compared with 144 million pounds of copper in 2012. We continue to evaluate opportunities to invest in additional production
capacity at our North America copper mines in response to positive exploration results in recent years.

Morenci Mill Expansion. We are engaged in a project to expand mining and milling capacity at Morenci to process additional sulfide ores identified through
exploratory drilling. The approximate $1.4 billion project is targeting incremental annual production of approximately 225 million pounds of copper in 2014 (an
approximate 40 percent increase from 2012) through an increase in milling rates from 50,000 metric tons of ore per day to approximately 115,000 metric tons of ore
per day, and mining rates from 700,000 short tons per day to 900,000 short tons per day. Engineering activities are progressing and construction activities are under
way. Project costs of $294 million have been incurred as of December 31, 2012 ($267 million during 2012 ).
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Operating Data. Following is summary operating data for the North America copper mines for the years ended December 31:

2012 2011 2010
Operating Data, Net of Joint Venture Interest
Copper (millions of recoverable pounds)
Production 1,363 1,258 1,067
Sales, excluding purchases 1,351 1,247 1,085
Average realized price per pound $ 364 $ 399 % 3.42
Molybdenum (millions of recoverable pounds)
Production ® 36 85 25
100% Operating Data
SX/EW operations
Leach ore placed in stockpiles (metric tons per day) 998,600 888,300 648,800
Average copper ore grade (percent) 0.22 0.24 0.24
Copper production (millions of recoverable pounds) 866 801 746
Mill operations
Ore milled (metric tons per day) 239,600 222,800 189,200
Average ore grade (percent):
Copper 0.37 0.38 0.32
Molybdenum 0.03 0.03 0.03
Copper recovery rate (percent) 83.9 83.1 83.0
Copper production (millions of recoverable pounds) 592 549 398

a. Reflects molybdenum production from certain of our North America copper mines. Sales of molybdenum are reflected in the Molybdenum division.

2012 Compared with 2011

Copper sales volumes from our North America copper mines increased to 1.35 billion pounds in 2012 , compared with 1.25 billion pounds in 2011 , primarily
reflecting increased production at the Chino mine.

Copper sales volumes from our North America copper mines are expected to approximate 1.45 billion pounds in 2013 . Higher projected copper sales volumes in
2013, compared with 2012 , primarily reflect higher production at Morenci and Chino. Refer to "Outlook" for projected molybdenum sales volumes.

2011 Compared with 2010
Copper sales volumes from our North America copper mines increased to 1.25 billion pounds in 2011 , compared with 1.09 billion pounds in 2010 , primarily
reflecting increased production at the Morenci, Miami and Chino mines.

Unit Net Cash Costs. Unit net cash costs per pound of copper is a measure intended to provide investors with information about the cash-generating capacity of our
mining operations expressed on a basis relating to the primary metal product for our respective operations. We use this measure for the same purpose and for
monitoring operating performance by our mining operations. This information differs from measures of performance determined in accordance with U.S. GAAP and
should not be considered in isolation or as a substitute for measures of performance determined in accordance with U.S. GAAP. This measure is presented by other
metals mining companies, although our measure may not be comparable to similarly titted measures reported by other companies.
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Gross Profit per Pound of Copper and Molybdenum

The following tables summarize unit net cash costs and gross profit per pound at our North America copper mines for the years ended December 31. Refer to
“Product Revenues and Production Costs” for an explanation of the “by-product” and “co-product” methods and a reconciliation of unit net cash costs per pound to
production and delivery costs applicable to sales reported in our consolidated financial statements.

2012 2011
By- Co-Product Method By- Co-Product Method
Product Molyb- Product Molyb-
Method Copper denum ? Method Copper denum ?
Revenues, excluding adjustments $ 364 $ 364 $ 13.00 $ 399 % 399 % 15.72
Site production and delivery, before net noncash
and other costs shown below 191 1.75 6.32 1.78 1.60 6.86
By-product credits * (0.36) — — (0.48) — —
Treatment charges 0.12 0.11 — 0.11 0.10 —
Unit net cash costs 1.67 1.86 6.32 141 1.70 6.86
Depreciation, depletion and amortization 0.26 0.24 0.48 0.21 0.20 0.39
Noncash and other costs, net 0.10 0.10 0.09 0.13 0.13 0.09
Total unit costs 2.03 2.20 6.89 1.75 2.03 7.34
Revenue adjustments, primarily for pricing on prior period open sales 0.01 0.01 —_ — — —
Gross profit per pound $ 162 $ 145  $ 6.11 $ 224 % 196 $ 8.38
Copper sales (millions of recoverable pounds) 1,347 1,347 1,244 1,244
Molybdenum sales (millions of recoverable pounds) ° 36 35

a. Molybdenum credits and revenues reflect volumes produced at market-based pricing.

b. Reflects molybdenum produced by certain of our North America copper mines.

Our North America copper mines have varying cost structures because of differences in ore grades and characteristics, processing costs, by-products and other
factors. During 2012 , average unit net cash costs (net of by-product credits) for the North America copper mines ranged from $1.13 per pound to $2.15 per pound at
the individual mines and averaged $1.67 per pound. Average unit net cash costs (net of by-product credits) for our North America copper mines increased to $1.67
per pound of copper in 2012 , compared with $1.41 per pound in 2011 , primarily reflecting increased mining and milling activities and lower molybdenum credits,
partly offset by higher copper sales volumes.

Because certain assets are depreciated on a straight-line basis, North America's average unit depreciation rate varies with asset additions and the level of copper
production and sales.

Assuming achievement of current sales volume and cost estimates and an average price of $11 per pound of molybdenum for 2013 , we estimate that average unit
net cash costs (net of by-product credits) for our North America copper mines would approximate $1.82 per pound of copper in 2013 . North America's average unit
net cash costs for 2013 would change by approximately $0.04 per pound for each $2 per pound change in the average price of molybdenum during 2013 . North
America's unit net cash costs for 2013 are expected to be higher than 2012 because of lower molybdenum credits and higher mining rates.
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2011 2010
By- Co-Product Method By- Co-Product Method
Product Molyb- Product Molyb-
Method Copper denum ? Method Copper denum ?
Revenues, excluding adjustments $ 399 $ 399 $ 1572  $ 342 % 342 % 15.60
Site production and delivery, before net noncash
and other costs shown below 1.78 1.60 6.86 1.50 1.35 7.95
By-product credits * (0.48) — — (0.35) — —
Treatment charges 0.11 0.10 — 0.09 0.09 —
Unit net cash costs 141 1.70 6.86 1.24 1.44 7.95
Depreciation, depletion and amortization 0.21 0.20 0.39 0.24 0.22 0.54
Noncash and other costs, net 0.13 0.13 0.09 0.20 0.20 0.03
Total unit costs 1.75 2.03 7.34 1.68 1.86 8.52
Revenue adjustments, primarily for pricing on prior period open sales — — — — — —
Gross profit per pound $ 224  $ 196 $ 838 $ 174  $ 156 $ 7.08
Copper sales (millions of recoverable pounds) 1,244 1,244 1,082 1,082
Molybdenum sales (millions of recoverable pounds) ® 35 25

a. Molybdenum credits and revenues reflect volumes produced at market-based pricing.

b. Reflects molybdenum produced by certain of our North America copper mines.

Unit net cash costs (net of by-product credits) for our North America copper mines increased to $1.41 per pound of copper in 2011 , compared with $1.24 per pound
in 2010, primarily reflecting increased mining and milling activities and higher input costs, partly offset by higher molybdenum credits.

South America Mining
We operate four copper mines in South America — Cerro Verde in Peru, and El Abra, Candelaria and Ojos del Salado in Chile. We own a 53.56 percent interest in
Cerro Verde, a 51 percent interest in El Abra, and an 80 percent interest in both Candelaria and Ojos del Salado.

South America mining includes open-pit and underground mining, sulfide ore concentrating, leaching and SX/EW operations. Production from our South America
mines is sold as copper concentrate or copper cathode under long-term contracts. Our South America mines ship a portion of their copper concentrate inventories to
Atlantic Copper, an affiliated smelter. In addition to copper, the Cerro Verde mine produces molybdenum concentrates, and the Candelaria and Ojos del Salado
mines produce gold and silver.

Operating and Development Activities.

Cerro Verde Expansion. At Cerro Verde, we are engaged in a large-scale expansion. The approximate $4.4 billion project would expand the concentrator facilities
from 120,000 metric tons of ore per day to 360,000 metric tons of ore per day and provide incremental annual production of approximately 600 million pounds of
copper and 15 million pounds of molybdenum beginning in 2016. Considering the long-term nature and large size of the project, actual costs could vary from these
estimates. Cerro Verde received approval of the environmental impact assessment in fourth-quarter 2012. Detailed engineering and long-lead item procurement are
under way, including $492 million of costs incurred to date. Construction is expected to commence in 2013.

An agreement has been reached with the Regional Government of Arequipa, the National Government, Servicio de Agua Potable y Alcantarillado de Arequipa S.A.
(SEDAPAR) and other local institutions to allow Cerro Verde to finance the engineering and construction of a wastewater treatment plant for Arequipa, should Cerro
Verde proceed with the expansion. Once Cerro Verde obtains a license for the treated water it would be used to supplement existing water supplies to support the
concentrator expansion.

El Abra Sulfide. During 2011, we commenced production from El Abra’s sulfide ores. Production from the sulfide ore is replacing the depleting oxide copper

production. We are also engaged in pre-feasibility studies for a potential large-scale milling operation at El Abra to process additional sulfide material and to achieve
higher recoveries. Exploration results at El Abra have identified a significant sulfide resource.
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Candelaria Water. As part of our overall strategy to supply water to the Candelaria mine, we completed construction of a pipeline to bring water from a nearby water
treatment facility. In addition, we have substantially completed the construction of a desalination plant and pipeline that will supply Candelaria’s longer term water
needs, at a cost of approximately $315 million.

Operating Data. Following is summary operating data for the South America mining operations for the years ended December 31.

2012 2011 2010
Copper (millions of recoverable pounds)
Production 1,257 1,306 1,354
Sales 1,245 1,322 1,335
Average realized price per pound $ 358 $ 377 % 3.68
Gold (thousands of recoverable ounces)
Production 83 101 93
Sales 82 101 93
Average realized price per ounce $ 1673 $ 1580 $ 1,263
Molybdenum (millions of recoverable pounds)
Production ® 8 10 7
SX/EW operations
Leach ore placed in stockpiles (metric tons per day) 229,300 245,200 268,800
Average copper ore grade (percent) 0.55 0.50 0.41
Copper production (millions of recoverable pounds) 457 439 504
Mill operations
Ore milled (metric tons per day) 191,400 189,200 188,800
Average ore grade:
Copper (percent) 0.60 0.66 0.65
Gold (grams per metric ton) 0.10 0.12 0.10
Molybdenum (percent) 0.02 0.02 0.02
Copper recovery rate (percent) 90.1 89.6 90.0
Copper production (millions of recoverable pounds) 800 867 850

a. Reflects molybdenum production from the Cerro Verde mine. Sales of molybdenum are reflected in the Molybdenum division.

2012 Compared with 2011
Copper sales volumes from our South America mining operations totaled 1.25 billion pounds in 2012 , compared with 1.32 billion in 2011 , primarily reflecting lower
ore grades at Candelaria and Cerro Verde, partly offset by higher mining rates and ore grades at El Abra.

Consolidated copper sales volumes from our South America mines are expected to approximate 1.33 billion pounds in 2013 . Higher projected copper sales volumes
in 2013 , compared with 2012 , primarily reflect the mining of higher grade ore at Candelaria. Refer to "Outlook" for projected gold and molybdenum sales volumes.

2011 Compared with 2010
Copper sales volumes from our South America mining operations totaled 1.32 billion pounds in 2011 and 1.34 billion pounds in 2010 , primarily reflecting lower
mining rates at El Abra as it transitions from oxide to sulfide ores, partially offset by higher grade ore at Candelaria.

Unit Net Cash Costs. Unit net cash costs per pound of copper is a measure intended to provide investors with information about the cash-generating capacity of our
mining operations expressed on a basis relating to the primary metal product for our respective operations. We use this measure for the same purpose and for
monitoring operating performance by our mining operations. This information differs from measures of performance determined in accordance with U.S. GAAP and
should not be considered in isolation or as a substitute for measures of performance determined in accordance with U.S. GAAP. This measure is presented by other
metals mining companies, although our measure may not be comparable to similarly titted measures reported by other companies.
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Gross Profit per Pound of Copper

The following tables summarize unit net cash costs and gross profit per pound at our South America mining operations for the years ended December 31. Unit net
cash costs per pound of copper are reflected under the by-product and co-product methods as the South America mining operations also had small amounts of
molybdenum, gold and silver sales. Refer to “Product Revenues and Production Costs” for an explanation of the “by-product” and “co-product” methods and a
reconciliation of unit net cash costs per pound to production and delivery costs applicable to sales reported in our consolidated financial statements.

2012 2011
By-Product Co-Product By-Product Co-Product
Method Method Method Method

Revenues, excluding adjustments $ 358 % 358 % 377 % 3.77
Site production and delivery, before net noncash

and other costs shown below 160 * 1.49 138 @ 1.27
By-product credits (0.26) — (0.35) —
Treatment charges 0.16 0.16 0.17 0.17

Unit net cash costs 1.50 1.65 1.20 1.44
Depreciation, depletion and amortization 0.23 0.22 0.20 0.18
Noncash and other costs, net 0.09 0.06 0.06 0.05

Total unit costs 1.82 1.93 1.46 1.67
Revenue adjustments, primarily for pricing on

prior period open sales 0.09 0.09 0.01 —

Gross profit per pound $ 18 $ 174  $ 232 % 2.10
Copper sales (millions of recoverable pounds) 1,245 1,245 1,322 1,322

a. Includes $16 million ($0.01 per pound) associated with labor agreement costs at Candelaria in 2012, and $50 million ($0.04 per pound) for bonuses paid at Cerro Verde and El
Abra pursuant to new labor agreements in 2011.

Our South America mines have varying cost structures because of differences in ore grades and characteristics, processing costs, by-products and other factors.
During 2012 , unit net cash costs (net of by-product credits) for the South America mines ranged from $1.30 per pound to $1.72 per pound at the individual mines
and averaged $1.50 per pound. Average unit net cash costs (net of by-product credits) for our South America mining operations increased to $1.50 per pound of
copper in 2012 , compared with $1.20 per pound in 2011 , primarily reflecting higher mining and input costs, lower by-product credits and lower sales volumes.

Because certain assets are depreciated on a straight-line basis, South America's unit depreciation rate varies with asset additions and the level of copper production
and sales.

Revenue adjustments primarily result from changes in prices on provisionally priced copper sales recognized in prior years. Refer to “Consolidated Results -
Revenues” for further discussion of adjustments to prior year provisionally priced copper sales.

Assuming achievement of current sales volume and cost estimates and average prices of $1,700 per ounce of gold and $11 per pound of molybdenum in 2013 , we
estimate that average unit net cash costs (net of by-product credits) for our South America mining operations would approximate $1.50 per pound of copper in 2013 .
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2011 2010
By-Product Co-Product By-Product Co-Product
Method Method Method Method

Revenues, excluding adjustments $ 377 $ 377 $ 368 $ 3.68
Site production and delivery, before net noncash

and other costs shown below 138 * 1.27 121 1.14
By-product credits (0.35) — (0.21) —
Treatment charges 0.17 0.17 0.15 0.15

Unit net cash costs 1.20 1.44 1.15 1.29
Depreciation, depletion and amortization 0.20 0.18 0.19 0.18
Noncash and other costs, net 0.06 0.05 0.05 0.05

Total unit costs 1.46 1.67 1.39 1.52
Revenue adjustments, primarily for pricing on

prior period open sales 0.01 — (0.01) (0.01)

Gross profit per pound $ 232  $ 210 $ 228 % 2.15
Copper sales (millions of recoverable pounds) 1,322 1,322 1,335 1,335

a. Includes $50 million ($0.04 per pound) for bonuses paid at Cerro Verde and El Abra pursuant to new labor agreements.

Unit net cash costs (net of by-product credits) for our South America mining operations increased to $1.20 per pound of copper in 2011 , compared with $1.15 per
pound in 2010 , primarily reflecting higher input costs and the impact of bonuses paid pursuant to new labor agreements, partially offset by higher by-product credits.

Indonesia Mining

Indonesia mining includes PT Freeport Indonesia’s Grasberg minerals district. We own 90.64 percent of PT Freeport Indonesia, including 9.36 percent owned
through our wholly owned subsidiary, PT Indocopper Investama. As discussed in Note 14 , we have agreed to consider a potential sale of our interest in PT
Indocopper Investama at fair market value. PT Freeport Indonesia is currently engaged in discussions with the Indonesian government related to its Contract of Work
and intends to conclude that process before proceeding with any further discussions about the potential sale of an interest in PT Indocopper Investama.

PT Freeport Indonesia produces copper concentrates, which contain significant quantities of gold and silver. Substantially all of PT Freeport Indonesia’s copper
concentrates are sold under long-term contracts, of which approximately one-half is sold to affiliated smelters, Atlantic Copper and PT Smelting (PT Freeport
Indonesia’s 25-percent owned copper smelter and refinery in Indonesia - refer to Note 2 for further discussion), and the remainder to other third-party customers.

We have established certain unincorporated joint ventures with Rio Tinto plc (Rio Tinto), under which Rio Tinto has a 40 percent interest in certain assets and future
production exceeding specified annual amounts of copper, gold and silver. Refer to Note 2 for further discussion of our joint ventures with Rio Tinto plc and to Note
14 for further discussion of PT Freeport Indonesia's Contract of Work with the Government of Indonesia. Refer to "Risk Factors" contained in Part I, Item 1A of our
annual report on Form 10-K for the year ended December 31, 2012 , for discussion of risks associated with operations in Indonesia.

Operating and Development Activities. We have several projects in progress in the Grasberg minerals district, primarily related to the development of large-scale,
high-grade underground ore bodies. In aggregate, these underground ore bodies are expected to ramp up over several years to approximately 240,000 metric tons
of ore per day following the currently anticipated transition from the Grasberg open pit in 2017. Over the next five years, aggregate capital spending on these projects
is currently expected to average $715 million per year ( $565 million per year net to PT Freeport Indonesia). Considering the long-term nature and large size of these
projects, actual costs could vary from these estimates.
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The following provides additional information on the continued development of the Common Infrastructure project, the Grasberg Block Cave underground mine and
development of the Deep Mill Level Zone (DMLZ) ore body that lies below the Deep Ore Zone (DOZ) underground mine.

Common Infrastructure and Grasberg Block Cave Mine. In 2004, PT Freeport Indonesia commenced its Common Infrastructure project to provide access to its large
undeveloped underground ore bodies located in the Grasberg minerals district through a tunnel system located approximately 400 meters deeper than its existing
underground tunnel system. In addition to providing access to our underground ore bodies, the tunnel system will enable PT Freeport Indonesia to conduct future
exploration in prospective areas associated with currently identified ore bodies. The tunnel system was completed to the Big Gossan terminal, and the Big Gossan
mine was brought into production in fourth-quarter 2010. Development of the DMLZ and Grasberg Block Cave is advancing.

The Grasberg Block Cave underground mine accounts for more than 40 percent of our recoverable proven and probable reserves in Indonesia. Production at the
Grasberg Block Cave mine is currently scheduled to commence in 2017, at the end of mining the Grasberg open pit, which is currently expected at the end of 2016.
Targeted production rates once the Grasberg Block Cave mining operation reaches full capacity are expected to approximate 160,000 metric tons of ore per day.

Aggregate mine development capital for the Grasberg Block Cave mine and associated Common Infrastructure is expected to approximate $4.4 billion (incurred from
2008 to 2021), with PT Freeport Indonesia’s share totaling approximately $4.1 billion. Aggregate project costs totaling $860 million have been incurred through
December 31, 2012 ($291 million during 2012 ).

DMLZ. The DMLZ ore body lies below the DOZ mine at the 2,590-meter elevation and represents the downward continuation of mineralization in the Ertsberg East
Skarn system and neighboring Ertsberg porphyry. We plan to mine the ore body using a block-cave method with production beginning in 2015. Drilling efforts
continue to determine the extent of this ore body. Aggregate mine development capital costs for the DMLZ mine are expected to approximate $2.3 billion (incurred
from 2009 to 2020), with PT Freeport Indonesia’s share totaling approximately $1.4 billion. Aggregate project costs totaling $510 million have been incurred through
December 31, 2012 ($241 million during 2012 ). Targeted production rates once the DMLZ mining operation reaches full capacity are expected to approximate
80,000 metric tons of ore per day.

Other Matters. PT Freeport Indonesia is engaged in discussions with officials of the Indonesian government on its operations, future plans and Contract of Work
(COW). We are working cooperatively with the government in its review of PT Freeport Indonesia’'s COW and to obtain an extension of our COW beyond 2021, as
provided under the terms of the COW. Refer to Note 14 for further discussion of PT Freeport Indonesia's COW.

Between July 2009 and February 15, 2013 , there were 37 shooting incidents in and around the Grasberg minerals district, including along the road leading to our
mining and milling operations, which resulted in 15 fatalities and 57 injuries. The investigation of these matters is continuing. We have taken precautionary
measures, including limiting use of the road to secured convoys. The Indonesian government has responded with additional security forces and expressed a
commitment to protect the safety of the community and our operations. Prolonged limitations on access to the road could adversely affect operations at the mine.
The safety of our workforce is a critical concern, and PT Freeport Indonesia is working cooperatively with the Indonesian government to address security issues.
Refer to "Risk Factors" contained in Part |, Item 1A of our annual report on Form 10-K for the year ended December 31, 2012 , for further discussion.
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Operating Data. Following is summary operating data for our Indonesia mining operations for the years ended December 31.

2012 2011 2010
Operating Data, Net of Joint Venture Interest
Copper (millions of recoverable pounds)
Production 695 846 1,222
Sales 716 846 1,214
Average realized price per pound $ 358 % 38 % 3.69
Gold (thousands of recoverable ounces)
Production 862 1,272 1,786
Sales 915 1,270 1,765
Average realized price per ounce $ 1664 $ 1583 $ 1,271
100% Operating Data
Ore milled (metric tons per day): *
Grasberg open pit 118,800 112,900 149,800
DOZ underground mine ° 44,600 51,700 79,600
Big Gossan underground mine © 1,600 1,500 800
Total 165,000 166,100 230,200
Average ore grade:
Copper (percent) 0.62 0.79 0.85
Gold (grams per metric ton) 0.59 0.93 0.90
Recovery rates (percent):
Copper 88.7 88.3 88.9
Gold 75.7 81.2 81.7
Production (recoverable):
Copper (millions of pounds) 695 882 1,330
Gold (thousands of ounces) 862 1,444 1,964

a. Amounts represent the approximate average daily throughput processed at PT Freeport Indonesia’s mill facilities from each producing mine.

b. Production from the DOZ underground mine is expected to ramp up to the design rate of 80,000 metric tons of ore per day by year end 2013, following completion of ongoing
panel repairs resulting from the temporary shutdown and suspension of operations in fourth-quarter 2011 and early 2012.

c. Production from the Big Gossan underground mine is expected to ramp up to 7,000 metric tons of ore per day in 2014.

2012 Compared with 2011
Sales volumes from our Indonesia mining operations declined to 716 million pounds of copper and 915 thousand ounces of gold in 2012 , compared with 846 million
pounds of copper and 1.3 million ounces of gold in 2011 . Lower copper and gold sales volumes in 2012 primarily reflected lower ore grades.

At the Grasberg mine, the sequencing of mining areas with varying ore grades causes fluctuations in the timing of ore production resulting in varying quarterly and
annual sales of copper and gold. Consolidated sales volumes from our Indonesia mining operations are expected to approximate 1.1 billion pounds of copper and
1.2 million ounces of gold for 2013 . We expect sales from Indonesia to increase in fourth-quarter 2013 as PT Freeport Indonesia gains access to higher ore grades
and achieves the targeted ramp up in production from the DOZ mine. Approximately 33 percent of projected copper sales and 38 percent of projected gold sales
from our Indonesia mining operations are currently expected in fourth-quarter 2013.

2011 Compared with 2010

Sales volumes from our Indonesia mining operations declined to 846 million pounds of copper and 1.3 million ounces of gold in 2011 , compared with 1.2 billion
pounds of copper and 1.8 million ounces of gold in 2010 . Lower copper and gold sales volumes in 2011 primarily reflected the impact of labor-related disruptions
and the temporary suspension of milling operations in fourth-quarter 2011 because of damage to the concentrate pipelines.

91




Table of Contents

Unit Net Cash Costs. Unit net cash costs per pound of copper is a measure intended to provide investors with information about the cash-generating capacity of our
mining operations expressed on a basis relating to the primary metal product for our respective operations. We use this measure for the same purpose and for
monitoring operating performance by our mining operations. This information differs from measures of performance determined in accordance with U.S. GAAP and
should not be considered in isolation or as a substitute for measures of performance determined in accordance with U.S. GAAP. This measure is presented by other
metal mining companies, although our measure may not be comparable to similarly titted measures reported by other companies.

Gross Profit per Pound of Copper/per Ounce of Gold

The following tables summarize the unit net cash costs (credits) and gross profit per pound of copper and per ounce of gold at our Indonesia mining operations for
the years ended December 31. Refer to “Production Revenues and Production Costs” for an explanation of “by-product” and “co-product” methods and a
reconciliation of unit net cash costs (credits) per pound to production and delivery costs applicable to sales reported in our consolidated financial statements.

2012 2011
By- Co-Product Method By- Co-Product Method
Product Product
Method Copper Gold Method Copper Gold

Revenues, excluding adjustments $ 358 $ 358 $ 1664 $ 38 % 38 % 1,583
Site production and delivery, before net noncash

and other costs shown below .12 1.93 894 221 * 134 =
Gold and silver credits (2.22) — — (2.47) — —
Treatment charges 0.21 0.13 61 0.19 0.11 46
Royalty on metals 0.13 0.08 38 0.16 0.10 41

Unit net cash costs 1.24 2.14 993 0.09 1.55 638
Depreciation and amortization 0.30 0.18 85 0.25 0.16 63
Noncash and other costs, net 0.11 0.07 33 0.04 0.02 10

Total unit costs 1.65 2.39 1,111 0.38 1.73 711
Revenue adjustments, primarily for pricing on

prior period open sales 0.02 0.02 3 (0.01) (0.01) (13)
PT Smelting intercompany profit (0.05) (0.03) (15) 0.13 0.08 32

Gross profit per pound/ounce $ 190 $ 118 % 541 % 359 $ 219 % 891
Copper sales (millions of recoverable pounds) 716 716 846 846
Gold sales (thousands of recoverable ounces) 915 1,270

a. Includes $66 million ($0.08 per pound) for bonuses and other strike-related costs.

Because of the fixed nature of a large portion of PT Freeport Indonesia's costs, unit costs vary from period to period depending on volumes of copper and gold sold,
as well as average realized gold prices during the period. Unit net cash costs (net of gold and silver credits) for our Indonesia mining operations averaged $1.24 per
pound of copper in 2012 , compared with $0.09 per pound in 2011 . Higher unit net cash costs primarily reflected lower copper and gold sales volumes.

Treatment charges vary with the volume of metals sold and the price of copper, and royalties vary with the volume of metals sold and the prices of copper and gold.

Because certain assets are depreciated on a straight-line basis, PT Freeport Indonesia’s unit depreciation rate
varies with asset additions and the level of copper production and sales.

Revenue adjustments primarily result from changes in prices on provisionally priced copper sales recognized in prior years. Refer to “Consolidated Results -
Revenues” for further discussion of adjustments to prior year provisionally priced copper sales.

Assuming achievement of current sales volume and cost estimates, and an average gold price of $1,700 per ounce for 2013 , we estimate that average unit net cash
costs for Indonesia (net of gold and silver credits) would approximate $0.68 per pound of copper for the year 2013 . Indonesia's unit net cash costs for 2013 would
change by $0.055 per pound for each $50 per ounce change in the average price of gold during 2013 . Quarterly unit net
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cash costs are expected to vary significantly with variations in quarterly metal sales volumes, as well as average realized gold prices during the period. Indonesia's
unit net cash costs for first-quarter 2013 are expected to approximate $1.57 per pound of copper and are expected to be lower in future periods as volumes increase.

2011 2010
By- Co-Product Method By- Co-Product Method
Product Product
Method Copper Gold Method Copper Gold

Revenues, excluding adjustments $ 38 $ 38 $ 1583 $ 369 $ 369 $ 1,271
Site production and delivery, before net noncash

and other costs shown below 221 * 1.34 551 = S ol
Gold and silver credits (2.47) — — (1.92) — —
Treatment charges 0.19 0.11 46 0.22 0.15 50
Royalty on metals 0.16 0.10 41 0.13 0.08 29

Unit net cash costs (credits) 0.09 1.55 638 (0.04) 1.24 426
Depreciation and amortization 0.25 0.16 63 0.21 0.14 48
Noncash and other costs, net 0.04 0.02 10 0.04 0.02 9

Total unit costs 0.38 1.73 711 0.21 1.40 483
Revenue adjustments, primarily for pricing on

prior period open sales (0.01) (0.01) (13) (0.01) (0.01) 1
PT Smelting intercompany profit 0.13 0.08 32 (0.03) (0.02) 8)

Gross profit per pound/ounce $ 359 $ 219  $ 891 % 344 % 226 % 781
Copper sales (millions of recoverable pounds) 846 846 1,214 1,214
Gold sales (thousands of recoverable ounces) 1,270 1,765

a. Includes $66 million ($0.08 per pound) for bonuses and other strike-related costs.

Unit net cash costs (net of gold and silver credits) for our Indonesia mining operations averaged $0.09 per pound of copper in 2011 , compared with a net credit of
$0.04 per pound in 2010 . Higher unit net cash costs primarily reflected lower copper sales volumes and the impact of bonuses and other strike-related costs,
partially offset by higher gold and silver credits.

Africa Mining

Africa mining includes TFM's Tenke minerals district. We hold an effective 56 percent interest in the Tenke copper and cobalt mining concessions in the Katanga
province of the DRC and are the operator of TFM. As further discussed in Note 14 , effective March 26, 2012, the DRC government issued a Presidential Decree
approving modifications to TFM's bylaws, and our and Lundin Mining Corporation's ownership interest in TFM totals 80 percent (previously 82.5 percent) and La
Générale des Carrieres et des Mines' (Gécamines) ownership interest totals 20 percent (previously 17.5 percent).

The Tenke operation includes surface mining, leaching and SX/EW operations. Copper production from the Tenke minerals district is sold as copper cathode. In
addition to copper, the Tenke minerals district produces cobalt hydroxide.

Refer to "Risk Factors" contained in Part I, ltem 1A of our annual report on Form 10-K for the year ended December 31, 2012 , for discussion of risks associated with
operations in Africa.

Operating and Development Activities. Our investment in the initial project approximated $2 billion, and we have received intercompany loan repayments, including
interest, of approximately $840 million through December 31, 2012 .

An expansion of the project to optimize the current plant and increase capacity was substantially completed in 2012. The expanded mill is capable of throughput of
14,000 metric tons of ore per day, and expanded processing facilities will enable the addition of approximately 150 million pounds of copper production per year. The
approximate $850 million expansion project is being completed within budget and included mill upgrades, additional mining equipment, a new tankhouse and an
additional sulphuric acid plant (which is expected to be completed in 2015). This expansion project was funded primarily with cash generated from operations.
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We continue to engage in drilling activities, exploration analyses and metallurgical testing to evaluate the potential of the highly prospective minerals district at
Tenke. These analyses are being incorporated in future plans to evaluate opportunities for expansion. Future expansions are subject to a number of factors,
including economic and market conditions and the business and investment climate in the DRC.

Operating Data. Following is summary operating data for our Africa mining operations for the years ended December 31.

2012 2011 2010
Copper (millions of recoverable pounds)
Production 348 281 265
Sales 336 283 262
Average realized price per pound ? $ 351 $ 374 % 3.45
Cobalt (millions of recoverable pounds)
Production 26 25 20
Sales 25 25 20
Average realized price per pound $ 783 $ 999 $ 10.95
Ore milled (metric tons per day) 13,000 11,100 10,300
Average ore grade (percent):
Copper 3.62 3.41 3.51
Cobalt 0.37 0.40 0.40
Copper recovery rate (percent) 92.4 92.5 91.4

a. Includes point-of-sale transportation costs as negotiated in customer contracts.

2012 Compared with 2011

During 2012, Tenke achieved record mining, milling and production rates. Copper sales volumes from our Africa mining operations increased to 336 million pounds
of copper in 2012 , compared with 283 million pounds of copper in 2011 , primarily reflecting higher mining and milling rates principally related to the ramp-up of the
expansion project.

Consolidated sales volumes from our Africa mining operations are expected to approximate 410 million pounds of copper and 30 million pounds of cobalt in 2013 .

2011 Compared with 2010
Copper sales volumes from our Africa mining operations increased to 283 million pounds of copper in 2011 , compared with 262 million pounds of copper in 2010 ,
primarily reflecting higher production in 2011 .

Unit Net Cash Costs. Unit net cash costs per pound of copper is a measure intended to provide investors with information about the cash-generating capacity of our
mining operations expressed on a basis relating to the primary metal product for our respective operations. We use this measure for the same purpose and for
monitoring operating performance by our mining operations. This information differs from measures of performance determined in accordance with U.S. GAAP and
should not be considered in isolation or as a substitute for measures of performance determined in accordance with U.S. GAAP. This measure is presented by other
metals mining companies, although our measure may not be comparable to similarly titted measures reported by other companies.
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Gross Profit per Pound of Copper and Cobalt

The following tables summarize the unit net cash costs and gross profit per pound of copper and cobalt at our Africa mining operations for the years ended
December 31. Refer to “Production Revenues and Production Costs” for an explanation of “by-product” and “co-product” methods and a reconciliation of unit net
cash costs per pound to production and delivery costs applicable to sales reported in our consolidated financial statements.

2012 2011
By-Product Co-Product Method By-Product Co-Product Method
Method Copper Cobalt Method Copper Cobalt

Revenues, excluding adjustments * $ 351 $ 351 $ 783 $ 374 % 374 % 9.99
Site production and delivery, before net noncash

and other costs shown below 1.49 1.39 4.86 157 1.39 5.58
Cobalt credits ° (0.33) — — (0.58) — —
Royalty on metals 0.07 0.06 0.12 0.08 0.07 0.16

Unit net cash costs 1.23 1.45 4.98 1.07 1.46 5.74
Depreciation, depletion and amortization 0.52 0.47 0.67 0.50 0.42 0.78
Noncash and other costs, net 0.09 0.08 0.11 0.20 0.18 0.32

Total unit costs 1.84 2.00 5.76 1.77 2.06 6.84
Revenue adjustments, primarily for pricing on

prior period open sales 0.02 0.02 0.09 — — 0.06

Gross profit per pound $ 169 $ 153 $ 216  $ 197  $ 168 $ 3.21
Copper sales (millions of recoverable pounds) 336 336 283 283
Cobalt sales (millions of contained pounds) 25 25

a. Includes point-of-sale transportation costs as negotiated in customer contracts.

b. Net of cobalt downstream processing and freight costs.

Unit net cash costs (net of cobalt credits) for our Africa mining operations of $1.23 per pound of copper in 2012 were higher than unit net cash costs of $1.07 per
pound of copper in 2011 primarily reflecting higher mining and input costs (including sulphuric acid and energy) and lower cobalt credits, partly offset by higher
volumes.

Assuming achievement of current sales volume and cost estimates and an average cobalt price of $12 per pound for 2013 , we estimate that average unit net cash
costs (net of cobalt credits) would approximate $1.03 per pound of copper in 2013 . Africa’s unit net cash costs for 2013 would change by $0.09 per pound for each
$2 per pound change in the average price of cobalt during 2013 .

2011 2010
By-Product Co-Product Method By-Product Co-Product Method
Method Copper Cobalt Method Copper Cobalt

Revenues, excluding adjustments * $ 374 $ 374 $ 999 $ 345 % 345 % 10.95
Site production and delivery, before net noncash

and other costs shown below 157 1.39 5.58 1.40 1.23 5.78
Cobalt credits ° (0.58) — — (0.58) — —
Royalty on metals 0.08 0.07 0.16 0.08 0.06 0.19

Unit net cash costs 1.07 1.46 5.74 0.90 1.29 5.97
Depreciation, depletion and amortization 0.50 0.42 0.78 0.49 0.41 1.03
Noncash and other costs, net 0.20 0.18 0.32 0.19 0.17 0.39

Total unit costs 1.77 2.06 6.84 1.58 1.87 7.39
Revenue adjustments, primarily for pricing on

prior period open sales — — 0.06 — — 0.18

Gross profit per pound $ 197 % 168 $ 321  $ 187 $ 158 $ 3.74
Copper sales (millions of recoverable pounds) 283 283 262 262
Cobalt sales (millions of contained pounds) 25 20

a. Includes point-of-sale transportation costs as negotiated in customer contracts.
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b. Net of cobalt downstream processing and freight costs.

Unit net cash costs (net of cobalt credits) for our Africa mining operations of $1.07 per pound of copper in 2011 were higher than unit net cash costs of $0.90 per
pound of copper in 2010 reflecting increased mining and milling activity and higher input costs.

Molybdenum

We are an integrated producer of molybdenum, with mining, sulfide ore concentrating, roasting and processing facilities that produce high-purity, molybdenum-based
chemicals, molybdenum metal powder and metallurgical products, which are sold to customers around the world. Our molybdenum operations include the wholly
owned Henderson underground mine and Climax open-pit mine in Colorado and related conversion facilities. The Henderson and Climax mines produce high-purity,
chemical-grade molybdenum concentrates, which are typically further processed into value-added molybdenum chemical products. The Molybdenum operations also
include a sales company that purchases and sells molybdenum from our primary molybdenum mines and from our North and South America copper mines that also
produce molybdenum concentrates; and related conversion facilities that, at times, roast and/or process material on a toll basis for third parties.

Operating and Development Activities. The Climax molybdenum mine was commissioned in second-quarter 2012, and includes a new 25,000 metric ton per day mill
facility. Climax production in 2012 totaled 7 million pounds of molybdenum and is targeted to produce 20 million pounds of molybdenum for 2013, with potential to
produce 30 million pounds of molybdenum per year, depending on market conditions. We intend to operate our Climax and Henderson mines in a flexible manner to
meet market requirements. The cost of the initial phase of the project approximated $760 million.

Operating Data. Following is summary operating data for the Molybdenum operations for the years ended December 31.

2012 2011 2010

Molybdenum (millions of recoverable pounds)

Production ® 41 38 40

Sales, excluding purchases ® 83 79 67

Average realized price per pound $ 1426 $ 16.98 $ 16.47
Henderson molybdenum mine

Ore milled (metric tons per day) 20,800 22,300 22,900

Average molybdenum ore grade (percent) 0.23 0.24 0.25

Molybdenum production (millions of recoverable pounds) 34 38 40

a. The 2012 period includes production from the Climax molybdenum mine totaling 7 million pounds reflecting production since the start of commercial operations in May 2012. The
2011 and 2010 periods reflect production only from the Henderson molybdenum mine.

b. Includes sales of molybdenum produced at our North and South America copper mines.

2012 Compared with 2011

Consolidated molybdenum sales volumes increased to 83 million pounds in 2012 , compared with 79 million pounds for 2011 primarily reflecting the incremental
production from the Climax molybdenum mine that began commercial operations in May 2012. For the year 2013 , we expect molybdenum sales volumes to
approximate 90 million pounds, of which approximately 40 million pounds represents production from our North and South America copper mines.

2011 Compared with 2010
Consolidated molybdenum sales volumes increased to 79 million pounds in 2011 , compared with 67 million pounds in 2010 , primarily reflecting improved demand.

Unit Net Cash Costs. Unit net cash costs per pound of molybdenum is a measure intended to provide investors with information about the cash-generating capacity
of our mining operations expressed on a basis relating to the primary metal product for our respective operations. We use this measure for the same purpose and for
monitoring operating performance by our mining operations. This information differs from measures of performance determined in accordance with U.S. GAAP and
should not be considered in isolation or as a substitute for measures of
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performance determined in accordance with U.S. GAAP. This measure is presented by other metals mining companies, although our measure may not be
comparable to similarly titted measures reported by other companies.

Gross Profit per Pound of Molybdenum

The following table summarizes the unit net cash costs and gross profit per pound of molybdenum at our Henderson molybdenum mine for the years ended
December 31. Refer to “Product Revenues and Production Costs” for a reconciliation of unit net cash costs per pound to production and delivery costs applicable to
sales reported in our consolidated financial statements.

2012 2011 2010

Revenues, excluding adjustments $ 1427  $ 1642 $ 15.89
Site production and delivery, before net noncash

and other costs shown below 6.19 5.46 4.82
Treatment charges and other 0.88 0.88 1.08

Unit net cash costs 7.07 6.34 5.90
Depreciation, depletion and amortization 0.97 0.96 0.83
Noncash and other costs, net 0.24 0.04 0.03

Total unit costs 8.28 7.34 6.76
Gross profit per pound ? $ 599 $ 9.08 $ 9.13
Molybdenum sales (millions of recoverable pounds) ® 34 38 40

a. Gross profit reflects sales of Henderson production to our molybdenum sales company based on volumes produced at market-based pricing. On a consolidated basis, the
Molybdenum division includes profits on sales as they are made to third parties and realizations based on actual contract terms. As a result, the actual gross profit realized will
differ from the amounts reported in this table.

b. Reflects molybdenum produced by the Henderson molybdenum mine.

Henderson’s unit net cash costs were $7.07 per pound of molybdenum in 2012 , $6.34 per pound in 2011 and $5.90 per pound in 2010 . Henderson's increased unit
net cash costs year over year, primarily reflected lower production volumes and higher input costs.

Assuming achievement of current sales volume and cost estimates, we estimate unit net cash costs for primary molybdenum mines to average $7.00 per pound of
molybdenum in 2013 (reflecting approximately $7.50 per pound for Henderson and $6.50 per pound for Climax).

Atlantic Copper Smelting & Refining

Atlantic Copper, our wholly owned subsidiary located in Spain, smelts and refines copper concentrates and markets refined copper and precious metals in slimes.
During 2012 , Atlantic Copper purchased approximately 31 percent of its concentrate requirements from our South America mining operations, approximately 16
percent from our North America copper mines and approximately 10 percent from our Indonesia mining operations. Through this form of downstream integration, we
are assured placement of a significant portion of our concentrate production.

Smelting and refining charges consist of a base rate and, in certain contracts, price participation based on copper prices. Treatment charges for smelting and refining
copper concentrates represent a cost to our mining operations, and income to Atlantic Copper and PT Smelting. Thus, higher treatment and refining charges benefit
our smelter operations and adversely affect our mining operations. Our North America copper mines are less significantly affected by changes in treatment and
refining charges because these operations are largely integrated with our wholly owned smelter located in Miami, Arizona.

In May 2011, Atlantic Copper successfully completed a scheduled 26-day maintenance turnaround, which had a $30 million impact on production and delivery costs
(refer to Note 17 for Atlantic Copper's operating results). Atlantic Copper's major maintenance turnarounds (which take approximately 50 days to complete) typically
occur approximately every eight years, with short-term maintenance turnarounds in the interim. Atlantic Copper is planning a major maintenance turnaround in the
second half of 2013.

We defer recognizing profits on sales from our mining operations to Atlantic Copper and on 25 percent of Indonesia mining sales to PT Smelting until final sales to
third parties occur. Our net deferred profits on our inventories at
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Atlantic Copper and PT Smelting to be recognized in future periods’ net income after taxes and noncontrolling interests totaled $121 million at December 31, 2012 .
Changes in these deferrals attributable to variability in intercompany volumes resulted in net reductions to net income attributable to common stockholders of $80
million ( $0.08 per share) in 2012 , compared with net additions of $156 million ( $0.16 per share) in 2011 and net reductions of $67 million ( $0.07 per share) in
2010 . Quarterly variations in ore grades, the timing of intercompany shipments and changes in product prices will result in variability in our net deferred profits and
quarterly earnings.

CAPITAL RESOURCES AND LIQUIDITY

Our operating cash flows vary with prices realized from copper, gold and molybdenum sales, our sales volumes, production costs, income taxes, other working
capital changes and other factors. Strong operating performance and favorable copper and gold prices have enabled us to enhance our financial and liquidity
position, reduce debt and pay cash dividends to shareholders, while pursuing growth opportunities. We view the long-term outlook for our business positively,
supported by limitations on supplies of copper and by the requirements for copper in the world’s economy, and will continue to adjust our operating strategy as
market conditions change. The discussion of our capital resources and liquidity below does not reflect pending acquisitions (refer to Note 20 for further discussion of
financing for the pending acquisitions of PXP and MMR).

Cash and Debt
At December 31, 2012 , we had consolidated cash and cash equivalents of $3.7 billion . The following table reflects the U.S. and international components of
consolidated cash and cash equivalents at December 31, 2012 and 2011 (in billions):

2012 2011
Cash at domestic companies ? $ 13 $ 2.4
Cash at international operations 2.4 2.4
Total consolidated cash and cash equivalents 3.7 4.8
Less: Noncontrolling interests’ share (0.8) (0.8)
Cash, net of noncontrolling interests’ share 2.9 4.0
Less: Withholding taxes and other (0.2) (0.2)
Net cash available $ 27 $ 3.9

a. Includes cash at the parent company and our North America operations.

Cash held at our international operations is generally used to support our foreign operations' capital expenditures, operating expenses, working capital and other tax
payments or other cash needs. At December 31, 2012 , management believed that sufficient liquidity was available in the U.S. With the exception of TFM, we have
not elected to permanently reinvest earnings from our foreign subsidiaries, and we have recorded deferred tax liabilities for foreign earnings that are available to be
repatriated to the U.S. From time to time, our foreign subsidiaries distribute earnings to the U.S. through dividends that are subject to applicable withholding taxes
and noncontrolling interests' share.

Total debt was $3.5 billion at December 31, 2012 and 2011 , and $4.8 billion at December 31, 2010 . We have a senior unsecured revolving credit facility, which is
available until March 30, 2016, in an aggregate principal amount of $1.5 billion , with $500 million available to PT Freeport Indonesia. At December 31, 2012 , we
had no borrowings and $43 million of letters of credit issued under the facilities, resulting in availability of approximately $1.5 billion ( $957 million of which could be
used for additional letters of credit). The revolving credit facility contains covenants that are typical for investment-grade companies, including limitations on liens and
subsidiary debt (see Note 9 for further discussion).

In February 2013, we entered into a new senior unsecured revolving credit facility, which will refinance and replace our existing revolving credit facility upon
completion of the proposed acquisition of PXP. No amounts are currently available to us under the new revolving credit facility. Refer to Note 20 for further
discussion.

Operating Activities

During 2012 , we generated operating cash flows totaling $3.8 billion , net of $1.4 billion for working capital uses and other tax payments. Operating cash flows in
2011 totaled $6.6 billion , net of $461 million for working capital uses and other tax payments. Operating cash flows in 2010 totaled $6.3 billion , net of $834 million
for working capital uses and other tax payments.
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Lower operating cash flows for 2012 , compared with 2011 , primarily reflected lower copper and gold sales volumes, lower copper price realizations and an increase
in working capital uses and other tax payments, primarily associated with changes in accounts receivable, partly offset by timing of payments for accounts payable
and accrued liabilities. As discussed in "Consolidated Results - Revenues," substantially all of our copper concentrate and cathode sales contracts are provisionally
priced; accordingly, the period-end forward price is a major determinate of recorded revenues and the resulting receivables. At December 31, 2012 , our provisionally
priced copper sales were recorded at an average of $3.59 per pound of copper, compared with $3.44 per pound at December 31, 2011 .

Higher operating cash flows for 2011 , compared with 2010 , primarily reflected a decrease in working capital uses and other tax payments, primarily associated with
decreases in accounts receivable (at December 31, 2011 , our provisionally priced copper sales were recorded at an average of $3.44 per pound of copper,
compared with $4.36 per pound at December 31, 2010 ), partly offset by higher tax payments and the timing of payments for accounts payable and accrued
liabilities.

Excluding impacts for pending acquisitions, and based on current mine plans and subject to future copper, gold and molybdenum prices, we expect estimated
operating cash flows for the year 2013 plus available cash to be sufficient to fund our budgeted capital expenditures, dividends, noncontrolling interest distributions
and other cash requirements for the year. Refer to “Outlook” for further discussion of projected operating cash flows for the year 2013 .

Investing Activities

Capital Expenditures. Capital expenditures, including capitalized interest, totaled $3.5 billion in 2012 (including $2.2 billion for major projects), $2.5 billion in 2011
(including $1.4 billion for major projects) and $1.4 billion in 2010 (including $0.7 billion for major projects). The increase in capital expenditures in 2012 , compared
with 2011 , primarily reflected higher capital spending associated with the expansion projects at Tenke, Cerro Verde and Morenci, and the underground development
projects at Grasberg. The increase in capital expenditures in 2011 , compared with 2010 , primarily reflected higher capital spending for construction on the Climax
molybdenum mine, the underground development projects at Grasberg and the expansion project at Tenke.

Excluding amounts for pending acquisitions, capital expenditures for the year 2013 are expected to approximate $4.6 billion , including $2.8 billion for major projects
and $1.8 billion for sustaining capital. Major projects for 2013 primarily include underground development activities at Grasberg and the expansion projects at Cerro
Verde and Morenci. We are also considering additional investments at several of our sites. Capital spending plans will continue to be reviewed and adjusted in
response to changes in market conditions and other factors. Refer to “Operations” for further discussion.

Investment in MMR. In December 2010, we completed the purchase of 500,000 shares of MMR'’s 5.75% Convertible Perpetual Preferred Stock for an aggregate
purchase price of $500 million. Dividends received in 2012 and 2011 were recorded as a return of investment because of MMR's reported losses. Refer to Note 6 for
further discussion and to Note 1 for discussion of the proposed acquisition of MMR.

Financing Activities
Debt Transactions. In February 2012, we sold $3.0 billion in senior notes in three tranches with a weighted-average interest rate of approximately three percent. Net
proceeds from this offering, plus cash on hand, were used to redeem the remaining $3.0 billion of our 8.375% Senior Notes.

During 2011, we redeemed the remaining $1.1 billion of our outstanding 8.25% Senior Notes. In addition, we made open-market purchases of $35 million of our
9.5% Senior Notes and repaid the remaining $84 million of our 8.75% Senior Notes.

During 2010, we redeemed all of our $1 billion Senior Floating Rate Notes, and also made open-market purchases of $565 million of our senior notes.

Refer to Note 9 for further discussion of these debt repayment transactions.
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Dividends and Other Equity Transactions. We paid dividends on our common stock totaling $1.1 billion in 2012 , $1.4 billion in 2011 (including $474 million for a
supplemental dividend on our common stock paid in June 2011) and $885 million in 2010 (including $472 million for a supplemental dividend on our common stock
paid in December 2010).

The current annual dividend rate for our common stock is $1.25 per share ( $0.3125 per share quarterly). Refer to Note 11 for further discussion. The declaration of
dividends is at the discretion of the Board and will depend upon our financial results, cash requirements, future prospects, the impact of proposed acquisitions and
other factors deemed relevant by the Board. The Board will continue to review our financial policy on an ongoing basis.

During 2010, our 6%% Mandatory Convertible Preferred Stock converted into 78.9 million shares of our common stock (refer to Note 11 for further discussion). As a
result, we no longer have requirements to pay preferred stock dividends. Preferred stock dividends paid totaled $95 million in 2010.

Cash dividends and other distributions paid to noncontrolling interests totaled $113 million in 2012 , $391 million in 2011 and $816 million in 2010 , reflecting
dividends and distributions paid to the noncontrolling interest owners of PT Freeport Indonesia and our South America mines. Lower noncontrolling interest
payments in 2012 compared with 2011, primarily reflected lower dividends to the noncontrolling interest holders of PT Freeport Indonesia as a result of lower
production in 2012. Lower noncontrolling interest payments in 2011, compared with 2010, primarily reflected lower dividends to the noncontrolling interest holders of
Cerro Verde related to capital retained for the expansion project.

CONTRACTUAL OBLIGATIONS
We have contractual and other long-term obligations, including debt maturities, which we expect to fund with available cash, projected operating cash flows,

availability under our revolving credit facility or future financing transactions, if necessary. A summary of these various obligations at December 31, 2012 , follows (in
millions):

2014 to 2016 to
Total 2013 2015 2017 Thereafter
Reclamation and environmental obligations * $ 5243 % 246 % 471 $ 329 % 4,197
Debt maturities 3,527 2 500 500 2,525
Take-or-pay contracts ° 2,200 976 731 286 207
Scheduled interest payment obligations ° 1,289 121 241 226 701
Operating lease obligations 205 32 38 31 104
Total ¢ $ 12,464 $ 1,377  $ 1,981 $ 1,372 $ 7,734

a. Represents estimated cash payments, on an undiscounted and unescalated basis, associated with reclamation and environmental activities. The timing and the amount of these
payments could change as a result of changes in regulatory requirements, changes in scope and timing of reclamation activities, the settlement of environmental matters and as
actual spending occurs. Refer to Note 13 for additional discussion of environmental and reclamation matters.

b. Represents contractual obligations for purchases of goods or services that are defined by us as agreements that are enforceable and legally binding and that specify all significant
terms. Take-or-pay contracts primarily comprise the procurement of copper concentrates ( $799 million ), electricity ( $524 million ) and transportation services ( $448 million ).
Some of our take-or-pay contracts are settled based on the prevailing market rate for the service or commodity purchased, and in some cases, the amount of the actual obligation
may change over time because of market conditions. Obligations for copper concentrates provide for deliveries of specified volumes to Atlantic Copper at market-based prices.
Electricity obligations are primarily for contractual minimum demand at the South America and Tenke mines. Transportation obligations are primarily for South America contracted
ocean freight and for North America rail freight.

c. Scheduled interest payment obligations were calculated using stated coupon rates for fixed-rate debt and interest rates applicable at December 31, 2012 , for variable-rate debt.

d. This table excludes certain other obligations in our consolidated balance sheets, including estimated funding for pension obligations as the funding may vary from year to year
based on changes in the fair value of plan assets and actuarial assumptions, accrued liabilities totaling $107 million that relate to unrecognized tax benefits where the timing of
settlement is not determinable; Atlantic Copper's obligations for retired employees totaling $38 million (refer to Note 10 ); and PT Freeport Indonesia's reclamation and closure
cash fund obligation totaling $17 million (refer to Note 13 ).This table also excludes purchase orders for the purchase of inventory and other goods and services, as purchase
orders typically represent authorizations to purchase rather than binding agreements.
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In addition to our debt maturities and other contractual obligations discussed above, we have other commitments, which we expect to fund with available cash,
projected operating cash flows, available credit facilities or future financing transactions, if necessary. These include (i) PT Freeport Indonesia’s commitment to
provide one percent of its annual revenue for the development of the local people in its area of operations through the Freeport Partnership Fund for Community
Development, (i) TFM's commitment to provide 0.3 percent of its annual revenue for the development of the local people in its area of operations and (iii) other
commercial commitments, including standby letters of credit, surety bonds and guarantees. Refer to Notes 13 and 14 for further discussion.

CONTINGENCIES

Environmental

The cost of complying with environmental laws is a fundamental and substantial cost of our business. At December 31, 2012 , we had $1.2 billion recorded in our
consolidated balance sheets for environmental obligations attributed to CERCLA or analogous state programs and for estimated future costs associated with
environmental obligations that are considered probable based on specific facts and circumstances.

During 2012 , we incurred environmental capital expenditures and other environmental costs (including our joint venture partners’ shares) of $612 million for
programs to comply with applicable environmental laws and regulations that affect our operations, compared to $387 million in 2011 and $372 million in 2010 . The
increase in environmental costs in 2012, compared with 2011 and 2010, primarily relates to higher expenditures for land and settlements of environmental matters
(see Note 13 for further discussion). For 2013 , we expect to incur approximately $600 million of aggregate environmental capital expenditures and other
environmental costs, which are part of our overall 2013 operating budget. The timing and amount of estimated payments could change as a result of changes in
regulatory requirements, changes in scope and timing of reclamation activities, the settlement of environmental matters and as actual spending occurs.

Refer to Note 13 for further information about environmental regulation, including significant environmental matters.

Asset Retirement Obligations

We recognize AROs as liabilities when incurred, with the initial measurement at fair value. These obligations, which are initially estimated based on discounted cash
flow estimates, are accreted to full value over time through charges to income. Reclamation costs for disturbances are recorded as an ARO in the period of
disturbance. Our cost estimates are reflected on a third-party cost basis and comply with our legal obligation to retire tangible, long-lived assets. At December 31,
2012 , we had $1.1 billion recorded in our consolidated balance sheets for AROs. Spending on AROs totaled $47 million in 2012 , $49 million in 2011 and $38 million
in 2010 . For 2013, we expect to incur approximately $55 million for aggregate ARO payments. Refer to Note 13 for further discussion of reclamation and closure
costs.

Litigation and Other Contingencies
Refer to Note 13 and "Legal Proceedings" contained in Part |, Item 3 of our annual report on Form 10-K for the year ended December 31, 2012 , for further
discussion of contingencies associated with legal proceedings and other matters.

DISCLOSURES ABOUT MARKET RISKS

Commodity Price Risk

Our consolidated revenues include the sale of copper concentrates, copper cathodes, copper rod, gold, molybdenum and other metals by our North and South
America mines, the sale of copper concentrates (which also contain significant quantities of gold and silver) by our Indonesia mining operations, the sale of copper
cathodes and cobalt hydroxide by our Africa mining operations, the sale of molybdenum in various forms by our molybdenum operations, and the sale of copper
cathodes, copper anodes and gold in anodes and slimes by Atlantic Copper. Our financial results can vary significantly as a result of fluctuations in the market prices
of copper, gold, molybdenum, silver and cobalt. World market prices for these commodities have fluctuated historically and are affected by numerous factors beyond
our control. Because we cannot control the price of our products, the key measures that management focuses on in operating our business are sales volumes, unit
net cash costs and operating cash flow. Refer to “Outlook” for further discussion of projected sales volumes, unit net cash costs and operating cash flows for 2013 .
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For 2012 , 46 percent of our mined copper was sold in concentrate, 28 percent as cathode and 26 percent as rod from our North America operations. Substantially
all of our copper concentrate and cathode sales contracts provide final copper pricing in a specified future month (generally one to four months from the shipment
date) based primarily on quoted LME monthly average spot copper prices. We receive market prices based on prices in the specified future period, which results in
price fluctuations recorded through revenues until the date of settlement. We record revenues and invoice customers at the time of shipment based on then-current
LME prices, which results in an embedded derivative on our provisionally priced concentrate and cathode sales that is adjusted to fair value through earnings each
period, using the period-end forward prices, until the date of final pricing. To the extent final prices are higher or lower than what was recorded on a provisional basis,
an increase or decrease to revenues is recorded each reporting period until the date of final pricing. Accordingly, in times of rising copper prices, our revenues
benefit from adjustments to the final pricing of provisionally priced sales pursuant to contracts entered into in prior periods; in times of falling copper prices, the
opposite occurs.

Following are the favorable (unfavorable) impacts of net adjustments to the prior years' provisionally priced copper sales for the years ended December 31 (in
millions, except per share amounts):

2012 2011 2010
Revenues $ 101 $ 12 s (24)
Net income attributable to FCX common stockholders $ 43 3 B) $ (10)
Net income per share of FCX common stock $ 0.05 $ (0.01) $ (0.01)

At December 31, 2012 , we had provisionally priced copper sales at our copper mining operations, primarily South America and Indonesia, totaling 341 million
pounds of copper (net of intercompany sales and noncontrolling interests) recorded at an average price of $3.59 per pound, subject to final pricing over the next
several months. We estimate that each $0.05 change in the price realized from the December 31, 2012 , provisional price recorded would have a net impact on our
2013 consolidated revenues of approximately $24 million ( $11 million to net income attributable to common stockholders). The LME spot copper price closed at
$3.72 per pound on February 15, 2013 .

On limited past occasions, in response to market conditions, we have entered into copper and gold price protection contracts for a portion of our expected future
mine production to mitigate the risk of adverse price fluctuations. We do not currently intend to enter into similar hedging programs in the future.

Foreign Currency Exchange Risk

The functional currency for most of our operations is the U.S. dollar. All of our revenues and a significant portion of our costs are denominated in U.S. dollars;
however, some costs and certain asset and liability accounts are denominated in local currencies, including the Indonesian rupiah, Australian dollar, Chilean peso,
Peruvian nuevo sol, and euro. Generally, our results are positively affected when the U.S. dollar strengthens in relation to those foreign currencies and adversely
affected when the U.S. dollar weakens in relation to those foreign currencies.

Following is a summary of estimated annual payments and the impact of changes in foreign currency rates on our annual operating costs:

10% Change in

Exchange Rate per $1 Exchange Rate
at December 31, Estimated Annual Payments (in millions) #
2012 2011 2010 (in local currency) (in millions) * Increase Decrease

Indonesia

Rupiah 9,622 9,060 8,990 5.3 trillion $ 551 $ 50) $ 61

Australian dollar 0.93 0.98 0.98 230 million  $ 246 % 22) $ 27
South America

Chilean peso 480 519 468 300 billion  $ 625 $ 67 $ 69

Peruvian nuevo sol 2.55 2.70 2.81 380 million $ 149 3 14) $ 17
Atlantic Copper

Euro 0.76 0.77 0.75 140 million $ 185 $ a7 $ 21

a. Reflects the estimated impact on annual operating costs assuming a 10 percent increase or decrease in the exchange rate reported at December 31, 2012 .

b. Based on December 31, 2012, exchange rates.
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Interest Rate Risk

At December 31, 2012 , we had total debt of $3.5 billion , of which approximately five percent was variable-rate debt with interest rates based on the London
Interbank Offered Rate (LIBOR) or the Euro Interbank Offered Rate (EURIBOR). The table below presents average interest rates for our scheduled maturities of
principal for our outstanding debt and the related fair values at December 31, 2012 (in millions, except percentages):

2013 2014 2015 2016 2017 Thereafter Fair Value
Fixed-rate debt $ — $ — $ 500 $ — $ 500 $ 2,357 $ 3,419
Average interest rate —% —% 1.4% —% 2.2% 4.2% 3.5%
Variable-rate debt $ 2 $ — 3 — 3 — 3 — $ 168 $ 170
—% * —% —% —% —% 4.0% 4.0%

Average interest rate

a. Lessthan 0.01%.
NEW ACCOUNTING STANDARDS
We do not expect the provisions of recently issued accounting standards to have a significant impact on our future financial statements and disclosures.
OFF-BALANCE SHEET ARRANGEMENTS
Refer to Note 14 for discussion of off-balance sheet arrangements.
PRODUCT REVENUES AND PRODUCTION COSTS

Unit net cash costs per pound of copper and molybdenum are measures intended to provide investors with information about the cash-generating capacity of our
mining operations expressed on a basis relating to the primary metal product for the respective operations. We use this measure for the same purpose and for
monitoring operating performance by our mining operations. This information differs from measures of performance determined in accordance with U.S. GAAP and
should not be considered in isolation or as a substitute for measures of performance determined in accordance with U.S. GAAP. This measure is presented by other
metals mining companies, although our measures may not be comparable to similarly titted measures reported by other companies.

We present gross profit per pound of copper in the following tables using both a “by-product” method and a “co-product” method. We use the by-product method in
our presentation of gross profit per pound of copper because (i) the majority of our revenues are copper revenues, (ii) we mine ore, which contains copper, gold,
molybdenum and other metals, (iii) it is not possible to specifically assign all of our costs to revenues from the copper, gold, molybdenum and other metals we
produce, (iv) it is the method used to compare mining operations in certain industry publications and (v) it is the method used by our management and the Board to
monitor operations. In the co-product method presentation below, shared costs are allocated to the different products based on their relative revenue values, which
will vary to the extent our metals sales volumes and realized prices change.

We show revenue adjustments for prior period open sales as separate line items. Because these adjustments do not result from current period sales, we have
reflected these separately from revenues on current period sales. Noncash and other costs consist of items such as stock-based compensation costs, start-up costs,
write-offs of equipment and/or unusual charges. They are removed from site production and delivery costs in the calculation of unit net cash costs. As discussed
above, gold, molybdenum and other metal revenues at copper mines are reflected as credits against site production and delivery costs in the by-product method.
Following are presentations under both the by-product and co-product methods together with reconciliations to amounts reported in our consolidated financial
statements.
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North America Copper Mines Product Revenues and Pro duction Costs

Year Ended December 31, 2012

(In millions) By-Product Co-Product Method
Method Copper Molybdenum ? Other ® Total

Revenues, excluding adjustments $ 4908 $ 4908 $ 468 $ 91 $ 5,467
Site production and delivery, before net noncash

and other costs shown below 2,572 2,357 227 60 2,644
By-product credits * (487) — — — —
Treatment charges 161 147 — 14 161

Net cash costs 2,246 2,504 227 74 2,805
Depreciation, depletion and amortization 346 323 18 5) 346
Noncash and other costs, net 138 134 3 1 138

Total costs 2,730 2,961 248 80 3,289
Revenue adjustments, primarily for pricing on prior period open sales 4 4 — — 4
Gross profit $ 2,182 % 1951 $ 220 % 1 3% 2,182

Reconciliation to Amounts Reported
Depreciation,

Production Depletion and

Revenues and Delivery Amortization
Totals presented above $ 5467 $ 2644  $ 346
Treatment charges N/A 161 N/A
Net noncash and other costs N/A 138 N/A
Revenue adjustments, primarily for pricing on prior period open sales 4 N/A N/A
Eliminations and other 19 69 16
North America copper mines 5,490 3,012 362
South America mining 4,728 2,114 287
Indonesia mining 3,921 2,349 212
Africa mining 1,359 615 176
Molybdenum 1,255 1,033 65
Rod & Refining 5,016 4,993 9
Atlantic Copper Smelting & Refining 2,709 2,640 42
Corporate, other & eliminations (6,468) (6,374) 26
As reported in FCX’s consolidated financial statements $ 18,010 $ 10,382  $ 1,179

a. Molybdenum credits and revenues reflect volumes produced at market-based pricing.

b. Includes gold and silver product revenues and production costs .
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North America Copper Mines Product Revenues and Pro

duction Costs (continued)

Year Ended December 31, 2011
(In millions)

Revenues, excluding adjustments
Site production and delivery, before net noncash
and other costs shown below
By-product credits *
Treatment charges
Net cash costs
Depreciation, depletion and amortization
Noncash and other costs, net
Total costs
Revenue adjustments, primarily for pricing on prior period open sales
Gross profit

Reconciliation to Amounts Reported

Totals presented above

Treatment charges

Net noncash and other costs
Revenue adjustments, primarily for pricing on prior period open sales
Eliminations and other

North America copper mines

South America mining

Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refining
Corporate, other & eliminations

As reported in FCX’s consolidated financial statements

By-Product Co-Product Method
Method Copper Molybdenum # Other ® Total
$ 4,968 $ 4968 % 546 111 $ 5,625
2,213 1,987 238 46 2,271
(599) — — — —
138 132 — 6 138
1,752 2,119 238 52 2,409
264 247 13 4 264
166 161 4 1 166
2,182 2,527 255 57 2,839
1) (1) — — 1)
$ 2,785 $ 2,440 $ 291 54 % 2,785
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
$ 5625 $ 2271 $ 264
N/A 138 N/A
N/A 166 N/A
1) N/A N/A
9 54 15
5,633 2,629 279
5,258 1,905 258
5,046 1,791 215
1,289 591 140
1,424 1,036 60
5,549 5,527 8
2,984 2,991 40
(6,303) (6,572) 22
$ 20,880 $ 9,898 % 1,022

a. Molybdenum credits and revenues reflect volumes produced at market-based pricing.

b. Includes gold and silver product revenues and production costs.
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North America Copper Mines Product Revenues and Pro

duction Costs (continued)

Year Ended December 31, 2010
(In millions)

Revenues, excluding adjustments
Site production and delivery, before net noncash
and other costs shown below
By-product credits *
Treatment charges
Net cash costs
Depreciation, depletion and amortization
Noncash and other costs, net
Total costs
Revenue adjustments, primarily for pricing on prior period open sales
Gross profit

Reconciliation to Amounts Reported

Totals presented above

Treatment charges

Net noncash and other costs
Revenue adjustments, primarily for pricing on prior period open sales
Eliminations and other

North America copper mines

South America mining

Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refining
Corporate, other & eliminations

As reported in FCX’s consolidated financial statements

By-Product Co-Product Method
Method Copper Molybdenum # Other ® Total
$ 3,702 % 3,702 % 383 58 4,143
1,621 1,456 195 29 1,680
(382) — — — —
105 102 — 3 105
1,344 1,558 195 32 1,785
256 241 13 2 256
218 217 1 — 218
1,818 2,016 209 34 2,259
2 2 — — 2
$ 1882 $ 1684 $ 174 24 1,882
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
$ 4,143 $ 1,680 $ 256
N/A 105 N/A
N/A 218 N/A
) N/A N/A
32 49 17
4,173 2,052 273
4,991 1,678 250
6,377 1,946 257
1,106 488 128
1,205 784 51
4,470 4,442 8
2,491 2,470 38
(5,831) (5,525) 31
$ 18,982 % 8335 % 1,036

a. Molybdenum credits and revenues reflect volumes produced at market-based pricing.

b. Includes gold and silver product revenues and production costs.
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South America Mining Product Revenues and Productio n Costs

Year Ended December 31, 2012

(In millions) By-Product Co-Product Method
Method Copper Other Total

Revenues, excluding adjustments $ 4,462 $ 4462 % 355 ’ $ 4,817
Site production and delivery, before net noncash

and other costs shown below 1,995 ° 1,846 173 2,019
By-product credits (331) — — —
Treatment charges 202 202 — 202

Net cash costs 1,866 2,048 173 2,221
Depreciation, depletion and amortization 287 272 15 287
Noncash and other costs, net 110 75 35 110

Total costs 2,263 2,395 223 2,618
Revenue adjustments, primarily for pricing on prior period open sales 106 106 — 106
Gross profit $ 2,305 $ 2,173 % 132 $ 2,305

Reconciliation to Amounts Reported
Depreciation,

Production Depletion and

Revenues and Delivery Amortization
Totals presented above $ 4,817 $ 2019 3 287
Treatment charges (202) N/A N/A
Net noncash and other costs N/A 110 N/A
Revenue adjustments, primarily for pricing on prior period open sales 106 N/A N/A
Eliminations and other 7 (15) —
South America mining 4,728 2,114 287
North America copper mines 5,490 3,012 362
Indonesia mining 3,921 2,349 212
Africa mining 1,359 615 176
Molybdenum 1,255 1,033 65
Rod & Refining 5,016 4,993 9
Atlantic Copper Smelting & Refining 2,709 2,640 42
Corporate, other & eliminations (6,468) (6,374) 26
As reported in FCX’s consolidated financial statements $ 18,010 $ 10382 $ 1,179

a. Includes gold sales of 82 thousand ounces ( $1,673 per ounce average realized price) and silver sales of 3.2 million ounces ( $30.33 per ounce average realized price); also
includes sales of Cerro Verde production to our molybdenum sales company of 8 million pounds ( $10.58 per pound average realized price), which reflects molybdenum produced
at market-based pricing.

b. Includes charges totaling $16 million associated with labor agreement costs at Candelaria.
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Year Ended December 31, 2011

South America Mining Product Revenues and Productio

n Costs (continued)

(In millions) By-Product Co-Product Method
Method Copper Other Total
Revenues, excluding adjustments $ 4,989 $ 4989 % 477 5,466
Site production and delivery, before net noncash
and other costs shown below 1,826 1,679 172 1,851
By-product credits (452) — — —
Treatment charges 219 219 — 219
Net cash costs 1,593 1,898 172 2,070
Depreciation, depletion and amortization 258 242 16 258
Noncash and other costs, net 82 75 7 82
Total costs 1,933 2,215 195 2,410
Revenue adjustments, primarily for pricing on prior period open sales 15 (4) 19 15
Gross profit $ 3,071 $ 2770 % 301 3,071
Reconciliation to Amounts Reported
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
Totals presented above $ 5,466 $ 1851 $ 258
Treatment charges (219) N/A N/A
Net noncash and other costs N/A 82 N/A
Revenue adjustments, primarily for pricing on prior period open sales 15 N/A N/A
Eliminations and other (4) (28) —
South America mining 5,258 1,905 258
North America copper mines 5,633 2,629 279
Indonesia mining 5,046 1,791 215
Africa mining 1,289 591 140
Molybdenum 1,424 1,036 60
Rod & Refining 5,549 5,527 8
Atlantic Copper Smelting & Refining 2,984 2,991 40
Corporate, other & eliminations (6,303) (6,572) 22
As reported in FCX’s consolidated financial statements $ 20,880 $ 9898 $ 1,022

a. Includes gold sales of 101 thousand ounces ( $1,580 per ounce average realized price) and silver sales of 3.2 million ounces ( $36.81 per ounce average realized price); also
includes sales of Cerro Verde production to our molybdenum sales company of 10 million pounds ( $13.78 per pound average realized price), which reflects molybdenum

produced at market-based pricing.

b. Includes $50 million for bonuses paid at Cerro Verde and El Abra pursuant to new labor agreements.
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South America Mining Product Revenues and Productio n Costs (continued)

Year Ended December 31, 2010

(In millions) By-Product Co-Product Method
Method Copper Other Total

Revenues, excluding adjustments $ 4911 % 4911 % 299 ’ $ 5,210
Site production and delivery, before net noncash

and other costs shown below 1,613 1,521 110 1,631
By-product credits (281) — — —
Treatment charges 207 207 — 207

Net cash costs 1,539 1,728 110 1,838
Depreciation, depletion and amortization 249 237 12 249
Noncash and other costs, net 63 58 5 63

Total costs 1,851 2,023 127 2,150
Revenue adjustments, primarily for pricing on prior period open sales (14) (14) — (14)
Gross profit $ 3,046 $ 2874 % 172 $ 3,046

Reconciliation to Amounts Reported
Depreciation,

Production Depletion and

Revenues and Delivery Amortization
Totals presented above $ 5,210 $ 1,631 $ 249
Treatment charges (207) N/A N/A
Net noncash and other costs N/A 63 N/A
Revenue adjustments, primarily for pricing on prior period open sales (14) N/A N/A
Eliminations and other 2 (16) 1
South America mining 4,991 1,678 250
North America copper mines 4,173 2,052 273
Indonesia mining 6,377 1,946 257
Africa mining 1,106 488 128
Molybdenum 1,205 784 51
Rod & Refining 4,470 4,442 8
Atlantic Copper Smelting & Refining 2,491 2,470 38
Corporate, other & eliminations (5,831) (5,525) 31
As reported in FCX’s consolidated financial statements $ 18,982 $ 8335 $ 1,036

a. Includes gold sales of 93 thousand ounces ( $1,263 per ounce average realized price) and silver sales of 2.7 million ounces ( $20.53 per ounce average realized price); also
includes sales of Cerro Verde production to our molybdenum sales company of 7 million pounds ( $14.12 per pound average realized price), which reflects molybdenum produced
at market-based pricing.
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Indonesia Mining Product Revenues and Production Co sts
Year Ended December 31, 2012
(In millions) By-Product Co-Product Method
Method Copper Gold Silver Total
Revenues, excluding adjustments $ 2,564 $ 2564 % 1522 $ 64 $ 4,150
Site production and delivery, before net noncash
and other costs shown below 2,230 1,378 818 34 2,230
Gold and silver credits (1,589) — — — —
Treatment charges 152 94 56 2 152
Royalty on metals 93 58 34 1 93
Net cash costs 886 1,530 908 37 2,475
Depreciation and amortization 212 131 78 3 212
Noncash and other costs, net 82 50 30 2 82
Total costs 1,180 1,711 1,016 42 2,769
Revenue adjustments, primarily for pricing on prior period open sales 13 13 8 — 16
PT Smelting intercompany loss 37) (23) (13) Q) 37)
Gross profit $ 1,360 $ 843 % 496 $ 21 $ 1,360
Reconciliation to Amounts Reported
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
Totals presented above $ 4,150 $ 2,230 $ 212
Treatment charges (152) N/A N/A
Royalty on metals (93) N/A N/A
Net noncash and other costs N/A 82 N/A
Revenue adjustments, primarily for pricing on prior period open sales 16 N/A N/A
PT Smelting intercompany loss N/A 37 N/A
Indonesia mining 3,921 2,349 212
North America copper mines 5,490 3,012 362
South America mining 4,728 2,114 287
Africa mining 1,359 615 176
Molybdenum 1,255 1,033 65
Rod & Refining 5,016 4,993 9
Atlantic Copper Smelting & Refining 2,709 2,640 42
Corporate, other & eliminations (6,468) (6,374) 26
$ 18,010 $ 10,382 % 1,179

As reported in FCX’s consolidated financial statements

a. Includes silver sales of 2.1 million ounces ( $30.70 per ounce average realized price).
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Indonesia Mining Product Revenues and Production Co

sts (continued)

Year Ended December 31, 2011
(In millions)

Revenues, excluding adjustments
Site production and delivery, before net noncash

and other costs shown below
Gold and silver credits
Treatment charges
Royalty on metals
Net cash costs
Depreciation and amortization
Noncash and other costs, net
Total costs
Revenue adjustments, primarily for pricing on prior period open sales
PT Smelting intercompany profit
Gross profit

Reconciliation to Amounts Reported

Totals presented above

Treatment charges

Royalty on metals

Net noncash and other costs
Revenue adjustments, primarily for pricing on prior period open sales
PT Smelting intercompany profit
Indonesia mining

North America copper mines

South America mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refining
Corporate, other & eliminations

As reported in FCX’s consolidated financial statements

By-Product Co-Product Method
Method Copper Gold Total
$ 3261 $ 3261 $ 2,011 % 97 % 5,369
1,869 1,135 700 34 1,869
(2,090) — — — —
156 95 58 3 156
137 83 52 2 137
72 1,313 810 39 2,162
215 131 80 4 215
88 20 12 1 88
320 1,464 902 44 2,410
(12) (12) (18) — (30)
111 67 41 3 111
$ 3,040 $ 1852 % 1,132 % 56 $ 3,040
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
$ 5369 $ 1,869 $ 215
(156) N/A N/A
(137) N/A N/A
N/A 33 N/A
(30) N/A N/A
N/A (111) N/A
5,046 1,791 215
5,633 2,629 279
5,258 1,905 258
1,289 591 140
1,424 1,036 60
5,549 5,527 8
2,984 2,991 40
(6,303) (6,572) 22
$ 20,880 $ 9898 % 1,022

a. Includes silver sales of 2.7 million ounces ( $36.18 per ounce average realized price).

b. Includes $66 million associated with bonuses and other strike-related costs.
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Indonesia Mining Product Revenues and Production Co

sts (continued)

Year Ended December 31, 2010
(In millions)

Revenues, excluding adjustments
Site production and delivery, before net noncash
and other costs shown below
Gold and silver credits
Treatment charges
Royalty on metals
Net cash (credits) costs
Depreciation and amortization
Noncash and other costs, net
Total costs
Revenue adjustments, primarily for pricing on prior period open sales
PT Smelting intercompany loss
Gross profit

Reconciliation to Amounts Reported

Totals presented above

Treatment charges

Royalty on metals

Net noncash and other costs
Revenue adjustments, primarily for pricing on prior period open sales
PT Smelting intercompany loss
Indonesia mining

North America copper mines

South America mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refining
Corporate, other & eliminations

As reported in FCX’s consolidated financial statements

By-Product Co-Product Method
Method Copper Gold Total
$ 4475 % 4475 % 2,243 90 6,808
1,856 1,220 612 24 1,856
(2,334) — — — —
270 178 89 3 270
156 102 51 3 156
(52) 1,500 752 30 2,282
257 169 85 3 257
48 31 16 1 48
253 1,700 853 34 2,587
(6) (6) 1 — (5)
(42) (28) (14) — (42)
$ 4,174  $ 2,741 % 1,377 56 4,174
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
$ 6,808 $ 1856 $ 257
(270) N/A N/A
(156) N/A N/A
N/A 48 N/A
5) N/A N/A
N/A 42 N/A
6,377 1,946 257
4,173 2,052 273
4,991 1,678 250
1,106 488 128
1,205 784 51
4,470 4,442 8
2,491 2,470 38
(5,831) (5,525) 31
$ 18,982 % 833 % 1,036

a. Includes silver sales of 4.1 million ounces ( $21.99 per ounce average realized price).
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Africa Mining Product Revenues and Production Costs

Year Ended December 31, 2012
(In millions)

Revenues, excluding adjustments *
Site production and delivery, before net noncash
and other costs shown below
Cobalt credits
Royalty on metals
Net cash costs
Depreciation, depletion and amortization
Noncash and other costs, net
Total costs
Revenue adjustments, primarily for pricing on prior period open sales
Gross profit

Reconciliation to Amounts Reported

Totals presented above

Royalty on metals

Net noncash and other costs
Revenue adjustments, primarily for pricing on prior period open sales
Africa mining

North America copper mines

South America mining

Indonesia mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refining
Corporate, other & eliminations

As reported in FCX'’s consolidated financial statements

a. Includes point-of-sale transportation costs as negotiated in customer contracts.

b. Net of cobalt downstream processing and freight costs.

By-Product Co-Product Method
Method Copper Cobalt Total
1,179 $ 1,179 $ 194 3 1,373
501 465 121 586
(112) — — —
25 22 3 25
414 487 124 611
176 160 16 176
29 26 3 29
619 673 143 816
8 8 3 11
568 $ 514 % 54 $ 568
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
1,373 $ 586 $ 176
(25) N/A N/A
N/A 29 N/A
11 N/A N/A
1,359 615 176
5,490 3,012 362
4,728 2,114 287
3,921 2,349 212
1,255 1,033 65
5,016 4,993 9
2,709 2,640 42
(6,468) (6,374) 26
18,010 $ 10,382 $ 1,179
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Africa Mining Product Revenues and Production Costs

(continued)

Year Ended December 31, 2011
(In millions)

Revenues, excluding adjustments *
Site production and delivery, before net noncash
and other costs shown below
Cobalt credits
Royalty on metals
Net cash costs
Depreciation, depletion and amortization
Noncash and other costs, net
Total costs
Revenue adjustments, primarily for pricing on prior period open sales
Gross profit

Reconciliation to Amounts Reported

Totals presented above

Royalty on metals

Net noncash and other costs
Revenue adjustments, primarily for pricing on prior period open sales
Africa mining

North America copper mines

South America mining

Indonesia mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refining
Corporate, other & eliminations

As reported in FCX'’s consolidated financial statements

a. Includes point-of-sale transportation costs as negotiated in customer contracts.

b. Net of cobalt downstream processing and freight costs.

By-Product Co-Product Method
Method Copper Cobalt Total
1,059 $ 1,059 $ 253 1,312
444 393 141 534
(165) — — —
24 20 4 24
303 413 145 558
140 120 20 140
57 49 8 57
500 582 173 755
1) 1) 2 1
558 $ 476 $ 82 558
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
1,312 $ 534 $ 140
(24) N/A N/A
N/A 57 N/A
1 N/A N/A
1,289 591 140
5,633 2,629 279
5,258 1,905 258
5,046 1,791 215
1,424 1,036 60
5,549 5,527 8
2,984 2,991 40
(6,303) (6,572) 22
20,880 $ 9898 % 1,022
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Africa Mining Product Revenues and Production Costs

(continued)

Year Ended December 31, 2010
(In millions)

Revenues, excluding adjustments *
Site production and delivery, before net noncash
and other costs shown below
Cobalt credits ©
Royalty on metals
Net cash costs
Depreciation, depletion and amortization
Noncash and other costs, net
Total costs

Revenue adjustments, primarily for pricing on prior period
open sales

Gross profit

Reconciliation to Amounts Reported

Totals presented above
Royalty on metals
Net noncash and other costs

Revenue adjustments, primarily for pricing on prior period
open sales

Africa mining

North America copper mines

South America mining

Indonesia mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting & Refining
Corporate, other & eliminations

As reported in FCX’s consolidated financial statements
a. Includes point-of-sale transportation costs as negotiated in customer contracts.

b. Net of cobalt downstream processing and freight costs.

By-Product Co-Product Method
Method Copper Cobalt Total
$ 904 $ 904 $ 218 $ 1,122
366 323 115 438
(150) — — —
20 16 4 20
236 339 119 458
128 107 21 128
50 43 7 50
414 489 147 636
— — 4 4
$ 490 $ 415 $ 75 $ 490
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
$ 1,122 $ 438 $ 128
(20) N/A N/A
N/A 50 N/A
4 N/A N/A
1,106 488 128
4,173 2,052 273
4,991 1,678 250
6,377 1,946 257
1,205 784 51
4,470 4,442 8
2,491 2,470 38
(5,831) (5,525) 31
$ 18,982 $ 8335 $ 1,036
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Henderson Molybdenum Mine Product Revenues and Prod

uction Costs

(In millions)
Revenues, excluding adjustments
Site production and delivery, before net noncash
and other costs shown below
Treatment charges and other
Net cash costs
Depreciation, depletion and amortization
Noncash and other costs, net
Total costs
Gross profit ®

Reconciliation to Amounts Reported

Year Ended December 31, 2012
Totals presented above

Treatment charges and other

Net noncash and other costs

Henderson mine

Other molybdenum operations and eliminations °
Molybdenum

North America copper mines

South America mining

Indonesia mining

Africa mining

Rod & Refining

Atlantic Copper Smelting & Refining

Corporate, other & eliminations

As reported in FCX’s consolidated financial statements

Year Ended December 31, 2011
Totals presented above
Treatment charges and other
Net noncash and other costs

Henderson mine

Other molybdenum operations and eliminations °
Molybdenum

North America copper mines

South America mining

Indonesia mining

Africa mining

Rod & Refining

Atlantic Copper Smelting & Refining

Corporate, other & eliminations

As reported in FCX’s consolidated financial statements

Year Ended December 31, 2010
Totals presented above
Treatment charges and other
Net noncash and other costs

Henderson mine

Other molybdenum operations and eliminations °
Molybdenum

North America copper mines

South America mining

Indonesia mining

Africa mining

Rod & Refining

Atlantic Copper Smelting & Refining

Corporate, other & eliminations

As reported in FCX’s consolidated financial statements
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Years Ended December 31,

2012 2011 2010
484  $ 628 $ 637
210 209 193
30 33 43
240 242 236
88 37 34
8 2 1
281 281 271
203 % 347 % 366
Depreciation,
Production Depletion and
Revenues and Delivery Amortization
484 % 210 $ 33
(30) N/A N/A
N/A 8 N/A
454 218 33
801 815 32
1,255 1,033 65
5,490 3,012 362
4,728 2,114 287
3,921 2,349 212
1,359 615 176
5,016 4,993 9
2,709 2,640 42
(6,468) (6,374) 26
18,010 $ 10,382 % 1,179
628 $ 209 $ 37
(33) N/A N/A
N/A 2 N/A
595 211 37
829 825 23
1,424 1,036 60
5,633 2,629 279
5,258 1,905 258
5,046 1,791 215
1,289 591 140
5,549 5,527 8
2,984 2,991 40
(6,303) (6,572) 22
20,880 $ 9898 % 1,022
637 $ 193 $ 34
(43) N/A N/A
N/A 1 N/A
594 194 34
611 590 17
1,205 784 51
4,173 2,052 273
4,991 1,678 250
6,377 1,946 257
1,106 488 128
4,470 4,442 8
2,491 2,470 38
(5,831) (5,525) 31
18,982 % 8335 % 1,036
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a. Gross profit reflects sales of Henderson production to our molybdenum sales company based on volumes produced at market-based pricing. On a consolidated basis, the
Molybdenum division includes profits on sales as they are made to third parties and realizations based on actual contract terms. As a result, the actual gross profit realized will
differ from the amounts reported in this table.

b. Primarily includes amounts associated with the molybdenum sales company, which includes sales of molybdenum produced by our North and South America copper mines. Also
includes the results of the Climax molybdenum mine, which commenced commercial production in May 2012.

CAUTIONARY STATEMENT

Our discussion and analysis contains forward-looking statements in which we discuss factors we believe may affect our future performance. Forward-looking
statements are all statements other than statements of historical facts, such as those statements regarding projected ore grades and milling rates, projected
production and sales volumes, projected unit net cash costs, projected operating cash flows, projected capital expenditures, exploration efforts and results, mine
production and development plans, the impact of deferred intercompany profits on earnings, liquidity, other financial commitments and tax rates, the impact of
copper, gold, molybdenum and cobalt price changes, future dividend payments and potential share purchases. The words “anticipates,” “may,” “can,” “plans,”
“believes,” “estimates,” “expects,” “projects,” “intends,” “likely,” “will,” “should,” “to be,” and any similar expressions are intended to identify those assertions as
forward-looking statements. The declaration of dividends is at the discretion of our Board and will depend on our financial results, cash requirements, future

prospects, the impact of proposed acquisitions and other factors deemed relevant by the Board.

" u " "o "

We caution readers that forward-looking statements are not guarantees of future performance and our actual results may differ materially from those anticipated,
projected or assumed in the forward-looking statements. Important factors that can cause our actual results to differ materially from those anticipated in the forward-
looking statements include commaodity prices, mine sequencing, production rates, industry risks, regulatory changes, political risks, the outcome of ongoing
discussions with the Indonesian government, the potential effects of violence in Indonesia, the resolution of administrative disputes in the DRC, weather- and
climate-related risks, labor relations, environmental risks, litigation results, currency translation risks, risks associated with the completion of pending acquisitions and
other factors described in more detail under the heading “Risk Factors” in our annual report on Form 10-K for the year ended December 31, 2012 , filed with the SEC
as updated by our subsequent filings with the SEC.

Investors are cautioned that many of the assumptions on which our forward-looking statements are based are likely to change after our forward-looking statements
are made, including for example commaodity prices, which we cannot control, and production volumes and costs, some aspects of which we may or may not be able
to control. Further, we may make changes to our business plans that could or will affect our results. We caution investors that we do not intend to update our
forward-looking statements more frequently than quarterly notwithstanding any changes in our assumptions, changes in our business plans, our actual experience or
other changes, and we undertake no obligation to update any forward-looking statements.
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Item 8. Financial Statements and Supplementary Data
MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Freeport-McMoRan Copper & Gold Inc.’s (the Company’s) management is responsible for establishing and maintaining adequate internal control over financial
reporting. Internal control over financial reporting is defined in Rule 13a-15(f) or 15d-15(f) under the Securities Exchange Act of 1934 as a process designed by, or
under the supervision of, the Company’s principal executive and principal financial officers and effected by the Company’s Board of Directors, management and
other personnel, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles and includes those policies and procedures that:

* Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the Company’s assets;

¢ Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the Company are being made only in accordance with authorizations of management
and directors of the Company; and

* Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could
have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Our management, including our principal executive officer and principal financial officer, assessed the effectiveness of our internal control over financial reporting as
of the end of the fiscal year covered by this annual report on Form 10-K. In making this assessment, our management used the criteria set forth in Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on our management's assessment,
management concluded that, as of December 31, 2012 , our Company’s internal control over financial reporting is effective based on the COSO criteria.

Ernst & Young LLP, an independent registered public accounting firm, who audited the Company’s consolidated financial statements included in this Form 10-K, has
issued an attestation report on the Company’s internal control over financial reporting, which is included herein.

/sl Richard C. Adkerson /sl Kathleen L. Quirk
Richard C. Adkerson Kathleen L. Quirk
President and Chief Executive Officer Executive Vice President,

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 Freeport-McMoRan Copper & Gold Inc.’s internal control over financial reporting as of December 31, 2012 , based on criteria established in
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). Freeport-McMoRan
Copper & Gold Inc.’s management is responsible for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of
internal control over financial reporting included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to
express an opinion on the company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company'’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company'’s internal control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

In our opinion, Freeport-McMoRan Copper & Gold Inc. maintained, in all material respects, effective internal control over financial reporting as of December 31,
2012 , based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets of
Freeport-McMoRan Copper & Gold Inc. as of December 31, 2012 and 2011 and the related consolidated statements of income, comprehensive income, equity and
cash flows for each of the three years in the period ended December 31, 2012 , and our report dated February 22, 2013 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Phoenix, Arizona
February 22, 2013
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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 balance sheets of Freeport-McMoRan Copper & Gold Inc. as of December 31, 2012 and 2011 , and the related
consolidated statements of income, comprehensive income, equity and cash flows for each of the three years in the period ended December 31, 2012 . These
financial statements are the responsibility of the company’s management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Freeport-McMoRan Copper &
Gold Inc. at December 31, 2012 and 2011 , and the consolidated results of its operations and its cash flows for each of the three years in the period ended
December 31, 2012 , in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Freeport-McMoRan Copper & Gold

Inc.’s internal control over financial reporting as of December 31, 2012 , based on criteria established in Internal Control-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 22, 2013 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Phoenix, Arizona
February 22, 2013
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Revenues
Cost of sales:

Production and delivery

Depreciation, depletion and amortization

Total cost of sales
Selling, general and administrative expenses
Exploration and research expenses
Environmental obligations and shutdown costs
Gain on insurance settlement
Total costs and expenses

Operating income
Interest expense, net
Losses on early extinguishment of debt
Other income (expense), net
Income before income taxes and equity in affiliated

companies’ net earnings
Provision for income taxes
Equity in affiliated companies’ net earnings
Net income
Net income attributable to noncontrolling interests
Preferred dividends

Net income attributable to FCX common stockholders

Net income per share attributable to FCX common stockholders:

Basic
Diluted

Weighted-average common shares outstanding:
Basic

Diluted

Dividends declared per share of common stock

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31,

2012 2011 2010
(In millions, except per share amounts)

$ 18,010 $ 20,880 $ 18,982
10,382 9,898 8,335

1,179 1,022 1,036

11,561 10,920 9,371

431 415 381

285 271 143

(22) 134 19

(59) = =

12,196 11,740 9,914

5,814 9,140 9,068
(186) (312) (462)
(168) (68) (81)
27 58 (13)

5,487 8,818 8,512

(1,510) (3,087) (2,983)

3 16 15

3,980 5,747 5,544

(939) (1,187) (1,208)

— — (63)

$ 3,041 % 4560 $ 4,273
$ 320 $ 481 % 4.67
$ 319 % 478 % 457
949 947 915

954 955 949

$ 125 $ 150 $ 1.125

The accompanying Notes to Consolidated Financial Statements are an integral part of these consolidated financial statements.
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FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31,

2012 2011 2010
(In millions)
Net income $ 3,980 $ 5747  $ 5,544
Other comprehensive loss, net of taxes:
Defined benefit plans:
Actuarial losses arising during the period (66) (137) (55)
Amortization of unrecognized amounts included in net
periodic benefit costs 26 15 15
Adjustment to deferred tax valuation allowance (1) (20) (14)
Translation adjustments arising during the period Q) ) —
Unrealized gains (losses) on securities arising during the period — 1) 2
Other comprehensive loss (42) (145) (52)
Total comprehensive income 3,938 5,602 5,492
Total comprehensive income attributable to noncontrolling
interests (938) (1,184) (1,206)
Total comprehensive income attributable to FCX common
stockholders $ 3,000 $ 4418 $ 4,286

The accompanying Notes to Consolidated Financial Statements are an integral part of these consolidated financial statements.
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FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

2012 2011 2010

(In millions)
Cash flow from operating activities:
Net income $ 3,980 $ 5,747 $ 5,544
Adjustments to reconcile net income to net cash provided by
operating activities:

Depreciation, depletion and amortization 1,179 1,022 1,036
Stock-based compensation 100 117 121
Pension plans contributions (140) (46) (22)
Net charges for reclamation and environmental obligations,
including accretion 22 208 167
Payments for reclamation and environmental obligations (246) (170) (196)
Losses on early extinguishment of debt 168 68 81
Deferred income taxes 269 523 286
Increase in long-term mill and leach stockpiles (269) (262) (103)
Other, net 128 (126) 193
(Increases) decreases in working capital and other tax payments:
Accounts receivable (365) 1,246 (680)
Inventories (729) (431) (593)
Other current assets (76) (57) (24)
Accounts payable and accrued liabilities 209 (387) 331
Accrued income taxes and other tax payments (456) (832) 132
Net cash provided by operating activities 3,774 6,620 6,273

Cash flow from investing activities:
Capital expenditures:

North America copper mines (827) (495) (233)
South America (931) (603) (470)
Indonesia (843) (648) (436)
Africa (539) (193) (100)
Molybdenum (258) (461) (89)
Other (96) (134) (84)
Investment in McMoRan Exploration Co. 29 25 (500)
Other, net 2 (26) 43
Net cash used in investing activities (3,463) (2,535) (1,869)

Cash flow from financing activities:

Repayments of debt (3,186) (1,313) (1,724)
Proceeds from debt 3,029 48 70
Cash dividends paid:
Common stock (1,129) (1,423) (885)
Preferred stock — — (95)
Noncontrolling interests (113) (391) (816)
Debt financing costs (51) (20) —
Contributions from noncontrolling interests 15 62 28
Net (payments for) proceeds from stock-based awards (1) 3 81
Excess tax benefit from stock-based awards 8 23 19
Net cash used in financing activities (1,428) (3,001) (3,322)
Net (decrease) increase in cash and cash equivalents (1,117) 1,084 1,082
Cash and cash equivalents at beginning of year 4,822 3,738 2,656
Cash and cash equivalents at end of year $ 3705 $ 4822  $ 3,738

The accompanying Notes to Consolidated Financial Statements are an integral part of these consolidated financial statements.
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ASSETS
Current assets:
Cash and cash equivalents
Trade accounts receivable
Income taxes receivable
Other accounts receivable
Inventories:
Mill and leach stockpiles
Materials and supplies, net
Product
Other current assets
Total current assets
Property, plant, equipment and development costs, net
Long-term mill and leach stockpiles
Long-term receivables
Other assets
Total assets

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable and accrued liabilities
Current portion of deferred income taxes
Dividends payable
Current portion of reclamation and environmental obligations
Accrued income taxes
Current portion of debt
Total current liabilities
Long-term debt, less current portion
Deferred income taxes
Reclamation and environmental obligations, less current portion
Other liabilities
Total liabilities

Equity:
FCX stockholders’ equity:

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED BALANCE SHEETS

December 31,

2012 2011

(In millions, except par values)

Common stock, par value $0.10, 1,073 shares and 1,071 shares

issued, respectively
Capital in excess of par value
Retained earnings
Accumulated other comprehensive loss

Common stock held in treasury — 124 shares and 123 shares, respectively,

at cost
Total FCX stockholders’ equity
Noncontrolling interests
Total equity

Total liabilities and equity

The accompanying Notes to Consolidated Financial Statements are an integral part of these consolidated financial statements.

$ 3705 $ 4,822
927 892

436 70

266 180

1,672 1,289

1,504 1,354

1,400 1,226

387 214

10,297 10,047

20,999 18,449

1,955 1,686

769 675

1,420 1,213

$ 35440 $ 32,070
$ 2324 $ 2,194
384 103

299 240

241 236

93 163

2 4

3,343 2,940

3,525 3,533

3,490 3,255

2,127 2,138

1,644 1,651

14,129 13,517

107 107

19,119 19,007

2,399 546

(506) (465)

(3,576) (3,553)

17,543 15,642

3,768 2,911

21,311 18,553

$ 35440 $ 32,070
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Balance at January 1, 2010

Conversions of 6%% Mandatory Convertible Preferred
Stock

Conversions of 7% Convertible Senior Notes
Exercised and issued stock-based awards
Stock-based compensation

Tax benefit for stock-based awards
Tender of shares for stock-based awards
Dividends on common stock

Dividends on preferred stock

Dividends to noncontrolling interests
Contributions from noncontrolling interests
Total comprehensive income (loss)
Balance at December 31, 2010

Exercised and issued stock-based awards
Stock-based compensation

Tax benefit for stock-based awards
Tender of shares for stock-based awards
Dividends on common stock

Dividends to noncontrolling interests
Contributions from noncontrolling interests
Total comprehensive income (loss)
Balance at December 31, 2011

Exercised and issued stock-based awards
Stock-based compensation

Tax benefit for stock-based awards
Tender of shares for stock-based awards
Dividends on common stock

Dividends to noncontrolling interests
Change in ownership interests
Contributions from noncontrolling interests
Total comprehensive income (loss)

Balance at December 31, 2012

The accompanying Notes to Consolidated Financial Statements are an integral part of these consolidated financial statements.

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF EQUITY

FCX Stockholders’ Equity

Mandatory
Convertible
Preferred Stock

Common Stock

Accumu-

Retained lated

Common Stock
Held in Treasury

Earnings Other Total FCX
Number Number Capitalin ~ (Accumu- Compre-  Number Stock- Non-
of At Par of AtPar  Excess of lated hensive of At holders’ controlling Total
Shares Value Shares Value Par Value Deficit) Loss Shares Cost Equity Interests Equity
(In millions)
29 $2875 981 $ 98 $ 15,637 $(5805) $ (273) 122  $(3413) $ 9,119 $ 1,638 $10,757
(29) (2,875) 79 8 2,867 — — — — — — —
— — — — 1 — — — — 1 — 1
— — 7 1 109 — — — — 110 — 110
— — — — 129 — — — — 129 — 129
— — — — 8 — — — — 8 — 8
— — — — — — — — (28) (28) — (28)
— — — — — (1,058) — — — (1,058) — (1,058)
— — — — — (63) — — — (63) — (63)
— — — — — — — — — — (816) (816)
— — — — — — — — — — 28 28
— — — — — 4,336 (50) — — 4,286 1,206 5,492
— — 1,067 107 18,751 (2,590) (323) 122 (3,441) 12,504 2,056 14,560
— — 4 — 48 — — — — 48 — 48
— — — — 117 — — — — 117 — 117
— — — — 24 — — — — 24 — 24
— — — — 67 — — 1 (112) (45) — (45)
— — — — — (1,424) — — — (1,424) — (1,424)
— — — — — — — — — — (391) (391)
— — — — — — — — — — 62 62
— — — — — 4,560 (142) — — 4,418 1,184 5,602
— — 1,071 107 19,007 546 (465) 123 (3,553) 15,642 2,911 18,553
— — 2 — 15 — — — — 15 — 15
— — — — 100 — — — — 100 — 100
— — — — 7 — — — — 7 — 7
— — — — 7 — — 1 (23) (16) — (16)
— — — — — (1,188) — — — (1,188) — (1,188)
— — — — — — — — — — (113) (113)
— — — — 17) — — — — 17 17 —
— — — — — — — — — — 15 15
— — — — — 3,041 (41) — — 3,000 938 3,938
-  $ — 1,073  $107 $ 19,119 $ 2,399 $ (506) 124 $(3576) $17543 $ 3,768  $21,311
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FREEPORT-McMoRan COPPER & GOLD INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation.  The consolidated financial statements of Freeport-McMoRan Copper & Gold Inc. (FCX) include the accounts of those subsidiaries where
FCX directly or indirectly has more than 50 percent of the voting rights and has the right to control significant management decisions. The most significant entities
that FCX consolidates include its 90.64 percent -owned subsidiary PT Freeport Indonesia and its wholly owned subsidiaries, Freeport-McMoRan Corporation (FMC)
and Atlantic Copper, S.L.U. (Atlantic Copper). FCX’s unincorporated joint ventures with Rio Tinto plc (Rio Tinto) and Sumitomo Metal Mining Arizona, Inc.
(Sumitomo) are reflected using the proportionate consolidation method (refer to Note 2 for further discussion). All significant intercompany transactions have been
eliminated. Dollar amounts in tables are stated in millions, except per share amounts.

Investments in unconsolidated companies owned 20 percent or more are recorded using the equity method. Investments in companies owned less than 20 percent ,
and for which FCX does not exercise significant influence, are carried at cost.

Proposed Acquisitions. On December 5, 2012 , FCX announced definitive agreements to acquire, in separate transactions, Plains Exploration & Production
Company (PXP) and McMoRan Exploration Co. (MMR). PXP per-share consideration is equivalent to 0.6531 shares of FCX's common stock and $25.00 in cash
(approximately $3.4 billion in cash and 91 million shares of FCX common stock). MMR per-share consideration consists of $14.75 in cash (approximately $3.4 billion
in cash, or $2.1 billion net of MMR interests owned by FCX and PXP) and 1.15 units of a royalty trust, which will hold a five percent overriding royalty interest in
future production from MMR's existing shallow water ultra-deep prospects. As further discussed in Note 20 , FCX has $5.5 billion in interim financing commitments
and $4.0 billion available under a five-year bank term loan to fund the cash portion of the merger consideration for both transactions and repay certain of PXP's and
MMR's outstanding debt. FCX is pursuing permanent financing for an additional $5.5 billion to replace the remaining interim financing commitments.

Completion of each transaction is subject to receipt of PXP and MMR stockholder approval of their respective transactions, regulatory approvals (including the
United States (U.S.) antitrust clearance under the Hart-Scott-Rodino Act) and other customary conditions. On December 26, 2012, the U.S. Federal Trade
Commission granted early termination of the Hart-Scott-Rodino waiting period with respect to both transactions. The PXP transaction is not conditioned on the
closing of the MMR transaction, and the MMR transaction is not conditioned on the closing of the PXP transaction. PXP and MMR shareholder meetings to approve
the respective transactions will be scheduled upon the effectiveness of the respective registration statements filed with the U.S. Securities and Exchange
Commission. The transactions are expected to close in second-quarter 2013, subject to satisfaction of all conditions to closing.

Additionally in January 2013, FCX, through a newly formed joint venture, entered into a definitive agreement to acquire a cobalt chemical refinery in Kokkola,
Finland, and the related sales and marketing business (refer to Note 20 for further discussion).

The information contained in the consolidated financial statements and the notes herein does not reflect FCX's acquisition of PXP, MMR or the cobalt chemical
business.

Business Segments.  FCX has organized its operations into five primary divisions — North America copper mines, South America mining, Indonesia mining, Africa
mining and Molybdenum operations. Notwithstanding this structure, FCX internally reports information on a mine-by-mine basis. Therefore, FCX concluded that its
operating segments include individual mines or operations. Operating segments that meet certain thresholds are reportable segments (refer to Note 17 for further
discussion).

Use of Estimates.  The preparation of FCX'’s financial statements in conformity with accounting principles generally accepted in the U.S. requires management to
make estimates and assumptions that affect the amounts reported in these financial statements and accompanying notes. The more significant areas requiring the
use of management estimates include mineral reserve estimation; useful asset lives for depreciation, depletion and amortization; environmental obligations;
reclamation and closure costs; estimates of recoverable copper in mill and leach stockpiles; pension, postretirement, postemployment and other employee benefits;
deferred taxes and valuation allowances; reserves for contingencies and litigation; and asset impairment, including estimates used to derive future cash flows
associated with those assets. Actual results could differ from those estimates.
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Foreign Currencies.  For foreign subsidiaries whose functional currency is the U.S. dollar, monetary assets and liabilities denominated in the local currency are
translated at current exchange rates, and non-monetary assets and liabilities, such as inventories, property, plant, equipment and development costs, are translated
at historical rates. Gains and losses resulting from translation of such account balances are included in operating results, as are gains and losses from foreign
currency transactions.

For foreign subsidiaries whose functional currency is the local currency, assets and liabilities are translated at current exchange rates, while revenues and expenses
are translated at average rates in effect for the period. The related translation gains and losses are included in accumulated other comprehensive loss within equity.

Cash Equivalents.  Highly liquid investments purchased with maturities of three months or less are considered cash equivalents.

Inventories. The components of inventories include mill and leach stockpiles, materials and supplies, and product inventories. Product inventories mostly include
finished goods (primarily concentrates and cathodes) at mining operations, and concentrates and work-in-process at Atlantic Copper’s smelting and refining
operations (refer to Note 3 for further discussion). Mill and leach stockpiles, and inventories of materials and supplies, as well as salable products, are stated at the
lower of weighted-average cost or market. Costs of finished goods and work-in-process ( i.e. , not materials and supplies) inventories include labor and benefits,
supplies, energy, depreciation, depletion, amortization, site overhead costs and other necessary costs associated with the extraction and processing of ore,
including, depending on the process, mining, haulage, milling, concentrating, smelting, leaching, solution extraction, refining, roasting and chemical processing.
Corporate general and administrative costs are not included in inventory costs.

Work-in-Process. In-process inventories include mill and leach stockpiles at mining operations and Atlantic Copper's in-process product inventories. In-process
inventories represent materials that are currently in the process of being converted to a salable product. Conversion processes for mining operations vary depending
on the nature of the copper ore and the specific mining operation. For sulfide ores, processing includes milling and concentrating and results in the production of
copper and molybdenum concentrates or, alternatively, copper cathode by concentrate leaching. For oxide ores and certain secondary sulfide ores, processing
includes leaching of stockpiles, solution extraction and electrowinning (SX/EW) and results in the production of copper cathodes. In-process stockpile material is
measured based on assays of the material included in these processes and projected recoveries. In-process inventories are valued based on the costs incurred to
various points in the process, including depreciation relating to associated process facilities.

Both mill and leach stockpiles generally contain lower grade ores that have been extracted from the ore body and are available for copper recovery. For mill
stockpiles, recovery is through milling, concentrating, smelting and refining or, alternatively, by concentrate leaching. For leach stockpiles, recovery is through
exposure to acidic solutions that dissolve contained copper and deliver it in solution to extraction processing facilities. The recorded cost of mill and leach stockpiles
includes mining and haulage costs incurred to deliver ore to stockpiles, depreciation, depletion, amortization and site overhead costs. Material is removed from the
stockpiles at a weighted-average cost per pound.

Because it is generally impracticable to determine copper contained in mill and leach stockpiles by physical count, reasonable estimation methods are employed.
The quantity of material delivered to mill and leach stockpiles is based on surveyed volumes of mined material and daily production records. Sampling and assaying
of blasthole cuttings determine the estimated copper grade of the material delivered to mill and leach stockpiles.

Expected copper recovery rates for mill stockpiles are determined by metallurgical testing. The recoverable copper in mill stockpiles, once entered into the
production process, can be produced into copper concentrate almost immediately.

Expected copper recovery rates for leach stockpiles are determined using small-scale laboratory tests, small- to large-scale column testing (which simulates the
production-scale process), historical trends and other factors, including mineralogy of the ore and rock type. Ultimate recovery of copper contained in leach
stockpiles can vary significantly from a low percentage to more than 90 percent depending on several variables, including type of copper recovery, mineralogy and
particle size of the rock. For newly placed material on active stockpiles, as much

127




Table of Contents

as 70 percent of the copper ultimately recoverable may be extracted during the first year, and the remaining copper may be recovered over many years.

Processes and recovery rates for mill and leach stockpiles are monitored regularly, and recovery rate estimates are adjusted periodically as additional information
becomes available and as related technology changes. Adjustments to recovery rates will typically result in a future impact to the value of the material removed from
the stockpiles at a revised weighted-average cost per pound of recoverable copper.

For Atlantic Copper, in-process inventories represent copper concentrates at various stages of conversion into anodes and cathodes. Atlantic Copper’s in-process
inventories are valued at the weighted-average cost of the material fed to the smelting and refining process plus in-process conversion costs.

Finished Goods. Finished goods include salable products ( e.g. , copper and molybdenum concentrates, copper anodes, copper cathodes, copper rod, copper wire,
molybdenum oxide, high-purity molybdenum chemicals and other metallurgical products). Finished goods are valued based on the weighted-average cost of source
material plus applicable conversion costs relating to associated process facilities.

Property, Plant, Equipment and Development Costs. Property, plant, equipment and development costs are carried at cost. Mineral exploration costs, as well as
drilling and other costs incurred for the purpose of converting mineral resources to proven and probable reserves or identifying new mineral resources at
development or production stage properties, are charged to expense as incurred. Development costs are capitalized beginning after proven and probable reserves
have been established. Development costs include costs incurred resulting from mine pre-production activities undertaken to gain access to proven and probable
reserves, including shafts, adits, drifts, ramps, permanent excavations, infrastructure and removal of overburden. Additionally, interest expense allocable to the cost
of developing mining properties and to constructing new facilities is capitalized until assets are ready for their intended use.

Expenditures for replacements and improvements are capitalized. Costs related to periodic scheduled maintenance (i.e. , turnarounds) are expensed as incurred.
Depreciation for mining and milling life-of-mine assets, infrastructure and other common costs is determined using the unit-of-production method based on total
estimated recoverable proven and probable copper reserves (for primary copper mines) and proven and probable molybdenum reserves (for primary molybdenum
mines). Development costs and acquisition costs for proven and probable reserves that relate to a specific ore body are depreciated using the unit-of-production
method based on estimated recoverable proven and probable reserves for the ore body benefited. Depreciation, depletion and amortization using the unit-of-
production method is recorded upon extraction of the recoverable copper or molybdenum from the ore body, at which time it is allocated to inventory cost and then
included as a component of cost of goods sold. Other assets are depreciated on a straight-line basis over estimated useful lives of up to 30 years for buildings and
three to 25 years for machinery and equipment, and mobile equipment.

Included in property, plant, equipment and development costs is value beyond proven and probable reserves (VBPP), primarily resulting from FCX'’s acquisition of
FMC in 2007. The concept of VBPP has been interpreted differently by different mining companies. FCX's VBPP is attributable to (i) mineralized material, which
includes measured and indicated amounts, that FCX believes could be brought into production with the establishment or modification of required permits and should
market conditions and technical assessments warrant, (ii) inferred mineral resources and (iii) exploration potential, as further defined below.

Mineralized material is a mineralized body that has been delineated by appropriately spaced drilling and/or underground sampling to support reported tonnage and
average grade of minerals. Such a deposit does not qualify as proven and probable reserves until legal and economic feasibility are confirmed based upon a
comprehensive evaluation of development costs, unit costs, grades, recoveries and other material factors. Inferred mineral resources are that part of a mineral
resource for which the overall tonnages, grades and mineral contents can be estimated with a reasonable level of confidence based on geological evidence and
apparent geological and grade continuity after applying economic parameters. An inferred mineral resource has a lower level of confidence than that applying to an
indicated mineral resource. Exploration potential is the estimated value of potential mineral deposits that FCX has the legal right to access. The value assigned to
exploration potential was determined by interpreting the known exploration information and exploration results, including geological data and/or geological
information, that were available as of the acquisition date.
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Carrying amounts assigned to VBPP are not charged to expense until the VBPP becomes associated with additional proven and probable reserves and the reserves
are produced or the VBPP is determined to be impaired. Additions to proven and probable reserves for properties with VBPP will carry with them the value assigned
to VBPP at the date acquired, less any impairment amounts.

Asset Impairment.  FCX reviews and evaluates its long-lived assets for impairment when events or changes in circumstances indicate that the related carrying
amounts may not be recoverable. Long-lived assets are evaluated for impairment under the two-step model. An impairment is considered to exist if total estimated
future cash flows on an undiscounted basis are less than the carrying amount of the asset. Once it is determined that an impairment exists, an impairment loss is
measured as the amount by which the asset carrying value exceeds its fair value. Fair value is generally determined using valuation techniques, such as estimated
future cash flows.

In evaluating mining operations’ long-lived assets for recoverability, estimates of after-tax undiscounted future cash flows of FCX's individual mining operations are
used, with impairment losses measured by reference to fair value. As quoted market prices are unavailable for FCX’s individual mining operations, fair value is
determined through the use of discounted estimated future cash flows. Estimated cash flows used to assess recoverability of long-lived assets and measure the fair
value of FCX’s mining operations are derived from current business plans, which are developed using near-term price forecasts reflective of the current price
environment and management'’s projections for long-term average metal prices. Estimates of future cash flows include near- and long-term metal price assumptions;
estimates of commodity-based and other input costs; proven and probable reserve estimates, including any costs to develop the reserves and the timing of
producing the reserves; and the use of appropriate current escalation and discount rates.

Deferred Mining Costs.  Stripping costs (i.e. , the costs of removing overburden and waste material to access mineral deposits) incurred during the production
phase of a mine are considered variable production costs and are included as a component of inventory produced during the period in which stripping costs are
incurred. Major development expenditures, including stripping costs to prepare unique and identifiable areas outside the current mining area for future production
that are considered to be pre-production mine development, are capitalized and amortized on the unit-of-production method based on estimated recoverable proven
and probable reserves for the ore body benefited. However, where a second or subsequent pit or major expansion is considered to be a continuation of existing
mining activities, stripping costs are accounted for as a current production cost and a component of the associated inventory.

Environmental Expenditures.  Environmental expenditures are expensed or capitalized, depending upon their future economic benefits. Accruals for such
expenditures are recorded when it is probable that obligations have been incurred and the costs can be reasonably estimated. Environmental obligations attributed
to the Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA) or analogous state programs are considered probable when a claim is
asserted, or is probable of assertion, and FCX, or any of its subsidiaries, have been associated with the site. Other environmental remediation obligations are
considered probable based on specific facts and circumstances. FCX'’s estimates of these costs are based on an evaluation of various factors, including currently
available facts, existing technology, presently enacted laws and regulations, remediation experience, whether or not FCX is a potentially responsible party (PRP) and
the ability of other PRPs to pay their allocated portions. With the exception of those obligations assumed in the acquisition of FMC that were recorded at estimated
fair values (refer to Note 13 for further discussion), environmental obligations are recorded on an undiscounted basis. Where the available information is sufficient to
estimate the amount of the obligation, that estimate has been used. Where the information is only sufficient to establish a range of probable liability and no point
within the range is more likely than any other, the lower end of the range has been used. Possible recoveries of some of these costs from other parties are not
recognized in the consolidated financial statements until they become probable. Legal costs associated with environmental remediation (such as fees to outside law
firms for work relating to determining the extent and type of remedial actions and the allocation of costs among PRPs) are included as part of the estimated
obligation. Environmental obligations assumed in the acquisition of FMC, which were initially estimated on a discounted basis, are accreted to full value over time
through charges to interest expense. Adjustments arising from changes in amounts and timing of estimated costs and settlements may result in increases and
decreases in these obligations and are calculated on a discounted basis if they were initially estimated on a discounted basis. Unless these adjustments qualify for
capitalization, changes in environmental obligations are charged to operating income when they occur.

FCX performs a comprehensive review of its environmental obligations annually and also reviews changes in facts and circumstances associated with these
obligations at least quarterly.
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Asset Retirement Obligations. FCX records the fair value of estimated asset retirement obligations (AROs) associated with tangible long-lived assets in the
period incurred. Retirement obligations associated with long-lived assets are those for which there is a legal obligation to settle under existing or enacted law,
statute, written or oral contract or by legal construction. These obligations, which are initially estimated based on discounted cash flow estimates, are accreted to full
value over time through charges to cost of sales. In addition, asset retirement costs (ARCs) are capitalized as part of the related asset's carrying value and are
depreciated (primarily on a unit-of-production basis) over the asset’s respective useful life. Reclamation costs for disturbances are recognized as an ARO and as a
related ARC in the period of the disturbance. FCX’'s AROs consist primarily of costs associated with mine reclamation and closure activities. These activities, which
are site specific, generally include costs for earthwork, revegetation, water treatment and demolition (refer to Note 13 for further discussion). At least annually, FCX
reviews its ARO estimates for changes in the projected timing of certain reclamation costs, changes in cost estimates and additional AROs incurred during the
period.

Litigation Contingencies. At least quarterly, FCX assesses the likelihood of any adverse judgments or outcomes related to legal matters (including pending or
threatened litigation matters), as well as ranges of potential losses. A determination of the amount of the reserve required, if any, for litigation contingencies is made
after analysis of known issues. FCX records reserves related to legal matters for which it believes it is probable that a loss has been incurred and the amount of such
loss can be reasonably estimated. Where the available information is sufficient to estimate the amount of the obligation, that estimate has been used. Where the
information is only sufficient to establish a range of probable liability and no point within the range is more likely than any other, the lower end of the range has been
used. With respect to other matters, for which management has concluded that a loss is only reasonably possible or remote, or not reasonably estimable, no liability
has been recorded. For losses assessed as reasonably possible, FCX discloses the nature of the contingency and an estimate of the possible loss or range of loss
or states that such an estimate cannot be made. Costs incurred to defend claims are charged to expense as incurred.

Litigation is inherently unpredictable, and it is difficult to project the outcome of particular matters with reasonable certainty; therefore, the actual amount of any loss
could differ from the litigation contingencies reflected in FCX's consolidated financial statements. Refer to Note 13 for further discussion of FCX's litigation
contingencies .

Income Taxes. FCX accounts for deferred income taxes utilizing an asset and liability method, whereby deferred tax assets and liabilities are recognized based on
the tax effects of temporary differences between the financial statements and the tax basis of assets and liabilities, as measured by current enacted tax rates (refer
to Note 12 for further discussion). When appropriate, FCX evaluates the need for a valuation allowance to reduce deferred tax assets to estimated recoverable
amounts. The effect on deferred income tax assets and liabilities of a change in tax rates or laws is recognized in income in the period in which such changes are
enacted.

FCX accounts for uncertain income tax positions using a threshold and measurement attribute for the financial statement recognition and measurement of a tax
position taken or expected to be taken in a tax return. FCX’s policy associated with uncertain tax positions is to record accrued interest in interest expense and
accrued penalties in other income and expenses rather than in the provision for income taxes (refer to Note 12 for further discussion).

With the exception of Tenke Fungurume Mining S.A.R.L. (TFM or Tenke) in the Democratic Republic of Congo (DRC), income taxes are provided on the earnings of
FCX'’s material foreign subsidiaries under the assumption that these earnings will be distributed. FCX has determined that undistributed earnings related to TFM are
reinvested indefinitely or have been allocated toward specifically identifiable needs of the local operations. FCX has not provided for other differences between the
book and tax carrying amounts of its TFM investment as FCX considers its ownership position to be permanent in duration, and quantification of the related deferred
tax liability is not practicable.

Derivative Instruments.  FCX and its subsidiaries may enter into derivative contracts to manage certain risks resulting from fluctuations in commodity prices
(primarily copper and gold), foreign currency exchange rates and interest rates by creating offsetting market exposures. Derivative instruments (including certain
derivative instruments embedded in other contracts) are recorded in the balance sheet as either an asset or liability measured at its fair value. The accounting for
changes in the fair value of a derivative instrument depends on the intended use of the derivative and the resulting designation. Refer to Note 15 for a summary of
FCX’s outstanding derivative instruments at December 31, 2012 , and a discussion of FCX'’s risk management strategies for those designated as hedges.
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Revenue Recognition.  FCX sells its products pursuant to sales contracts entered into with its customers. Revenue for all FCX’s products is recognized when title
and risk of loss pass to the customer and when collectibility is reasonably assured. The passing of title and risk of loss to the customer are based on terms of the
sales contract, generally upon shipment or delivery of product.

Revenues from FCX's concentrate and cathode sales are recorded based on a provisional sales price or a final sales price calculated in accordance with the terms
specified in the relevant sales contract. Revenues from concentrate sales are recorded net of treatment and all refining charges (including price participation, if
applicable, as discussed below) and the impact of derivative contracts. Moreover, because a portion of the metals contained in copper concentrates is unrecoverable
as a result of the smelting process, FCX's revenues from concentrate sales are also recorded net of allowances based on the quantity and value of these
unrecoverable metals. These allowances are a negotiated term of FCX’s contracts and vary by customer. Treatment and refining charges represent payments or
price adjustments to smelters and refiners and are either fixed or, in certain cases, vary with the price of copper (referred to as price participation).

Under the long-established structure of sales agreements prevalent in the industry, copper contained in concentrate and cathode is generally provisionally priced at
the time of shipment. The provisional prices are finalized in a specified future month (generally one to four months from the shipment date) based on quoted monthly
average spot copper prices on the London Metal Exchange (LME) or the New York Mercantile Exchange (COMEX). FCX receives market prices based on prices in
the specified future month, which results in price fluctuations recorded to revenues until the date of settlement. FCX records revenues and invoices customers at the
time of shipment based on then-current LME or COMEX prices, which results in an embedded derivative ( i.e. , a pricing mechanism that is finalized after the time of
delivery) that is required to be bifurcated from the host contract. The host contract is the sale of the metals contained in the concentrates or cathodes at the then-
current LME or COMEX price. FCX applies the normal purchases and normal sales scope exception in accordance with derivatives and hedge accounting guidance
to the host contract in its concentrate or cathode sales agreements since these contracts do not allow for net settlement and always result in physical delivery. The
embedded derivative does not qualify for hedge accounting and is adjusted to fair value through earnings each period, using the period-end forward prices, until the
date of final pricing.

Gold sales are priced according to individual contract terms, generally the average London Bullion Market Association (London PM) price for a specified month near
the month of shipment.

Substantially all of FCX’s 2012 molybdenum sales were priced based on prices published in Metals Week , Ryan’s Notes or Metal Bulletin , plus conversion
premiums for products that undergo additional processing, such as ferromolybdenum and molybdenum chemical products. The majority of these sales use the
average price of the previous month quoted by the applicable publication. FCX’s remaining molybdenum sales generally have pricing that is either based on the
current month published prices or a fixed price.

PT Freeport Indonesia concentrate sales and TFM metal sales are subject to certain royalties, which are recorded as a reduction to revenues (refer to Note 14 for
further discussion).

Stock-Based Compensation. Compensation costs for share-based payments to employees, including stock options, are measured at fair value and charged to
expense over the requisite service period for awards that are expected to vest. The fair value of stock options is determined using the Black-Scholes-Merton option
valuation model. The fair value for restricted stock units is based on FCX's stock price on the date of grant or an appropriate valuation model. The fair value for cash-
settled stock appreciation rights (SARS) is the intrinsic value on the reporting or exercise date. FCX estimates forfeitures at the time of grant and revises those
estimates in subsequent periods through the final vesting date of the awards if actual forfeitures differ from those estimates. FCX has elected to recognize
compensation costs for stock option awards that vest over several years on a straight-line basis over the vesting period. Refer to Note 11 for further discussion.
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Earnings Per Share. FCX's basic net income per share of common stock was calculated by dividing net income attributable to FCX common stockholders by the
weighted-average shares of common stock outstanding during the year. A reconciliation of net income and weighted-average shares of common stock outstanding
for purposes of calculating diluted net income per share for the years ended December 31 follows:

2012 2011 2010
Net income $ 3980 $ 5747  $ 5,544
Net income attributable to noncontrolling interests (939) (1,187) (1,208)
Preferred dividends — — (63)
Net income attributable to FCX common stockholders 3,041 4,560 4,273
Plus income impact of assumed conversion of
6%% Mandatory Convertible Preferred Stock # — — 63
Diluted net income attributable to FCX common
stockholders $ 3,041 % 4560 $ 4,336
Weighted-average shares of common stock outstanding 949 947 915
Add shares issuable upon conversion, exercise or vesting
of (refer to Note 11):
6%% Mandatory Convertible Preferred Stock * = = 26
Dilutive stock options 4’ [ 6
Restricted stock units 1 1 2
Weighted-average shares of common stock outstanding for
purposes of calculating diluted net income per share 954 955 949
Diluted net income per share attributable to FCX
common stockholders $ 319 $ 478 $ 4.57

a. All outstanding 6¥:% Mandatory Convertible Preferred Stock automatically converted on May 1, 2010, into FCX common stock at a conversion rate of 2.7432 shares of FCX
common stock.

b. Excluded shares of common stock associated with outstanding stock options with exercise prices less than the average market price of FCX's common stock that were anti-
dilutive based on the treasury stock method of approximately one million for the year ended December 31, 2012 , and two million for the year ended December 31, 2011 .

Outstanding stock options with exercise prices greater than the average market price of FCX's common stock during the year are excluded from the computation of
diluted net income per share of common stock. Excluded amounts were 17 million stock options with a weighted-average exercise price of $44.73 per option in
2012 ; 4 million stock options with a weighted-average exercise price of $53.91 per option in 2011 ; and 10 million stock options with a weighted-average exercise
price of $38.56 per option in 2010 .

New Accounting Standards. In May 2011, the Financial Accounting Standards Board (FASB) issued an Accounting Standards Update (ASU) in connection with
guidance for fair value measurements and disclosures. This ASU clarifies the FASB's intent on current guidance, modifies and changes certain guidance and
principles, and expands disclosures concerning Level 3 fair value measurements in the fair value hierarchy (including quantitative information about significant
unobservable inputs within Level 3 of the fair value hierarchy). In addition, this ASU requires disclosure of the fair value hierarchy for assets and liabilities not
measured at fair value in the statement of financial position, but whose fair value is required to be disclosed. FCX adopted this guidance effective January 1, 2012.

In June 2011, FASB issued an ASU in connection with guidance on the presentation of comprehensive income. The objective of this ASU is to improve the
comparability, consistency and transparency of financial reporting and to increase the prominence of items reported in other comprehensive income. This ASU
requires an entity to present the components of net income and other comprehensive income and total comprehensive income (includes net income) either in a
single continuous statement of comprehensive income or in two separate but consecutive statements. This ASU eliminates the option to present the components of
other comprehensive income as part of the statement of equity, but does not change the items that must be reported in other comprehensive income. FCX adopted
this ASU and presented total comprehensive income in a separate statement for all periods reported in these financial statements. Additionally, in December 2011,
FASB deferred the effective date in this ASU for presenting reclassification adjustments for each component of accumulated other comprehensive income in both net
income and other comprehensive income on the face of the financial statements.
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NOTE 2. OWNERSHIP IN SUBSIDIARIES, JOINT VENTURES AND INVESTMENT IN PT SMELTING

Ownership in Subsidiaries. FMC is a fully integrated producer of copper and molybdenum, with mines in North America, South America and the Tenke minerals
district in the DRC, and copper and molybdenum conversion facilities. At December 31, 2012 , FMC'’s operating copper mines in North America were Morenci,
Bagdad, Safford, Sierrita and Miami located in Arizona, and Tyrone and Chino located in New Mexico. FCX has an 85 percent interest in Morenci (refer to “Joint
Ventures — Sumitomo”) and owns 100 percent of the other North America copper mines. In addition to copper, certain of FMC's North America copper mines also
produce molybdenum concentrates. FMC also owns 100 percent of the Henderson and Climax molybdenum mines located in Colorado. At December 31, 2012 ,
operating copper mines in South America were Cerro Verde ( 53.56 percent owned) located in Peru, and EI Abra ( 51 percent owned), Candelaria ( 80 percent
owned) and Ojos del Salado ( 80 percent owned) located in Chile. In addition to copper, certain of FMC's South America copper mines also produce molybdenum
concentrates, gold and silver. At December 31, 2012 , FMC owned an effective 56 percent interest in the Tenke minerals district in the DRC (refer to Note 14 for
discussion of the change in ownership interest in 2012). In addition to copper, the Tenke minerals district also produces cobalt hydroxide. At December 31, 2012 ,
FMC'’s net assets totaled $18.2 billion and its accumulated deficit totaled $10.5 billion . FCX had $27 million in intercompany loans outstanding to FMC at
December 31, 2012 .

FCX’s direct ownership in PT Freeport Indonesia totals 81.28 percent (refer to "Joint Ventures — Rio Tinto"). PT Indocopper Investama, an Indonesian company,
owns 9.36 percent of PT Freeport Indonesia, and FCX owns 100 percent of PT Indocopper Investama. At December 31, 2012 , PT Freeport Indonesia’s net assets
totaled $4.1 billion and its retained earnings totaled $3.9 billion . As of December 31, 2012 , FCX had no loans outstanding to PT Freeport Indonesia.

FCX owns 100 percent of the outstanding Atlantic Copper common stock. At December 31, 2012 , Atlantic Copper’s net liabilities totaled $57 million and its
accumulated deficit totaled $451 million . FCX had $434 million in intercompany loans outstanding to Atlantic Copper at December 31, 2012 .

FCX owns an 85.71 percent interest in PT Puncakjaya Power (Puncakjaya Power), the owner of assets supplying power to PT Freeport Indonesia’s operations,
including the 3x65 megawatt coal-fired power facilities. PT Freeport Indonesia purchases power from Puncakjaya Power under infrastructure asset financing
arrangements. At December 31, 2012 , FCX did not have any loans outstanding to Puncakjaya Power, PT Freeport Indonesia had infrastructure asset financing
obligations payable to Puncakjaya Power totaling $71 million , and Puncakjaya Power had a receivable from PT Freeport Indonesia for $91 million , including

Rio Tinto’s share. FCX consolidates PT Freeport Indonesia and Puncakjaya Power. FCX’s consolidated balance sheets reflect receivables of $20 million ( $3 million
in other accounts receivable and $17 million in long-term receivables) at December 31, 2012 , and $23 million ( $3 million in other accounts receivable and $20
million in long-term receivables) at December 31, 2011 , for Rio Tinto’s share of Puncakjaya Power's receivable from PT Freeport Indonesia as provided for in FCX's
joint venture agreement with Rio Tinto.

Joint Ventures. FCX has the following unincorporated joint ventures with third parties.

Rio Tinto. FCX and Rio Tinto have established certain unincorporated joint ventures. Under the joint venture arrangements, Rio Tinto has a 40 percent interest in PT
Freeport Indonesia’s Contract of Work and the option to participate in 40 percent of any other future exploration projects in Papua, Indonesia.

Pursuant to the joint venture agreement, Rio Tinto has a 40 percent interest in certain assets and future production exceeding specified annual amounts of copper,
gold and silver through 2021 in Block A of PT Freeport Indonesia’s Contract of Work, and, after 2021, a 40 percent interest in all production from Block A. All of

PT Freeport Indonesia’s proven and probable reserves and its mining operations are located in the Block A area. Operating, nonexpansion capital and administrative
costs are shared proportionately between PT Freeport Indonesia and Rio Tinto based on the ratio of (i) the incremental revenues from production from PT Freeport
Indonesia’s expansion completed in 1998 to (ii) total revenues from production from Block A, including production from PT Freeport Indonesia’s previously existing
reserves. PT Freeport Indonesia will continue to receive 100 percent of the cash flow from specified annual amounts of copper, gold and silver through 2021
calculated by reference to its proven and probable reserves as of December 31, 1994, and 60 percent of all remaining cash flow. The agreement provides for
adjustments to the specified annual amounts of copper, gold and silver attributable 100 percent to PT Freeport Indonesia upon the occurrence of certain events that
cause an interruption in production to occur, including events such as the business interruption and property damage relating to the 2011 incidents affecting PT

133




Table of Contents

Freeport Indonesia's concentrate pipelines. As a result of these incidents, the 2011 specified amounts, before smelter recoveries, attributable 100 percent to PT
Freeport Indonesia were reduced by 228 million pounds for copper and 224 thousand ounces for gold, which will be offset by identical increases in future periods.
The payable to Rio Tinto for its share of joint venture cash flows was $4 million at December 31, 2012 , and $45 million at December 31, 2011 .

Under the joint venture arrangements, Rio Tinto funded $100 million in 1996 for approved exploration costs in the areas covered by Contracts of Work held by FCX
subsidiaries. Agreed-upon exploration costs in the joint venture areas are shared 60 percent by FCX and 40 percent by Rio Tinto. Since September 2008, Rio Tinto
is no longer participating in exploration joint ventures in the PT Nabire Bakti Mining and PT Irja Eastern Minerals Contract of Work areas in Indonesia. As a result, as
long as Rio Tinto continues not to fund these exploration projects, FCX has the option to fund 100 percent of future exploration costs in these areas and Rio Tinto's
interest in these areas will decline over time in accordance with the joint venture agreement. Rio Tinto has the option to resume participation in PT Irja Eastern
Minerals on a monthly basis and in PT Nabire Bakti Mining on an annual basis. Rio Tinto continues to participate in exploration joint ventures in PT Freeport
Indonesia's Contract of Work areas.

Sumitomo. FCX owns an 85 percent undivided interest in Morenci via an unincorporated joint venture. The remaining 15 percent is owned by Sumitomo, a jointly
owned subsidiary of Sumitomo Metal Mining Co., Ltd. and Sumitomo Corporation. Each partner takes in kind its share of Morenci’s production. FMC purchased 69
million pounds of Morenci’'s copper cathode from Sumitomo for $250 million during 2012 . FCX had a receivable from Sumitomo of $49 million at December 31,
2012, and $12 million at December 31, 2011 .

Investment in PT Smelting . PT Smelting, an Indonesian company, operates a smelter and refinery in Gresik, Indonesia. PT Smelting's production capacity is
275,000 metric tons of copper per year. PT Freeport Indonesia owns 25 percent of the outstanding PT Smelting common stock, which is accounted for using the
equity method (refer to Note 6 for further discussion).

PT Freeport Indonesia’s contract with PT Smelting provides for the supply of 100 percent of the copper concentrate requirements necessary for PT Smelting to
produce 205,000 metric tons of copper annually (essentially the smelter’s original design capacity) on a priority basis. For the first 15 years of PT Smelting’s
commercial operations, beginning December 1998, PT Freeport Indonesia agreed that the combined treatment and refining charges would approximate market
rates, but will not fall below specified minimum rates. The minimum rate, applicable to the period April 27, 2008, to April 27, 2014, is determined annually and must
be sufficient to cover PT Smelting’s annual cash operating costs (net of credits and including costs of debt service) for 205,000 metric tons of copper. The maximum
rate is $0.30 per pound. PT Freeport Indonesia also sells copper concentrate to PT Smelting at market rates, which are not subject to a minimum or maximum rate,
for quantities in excess of 205,000 metric tons of copper annually.

FCX'’s investment in PT Smelting (net of PT Freeport Indonesia's share of profits on sales to PT Smelting still in PT Smelting's inventory totaling $39 million at
December 31, 2012 , and $2 million at December 31, 2011 ) totaled $89 million at December 31, 2012 , and $125 million at December 31, 2011 . PT Smelting had
project-specific debt, nonrecourse to PT Freeport Indonesia, totaling $240 million at December 31, 2012 , and $320 million at December 31, 2011 . PT Freeport
Indonesia had a trade receivable from PT Smelting totaling $152 million at December 31, 2012 , and $116 million at December 31, 2011 .
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NOTE 3. INVENTORIES, INCLUDING LONG-TERM MILL AND LEACH STOCKPILES
The components of inventories, excluding mill and leach stockpiles, follow:

December 31,

2012 2011

Mining operations: *

Raw materials $ 2 8 1

Finished goods " 904 769
Atlantic Copper:

Raw materials (concentrates) 235 260

Work-in-process 252 187

Finished goods 7 9
Total product inventories $ 1,400 $ 1,226
Total materials and supplies, net ¢ $ 1504  $ 1,354

a. FCX's mining operations also have work-in-process inventories ( i.e ., mill and leach stockpiles), which are summarized below.
b. Primarily included molybdenum concentrates and copper concentrates, anodes, cathodes and rod.
c. Materials and supplies inventory was net of obsolescence reserves totaling $27 million at December 31, 2012 , and $26 million at December 31, 2011 .

A summary of mill and leach stockpiles follows:

December 31, 2012

North South
America America Indonesia Africa Total
Current:
Mill stockpiles $ 53 $ 23 3% 28 % — 3 104
Leach stockpiles 1,208 271 — 89 1,568
Total current mill and leach stockpiles $ 1,261  $ 294 % 28 $ 89 §$ 1,672
Long-term: #
Mill stockpiles $ 5 $ 610 $ — 3 — 3 615
Leach stockpiles 741 363 — 236 1,340
Total long-term mill and leach stockpiles $ 746 % 973 % — 8 236 $ 1,955
December 31, 2011
North South
America America Indonesia Africa Total
Current:
Mill stockpiles $ 40 $ 1 3 18 3 — 3 69
Leach stockpiles 963 216 — 41 1,220
Total current mill and leach stockpiles $ 1,003 $ 227 $ 18 $ 41 $ 1,289
Long-term: #
Mill stockpiles $ — 3 535 $ — 3 — 3 585
Leach stockpiles 718 284 — 149 1,151
Total long-term mill and leach stockpiles $ 718 $ 819 $ — 8 149 % 1,686

a. Estimated metals in stockpiles not expected to be recovered within the next 12 months.
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NOTE 4. PROPERTY, PLANT, EQUIPMENT AND DEVELOPMENT COSTS, NET
The components of net property, plant, equipment and development costs follow:

Proven and probable reserves
VBPP
Development and other
Buildings and infrastructure
Machinery and equipment
Mobile equipment
Construction in progress
Property, plant, equipment and development costs
Accumulated depreciation, depletion and amortization

Property, plant, equipment and development costs, net

December 31,

2012 2011
$ 4630 $ 4572
1,067 1,071
3,821 3,447
3,811 3,151
9,472 8,171
3,447 2,859
3,402 2,704
29,650 25,975
(8,651) (7,526)
$ 20999 $ 18,449

FCX recorded $2.2 billion for VBPP in connection with the FMC acquisition in 2007 and transferred none to proven and probable reserves during 2012 , $23 million
during 2011 and $739 million prior to 2011 . Cumulative impairments of VBPP total $481 million , of which $4 million was recorded in 2012 , $6 million in 2011 and

none in 2010 .

Capitalized interest is primarily related to FCX's capital projects and totaled $81 million in 2012 , $109 million in 2011 and $66 million in 2010 .

NOTE 5. LONG-TERM RECEIVABLES
The components of long-term receivables follow:

Income taxes

Loan to a DRC public electric utility

Disputed tax assessments (refer to Note 13)

Loan to La Générale des Carriéres et des Mines (related party)
Other

Total long-term receivables

December 31,

2012 2011
339 $ 295
149 138
148 109
32 30
101 103
769 $ 675

136




Table of Contents

NOTE 6. OTHER ASSETS
The components of other assets follow:

December 31,

2012 2011

Investments:

MMR 2 $ 446 $ 475

PT Smelting * 89 125

Available-for-sale securities 46 9

Other 51 49
Intangible assets °© 334 325
Deferred tax assets 220 2
Trust assets ¢ 163 152
Debt issue costs 26 40
Other 45 36

Total other assets $ 1420 % 1213

a. In December 2010, FCX purchased 500,000 shares of MMR’s 5.75% Convertible Perpetual Preferred Stock (the MMR Preferred Stock) for an aggregate purchase price of $500
million . The MMR Preferred Stock is initially convertible into 62.5 shares of MMR common stock per share of MMR Preferred Stock (an aggregate of 31.25 million shares of MMR
common stock), at an initial conversion price of $16 per share of MMR common stock. FCX's investment in MMR is recorded at cost. Dividends received are recorded as a return
of investment because of MMR's reported losses. Several of FCX’s directors and executive officers also serve as directors or executive officers of MMR. Refer to Note 1 for

discussion of the proposed acquisition of MMR.

b. FCX's 25 percent ownership in PT Smelting is recorded using the equity method. Amounts were reduced by unrecognized profits on sales from PT Freeport Indonesia to PT

Smelting totaling $39 million at December 31, 2012 , and $2 million at December 31, 2011 .

c. Intangible assets were net of accumulated amortization totaling $71 million at December 31, 2012 , and $62 million at December 31, 2011 .
d. Included $161 million at December 31, 2012 , and $151 million at December 31, 2011 , of legally restricted funds for AROs related to properties in New Mexico (refer to Note 13

for further discussion).

NOTE 7. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Additional information regarding accounts payable and accrued liabilities follows:

December 31,

2012 2011

Accounts payable $ 1,568 $ 1,353
Salaries, wages and other compensation 287 257
Pension, postretirement, postemployment and other employee benefits * 140 180
Deferred revenue 94 69
Other accrued taxes 92 92
Accrued interest ® 35 69
Rio Tinto's share of joint venture cash flows 4 45
Other 104 129

Total accounts payable and accrued liabilities $ 2324 % 2,194

a. Refer to Note 8 for long-term portion and Note 10 for further discussion.

b. Third-party interest paid, net of capitalized interest, was $111 million in 2012 , $225 million in 2011 and $365 million in 2010 .
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NOTE 8. OTHER LIABILITIES
Additional information regarding other liabilities follows:

December 31,

2012 2011
Pension, postretirement, postemployment and other employment benefits * $ 1,307 $ 1,277
Reserve for uncertain tax benefits 107 128
Insurance claim reserve (refer to Note 13) 44 50
Atlantic Copper contractual obligation to insurance company (refer to Note 10) 33 39
Other 153 157
Total other liabilities $ 1644  $ 1,651
a. Referto Note 7 for current portion and Note 10 for further discussion.
NOTE 9. DEBT
The components of debt follow:
December 31,
2012 2011
Revolving Credit Facility $ — 8 =
Senior Notes:
3.55% Senior Notes due 2022 1,995 —
1.40% Senior Notes due 2015 500 —
2.15% Senior Notes due 2017 500 —
8.375% Senior Notes due 2017 — 3,011
9%:% Senior Notes due 2031 130 131
6 '/ 5% Senior Notes due 2034 115 115
7'/ s% Debentures due 2027 115 115
Other (including equipment capital leases and
short-term borrowings) 172 165
Total debt 3,627 3,637
Less current portion of debt 2) 4)
Long-term debt $ 3525 % 3,533

Revolving Credit Facility.

FCX entered into a senior unsecured revolving credit facility on March 30, 2011 , which replaced the existing revolving credit facilities

that were scheduled to mature on March 19, 2012 . FCX recognized a loss on early extinguishment of debt totaling $7 million ( $6 million to net income attributable to
FCX common stockholders) during 2011 associated with this transaction. The revolving credit facility is available until March 30, 2016 , in an aggregate principal
amount of $1.5 billion , with $500 million available to PT Freeport Indonesia. At December 31, 2012 , FCX had no borrowings and $43 million of letters of credit
issued under the revolving credit facility, resulting in availability of approximately $1.5 billion , of which $957 million could be used for additional letters of credit.

Interest on the revolving credit facility is generally based on the London Interbank Offered Rate (LIBOR) plus 1.75 percent , subject to an increase or decrease in the
interest rate margin based on the credit ratings assigned to FCX's senior unsecured debt by Standard & Poor’s Rating Services and Moody'’s Investors Service.

The obligations of FCX and PT Freeport Indonesia under the revolving credit facility are not guaranteed by any subsidiaries and are unsecured; however, FCX may

at any time designate any subsidiary (other than PT Freeport Indonesia) as a subsidiary guarantor.
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Senior Notes. In February 2012, FCX sold $500 million of 1.40% Senior Notes due 2015, $500 million of 2.15% Senior Notes due 2017 and $2.0 billion of 3.55%
Senior Notes due 2022 for total net proceeds of $2.97 billion . Interest on the 1.40% Senior Notes is payable semiannually on February 13 and August 13 . Interest
on the 2.15% Senior Notes and the 3.55% Senior Notes is payable semiannually on March 1 and September 1 . The 1.40% Senior Notes and the 2.15% Senior
Notes are redeemable in whole or in part, at the option of FCX, at a make-whole redemption price prior to the redemption date. The 3.55% Senior Notes are
redeemable in whole or in part, at the option of FCX, at a make-whole redemption price prior to December 1, 2021, and thereafter at 100 percent of principal. These
senior notes rank equally with FCX's other existing and future unsecured and unsubordinated indebtedness.

In March 2007, in connection with financing FCX’s acquisition of FMC, FCX sold $3.5 billion of 8.375% Senior Notes due April 2017, $1.5 billion of 8.25% Senior
Notes due April 2015 and $1.0 billion of Senior Floating Rate Notes due April 2015 for total net proceeds of $5.9 billion . During 2010, FCX purchased in open-
market transactions $218 million of the 8.25% Senior Notes for $237 million and $329 million of the 8.375% Senior Notes for $358 million , which resulted in losses
on early extinguishment of debt totaling $55 million ( $48 million to net income attributable to FCX common stockholders). On April 1, 2010 , FCX redeemed all of its
$1 billion of outstanding Senior Floating Rates Notes for which holders received 101 percent of the principal amount together with accrued and unpaid interest. As a
result of this redemption, FCX recorded a loss on early extinguishment of debt totaling $22 million ( $20 million to net income attributable to FCX common
stockholders) during 2010. On April 1, 2011 , FCX redeemed all its remaining $1.1 billion of outstanding 8.25% Senior Notes for which holders received 104.125
percent of the principal amount together with accrued and unpaid interest. As a result of this redemption, FCX recorded a loss on early extinguishment of debt
totaling $55 million ( $49 million to net income attributable to FCX common stockholders) during 2011. On March 14, 2012 , FCX redeemed the remaining $3.0 billion
of its outstanding 8.375% Senior Notes due 2017, for which holders received 104.553 percent of the principal amount together with the accrued and unpaid interest.
As a result of this redemption, FCX recorded a loss on early extinguishment of debt of $168 million ( $149 million to net income attributable to FCX common
stockholders) during 2012.

In March 2007, in connection with the acquisition of FMC, FCX assumed the 9%% Senior Notes due 2031, the 6 */ ;% Senior Notes due March 2034 and the 7 */ s %
Debentures due November 2027 with a stated value of $462 million . These senior notes and debentures bear interest payable semiannually and are redeemable in
whole or in part, at the option of FCX, at a make-whole redemption price. The carrying value of these senior notes and debentures were increased by a net $32
million to reflect the fair market value at the acquisition date. The net increase in value is being amortized over the term of these senior notes and debentures and
recorded as a net reduction to interest expense. During 2010, FCX purchased in an open-market transaction $18 million of the 9%2% Senior Notes for $26 million and
recorded losses on early extinguishment of debt totaling $4 million ( $3 million to net income attributable to FCX common stockholders). During 2011, FCX
purchased in an open-market transaction $35 million of the 9%2% Senior Notes for $49 million and recorded losses on early extinguishment of debt totaling $6 million
('$5 million to net income attributable to FCX common stockholders). At December 31, 2012 , the outstanding principal amount of these senior notes and debentures
was $346 million .

All of FCX’s senior notes are unsecured.

Restrictive Covenants. FCX's credit facility and senior notes contain certain restrictive covenants. The credit facility includes covenants that are typical for
investment-grade companies, including limitations on liens and subsidiary debt. The credit facility also includes financial ratios governing maximum total leverage
and minimum interest coverage. The senior notes contain limitations on liens that are generally typical for investment-grade companies.

Maturities. Maturities of debt instruments based on the amounts and terms outstanding at December 31, 2012 , total $2 million in 2013, $500 million in 2015, $500
million in 2017 and $2,525 million thereafter.
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NOTE 10. EMPLOYEE BENEFITS
Pension Plans.  Following is a discussion of FCX’s pension plans.

FMC Plans. FMC has trusteed, non-contributory pension plans covering substantially all of its U.S. employees and some employees of its international subsidiaries
hired before 2007. The applicable FMC plan design determines the manner in which benefits are calculated for any particular group of employees. For certain of
these plans, benefits are calculated based on final average monthly compensation and years of service. In the case of other plans, benefits are calculated based on
a fixed amount for each year of service. Participants in the FMC plans generally vest in their accrued benefits after five years of service. Non-bargained FMC
employees hired after December 31, 2006, are not eligible to participate in the FMC U.S. pension plan.

FCX'’s funding policy for these plans provides that contributions to pension trusts shall be at least equal to the minimum funding requirements of the Employee
Retirement Income Security Act of 1974, as amended, for U.S. plans; or, in the case of international plans, the minimum legal requirements that may be applicable in
the various countries. Additional contributions also may be made from time to time.

FCX's policy for determining asset-mix targets for the Freeport-McMoRan Corporation Defined Benefit Master Trust (Master Trust) includes the periodic development
of asset and liability studies to determine expected long-term rates of return and expected risk for various investment portfolios. FCX's retirement plan administration
and investment committee considers these studies in the formal establishment of asset-mix targets. FCX’s investment objective emphasizes the need to maintain a
well-diversified investment program through both the allocation of the Master Trust assets among asset classes and the selection of investment managers whose
various styles are fundamentally complementary to one another and serve to achieve satisfactory rates of return. Diversification, by asset class and by investment
manager, is FCX’s principal means of reducing volatility and exercising prudent investment judgment. FCX’s present target asset allocation approximates 49 percent
equity investments ( 39 percent global equities, 6 percent emerging markets equities and 4 percent U.S. equities), 40 percent fixed income ( 16 percent long-term
treasury STRIPS or "separate trading or registered interest and principal securities," 5 percent international fixed income, 5 percent high yield, 4 percent treasury
inflation-protection securities, 4 percent long-term U.S. treasury/agency bonds, 3 percent long-term high-credit quality corporate bonds and 3 percent emerging
markets fixed income) and 11 percent alternative investments ( 5 percent real estate investment trusts, 3 percent private equity and 3 percent private real estate).

The expected rate of return on plan assets is evaluated at least annually, taking into consideration asset allocation, historical returns on the types of assets held in
the Master Trust and the current economic environment. Based on these factors, FCX expects the pension assets will earn an average of 7.5 percent per annum
beginning January 1, 2013. The 7.5 percent estimation was based on a passive return on a compound basis of 6.7 percent and a premium for active management of
0.8 percent reflecting the target asset allocation and current investment array.

For estimation purposes, FCX assumes the long-term asset mix for these plans generally will be consistent with the current mix. Changes in the asset mix could
impact the amount of recorded pension income or expense, the funded status of the plans and the need for future cash contributions. A lower-than-expected return
on assets also would decrease plan assets and increase the amount of recorded pension expense in future years. When calculating the expected return on plan
assets, FCX uses the market value of assets.
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Among the assumptions used to estimate the benefit obligation is a discount rate used to calculate the present value of expected future benefit payments for service
to date. The discount rate assumption for FCX's U.S. plans is designed to reflect yields on high-quality, fixed-income investments for a given duration. The
determination of the discount rate for these plans is based on expected future benefit payments for service to date together with the Mercer Pension Discount Curve
- Above Mean Yield. The Mercer Pension Discount Curve - Above Mean Yield is constructed from the bonds in the Mercer Pension Discount Curve that have a yield
higher than the regression mean yield curve. The Mercer Pension Discount Curve consists of spot (i.e. , zero coupon) interest rates at one-half year increments for
each of the next 30 years and is developed based on pricing and yield information for high-quality corporate bonds. Prior to December 31, 2012, FCX determined its
discount rate using the Mercer Pension Discount Curve. Changes in the discount rate are reflected in FCX’s benefit obligation and, therefore, in future pension costs.

Other FCX Plans. In February 2004, FCX established an unfunded Supplemental Executive Retirement Plan (SERP) for its two most senior executive officers. The
SERP provides for retirement benefits payable in the form of a joint and survivor annuity or an equivalent lump sum. The annuity will equal a percentage of the
executive’s highest average compensation for any consecutive three-year period during the five years immediately preceding the earlier of the executive’s retirement
or completion of 25 years of credited service. The SERP benefit will be reduced by the value of all benefits paid or due under any defined benefit or defined
contribution plan sponsored by FM Services Company, FCX’s wholly owned subsidiary, FCX or its predecessor, but not including accounts funded exclusively by
deductions from participant’s pay. FCX also has an unfunded pension plan for its directors and an excess benefits plan for its executives, both of which no longer
accrue benefits.

PT Freeport Indonesia Plan. PT Freeport Indonesia has a defined benefit pension plan denominated in Indonesian rupiah covering substantially all of its Indonesian
national employees. PT Freeport Indonesia funds the plan and invests the assets in accordance with Indonesian pension guidelines. The pension obligation was
valued at an exchange rate of 9,622 rupiah to one U.S. dollar on December 31, 2012 , and 9,060 rupiah to one U.S. dollar on December 31, 2011 . Indonesian labor
laws enacted in 2003 require that companies provide a minimum level of benefits to employees upon employment termination based on the reason for termination
and the employee’s years of service. PT Freeport Indonesia’s pension benefit disclosures include benefits related to this law. PT Freeport Indonesia’s expected rate
of return on plan assets is evaluated at least annually, taking into consideration its long-range estimated return for the plan based on the asset mix. Based on these
factors, PT Freeport Indonesia expects its pension assets will earn an average of 7.5 percent per annum beginning January 1, 2013.

Atlantic Copper Plan. Atlantic Copper has a contractual obligation denominated in euros to supplement amounts paid to certain retired Spanish national employees.
As required by Spanish law, beginning in August 2002, Atlantic Copper began funding 7.2 million euros ( $9 million based on a December 31, 2012 , exchange rate
of $1.32 per euro) annually for 15 years to an approved insurance company for its estimated 72 million euro contractual obligation to the retired employees. The
insurance company invests the plan assets in accordance with Spanish regulations, and Atlantic Copper has no control over these investments.

Plan Information. FCX uses a measurement date of December 31 for its plans. Information for those plans where the accumulated benefit obligations exceed the
plan assets follows:

December 31,

2012 2011
Projected benefit obligation $ 2,247 % 2,055
Accumulated benefit obligation 2,031 1,874
Fair value of plan assets 1,443 1,261
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Information on the FCX (including FMC's plans and FCX’'s SERP, director and excess benefits plans), PT Freeport Indonesia and Atlantic Copper plans as of
December 31 follows:

PT Freeport

FCX Indonesia Atlantic Copper
2012 2011 2012 2011 2012 2011
Change in benefit obligation:
Benefit obligation at beginning
of year $ 1,791 $ 1,598 $ 206 $ 135 $ 65 $ 71
Service cost 27 24 17 13 — —
Interest cost 79 83 14 11 2 3
Actuarial losses 142 172 25 55 — —
Foreign exchange losses (gains) 1 1) (13) 1) — (2)
Benefits paid (86) (85) 9) 7) 7) 8)
Benefit obligation at end of year 1,954 1,791 240 206 60 65
Change in plan assets:
Fair value of plan assets at
beginning of year 1,141 1,112 107 97 26 23
Actual return on plan assets 140 88 12 9 — —
Employer contributions ? 105 26 26 9 9 11
Foreign exchange losses — — (6) 1) 1) —
Benefits paid (86) (85) 9) (7) (7) (8)
Fair value of plan assets at end
of year 1,300 1,141 130 107 27 26
Funded status $ (654) $ (650) $ (110) $ 99 $ 33) $ (39)
Accumulated benefit obligation $ 1,842 % 1,701 $ 136  $ 115 $ 60 $ 65
Weighted-average assumptions
used to determine benefit obligations:
Discount rate ° 4.10% 4.60% 6.25% 7.00% 6.77% 6.77%
Rate of compensation increase ° 3.75% 3.75% 8.00% 8.00% NA NA
Balance sheet classification of
funded status:
Other assets $ 7 9 6 $ — 3 — 3 — 3 =
Accounts payable and
accrued liabilities 4) 4) — — — —
Other liabilities (657) (652) (110) (99) (33) (39)
Total $ (654) $ (650) $ (110) $ 99) $ 33 $ (39)
Employer contributions for 2013 are expected to approximate $27 million for the FCX plans, $27 million for the PT Freeport Indonesia plan (based on a December 31, 2012,
exchange rate of 9,622 Indonesian rupiah to one U.S. dollar) and $9 million for the Atlantic Copper plan (based on a December 31, 2012 , exchange rate of $1.32 per euro).

The discount rate shown in 2012 and 2011 for the FCX plans related to all plans except the SERP plan. The SERP plan’s discount rate in 2012 and 2011 was 4.00 percent .
c. The rate of compensation increase shown for the FCX plans related only to the FMC plans.
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The weighted-average assumptions used to determine net periodic benefit cost and the components of net periodic benefit cost for FCX’s pension plans (FMC's
plans and FCX's SERP, director and excess benefits plans) for the years ended December 31 follow:

Weighted-average assumptions:
Discount rate:
FMC plans
FCX SERP
Expected return on plan assets *
Rate of compensation increase *

Service cost

Interest cost

Expected return on plan assets
Amortization of prior service cost
Amortization of net actuarial losses

Net periodic benefit cost

a. The assumptions shown relate only to the FMC plans.

2012

2011

2010

4.60% 5.40% 5.80%
4.00% 4.00% 4.00%
7.50% 8.00% 8.50%
3.75% 3.75% 4.25%
$ 27 % 24 8 26
79 83 82
(86) (86) ®7)
@ @ @
33 19 22
$ 52 $ 39 8 42

The weighted-average assumptions used to determine net periodic benefit cost and the components of net periodic benefit cost for PT Freeport Indonesia’s pension

plan for the years ended December 31 follow:

Weighted-average assumptions:
Discount rate
Expected return on plan assets
Rate of compensation increase

Service cost

Interest cost

Expected return on plan assets
Amortization of prior service cost
Amortization of net actuarial loss

Net periodic benefit cost

Included in accumulated other comprehensive loss are the following amounts that have not been recognized in net periodic pension cost as of December 31:

Prior service credits
Net actuarial loss

2012 2011 2010
7.00% 8.50% 10.50%
9.25% 9.25% 8.25%
8.00% 8.00% 8.00%
$ 17 s 13 3 8
14 1 8
©) ©) @)
1 1 1
7 3 —
$ 30 3 19 s 10

2012

2011

After Taxes and

After Taxes and

Before Noncontrolling Before Noncontrolling
Taxes Interests Taxes Interests
$ ) $ (1) @ $ 1)
705 429 390
$ 703 $ 428 $ 389

Actuarial losses in excess of 10 percent of the greater of the projected benefit obligation or market-related value of plan assets are amortized over the expected
average remaining future service period of the current active participants. The amount expected to be recognized in 2013 net periodic pension cost for actuarial

losses is $47 million ( $29 million net of tax and noncontrolling interests).

FCX does not expect to have any plan assets returned to it in 2013 . Plan assets are classified within a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level
1), then to significant observable inputs (Level 2) and the lowest priority to significant unobservable inputs (Level 3). For further discussion of the different levels of

the fair value hierarchy, refer to Note 16 .
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A summary of the fair value hierarchy for pension plan assets associated with the FCX plans follows:

Commingled/collective funds:
Global equity
U.S. real estate securities
U.S. small-cap equity
Real estate property
Short-term investments
Open-ended mutual funds:
Government bonds
Emerging markets equity
Corporate bonds
Mutual funds:
Foreign bonds
Emerging markets bond
Emerging markets equity
Fixed income:
Government bonds
Corporate bonds
Private equity investments
Other investments
Total investments

Cash and receivables
Payables

Total pension plan net assets

Commingled/collective funds:
Global equity
U.S. real estate securities
U.S. small-cap equity
Real estate property
Short-term investments
Open-ended mutual funds:
Government bonds
Emerging markets equity
Corporate bonds
Mutual funds:
Foreign bonds
Emerging markets bond
Emerging markets equity
Fixed income:
Government bonds
Corporate bonds
Private equity investments
Other investments
Total investments

Cash and receivables
Payables

Total pension plan net assets

Fair Value at December 31, 2012

Total Level 1 Level 2 Level 3
481  $ — 3 481 —
61 — 61 —
52 — 52 —
41 — — 41
40 — 40 —
48 48 — —
41 41 — —
23 23 — —
54 54 — —
37 37 — —
28 28 — —
241 — 241 —
82 — 82 —
45 — — 45
33 1 32 —
1,307 $ 232 % 989 86
5
(12)
1,300
Fair Value at December 31, 2011
Total Level 1 Level 2 Level 3
408 $ —_ 408 —
52 — 52 —
45 — 45 —
35 — — 35
22 — 22 —
50 50 — —
36 36 — —
22 22 — —
43 43 — —
32 32 — —
24 24 — —
233 — 233 —
73 — 73 —
50 — — 50
23 — 23 —
1,148 $ 207 856 85
6
(13)
1,141
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Following is a description of the pension plan asset categories and the valuation techniques used to measure fair value. There have been no changes to the
techniques used to measure fair value.

Commingled/collective funds are managed by several fund managers and are valued at the net asset value per unit of the fund. For most of these funds, the majority
of the underlying assets are actively traded equity securities; however, the unit level is considered to be at the fund level. These funds (except the real estate
property funds) require less than a month's notice for redemptions and, as such, are classified within Level 2 of the fair value hierarchy. Real estate property funds
are valued at net realizable value using information from independent appraisal firms, who have knowledge and expertise about the current market values of real
property in the same vicinity as the investments. Redemptions of the real estate property funds are allowed once per quarter, subject to available cash and, as such,
are classified within Level 3 of the fair value hierarchy.

Open-ended mutual funds are managed by registered investment companies and are valued at the daily published net asset value of shares/units held. Because
redemptions and purchases of shares/units occur at the net asset value without any adjustments to the published net asset value that is provided on an ongoing
basis (active-market criteria are met), these investments are classified within Level 1 of the fair value hierarchy.

Mutual funds are valued at the closing price reported on the active market on which the individual securities are traded and, as such, are classified within Level 1 of
the fair value hierarchy.

Fixed income investments include government and corporate bonds held directly by the Master Trust or through commingled funds. Fixed income securities are
valued using a bid evaluation or a mid evaluation and, as such, are classified within Level 2 of the fair value hierarchy. A bid evaluation is an estimated price at which
a dealer would pay for a security. A mid evaluation is the average of the estimated price at which a dealer would sell a security and the estimated price at which a
dealer would pay for a security. These evaluations are based on quoted prices, if available, or models that use observable inputs.

Private equity investments are valued at net realizable value using information from general partners and, as such, are classified within Level 3 of the fair value
hierarchy because of the inherent restrictions on redemptions that may affect the ability to sell the investments at their net asset value in the near term.

A summary of changes in the fair value of FCX'’s Level 3 pension plan assets for the years ended December 31 follow:

Private Real
Equity Estate
Investments Property Total
Balance at January 1, 2011 $ 46 $ 28 3 74
Actual return on plan assets:
Realized (losses) gains 2) 2 —
Net unrealized gains related to
assets still held at the end of the year 5 5 10
Purchases 5 — 5
Settlements, net (4) — )
Balance at December 31, 2011 50 35 85
Actual return on plan assets:
Realized gains — 2 2
Net unrealized (losses) gains related to
assets still held at the end of the year (5) 4 (1)
Purchases 4 — 4
Settlements, net 4) — 4)
Balance at December 31, 2012 $ 45 3 41 3 86
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A summary of the fair value hierarchy for pension plan assets associated with the PT Freeport Indonesia plan follows:

Fair Value at December 31, 2012

Total Level 1 Level 2 Level 3
Common stocks $ 32 3 32 — 8 =
Government bonds 27 27 — —
Mutual funds 10 10 — —
Total investments 69 $ 69 $ — 3 —
Cash and receivables * 61
Total pension plan net assets $ 130

Fair Value at December 31, 2011

Total Level 1 Level 2 Level 3
Common stocks $ 29 % 29 $ — 3 =
Government bonds 22 22 — —
Total investments 51 $ 51 $ — $ —
Cash and receivables * 56
Total pension plan net assets $ 107

a. Cash consisted primarily of short-term time deposits.

Following is a description of the valuation techniques used for pension plan assets measured at fair value associated with the PT Freeport Indonesia plan. There
have been no changes to the techniques used to measure fair value.

Common stocks, government bonds and mutual funds are valued at the closing price reported on the active market on which the individual securities are traded.
The techniques described above may produce a fair value calculation that may not be indicative of net realizable value or reflective of future fair values. Furthermore,
while FCX believes its valuation techniques are appropriate and consistent with other market participants, the use of different techniques or assumptions to

determine the fair value of certain financial instruments could result in a different fair value measurement at the reporting date.

The expected benefit payments for FCX’s (including FMC's plans and FCX's SERP, director and excess benefits plans) and PT Freeport Indonesia’s pension plans
follow:

PT Freeport

FCX Indonesia *
2013 $ 89 $ 14
2014 141 10
2015 92 11
2016 95 11
2017 98 15
2018 through 2022 536 130

a. Based on a December 31, 2012, exchange rate of 9,622 Indonesian rupiah to one U.S. dollar.

Atlantic Copper’s plan is administered by a third-party insurance company, and Atlantic Copper is not provided asset allocations. Atlantic Copper's expected benefit
payments by a third-party insurance company are $7 million per year (based on a December 31, 2012 , exchange rate of $1.32 per euro).

Postretirement and Other Benefits. FCX also provides postretirement medical and life insurance benefits for certain U.S. employees and, in some cases,
employees of certain international subsidiaries. These postretirement benefits vary among plans, and many plans require contributions from retirees. The expected
cost of providing such postretirement benefits is accrued during the years employees render service.
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The discount rate for FCX'’s postretirement medical and life insurance benefit plans was determined on the same basis as FCX'’s pension plans. Information on the

postretirement benefit plans as of December 31 follows:

Change in benefit obligation:
Benefit obligation at beginning of year
Service cost
Interest cost
Actuarial losses (gains)
Benefits paid, net of employee and joint venture partner
contributions, and Medicare Part D subsidy
Benefit obligation at end of year

Change in plan assets:
Fair value of plan assets at beginning of year
Employer and partner contributions
Employee contributions
Benefits paid
Fair value of plan assets at end of year

Funded status
Discount rate assumption
Balance sheet classification of funded status:

Accounts payable and accrued liabilities
Other liabilities

Total

2012 2011
$ 223 $ 240
1 1
9 11
2 )]
(22) (22)
213 223
25 25
10 12
(35) (37)
$ (213) $ (223)
3.50% 4.20%
$ 1) $ (23)
(192) (200)
$ (213) $ (223)

Included in accumulated other comprehensive loss are amounts not recognized in net periodic benefit cost for unrecognized actuarial gains of $2 million ( $1 million
net of tax and noncontrolling interests) at December 31, 2012 , and $4 million ( $3 million net of tax and noncontrolling interests) at December 31, 2011 . No amount

is expected to be recognized in net periodic benefit cost in 2013 for unrecognized actuarial gains.

Expected benefit payments for these plans total $21 million for 2013, $19 million for 2014 , $18 million for 2015 , $17 million for 2016 , $16 million for 2017 and $76

million for 2018 through 2022 .

The weighted-average assumptions used to determine net periodic benefit cost and the components of net periodic benefit cost for FCX’s postretirement benefits for

the years ended December 31 follow:

Weighted-average assumptions:
Discount rate

Service cost
Interest cost

Net periodic benefit cost

The assumed medical-care trend rates at December 31 follow:

Medical-care cost trend rate assumed for
the next year
Rate to which the cost trend rate is assumed
to decline (the ultimate trend rate)
Year that the rate reaches the ultimate trend rate
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4.20% 4.90% 5.20%

1 1 1

9 11 13

10 12 14

2012 2011

7.75% 8.00%
4.25% 4.50%
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The effect of a one-percent increase or decrease in the medical-care cost trend rates assumed for postretirement medical benefits would result in increases or
decreases of less than $1 million in the aggregate service and interest cost components; for the postretirement benefit obligation, the effect of a one-percent
increase is approximately $6 million and the effect of a one-percent decrease is approximately $5 million .

FCX has a number of postemployment plans covering severance, long-term disability income, continuation of health and life insurance coverage for disabled
employees or other welfare benefits. The accumulated postemployment benefit consisted of a current portion of $8 million (included in accounts payable and
accrued liabilities) and a long-term portion of $69 million (included in other liabilities) at December 31, 2012, and a current portion of $7 million (included in accounts
payable and accrued liabilities) and a long-term portion of $57 million (included in other liabilities) at December 31, 2011 .

FCX also sponsors savings plans for the majority of its U.S. employees. The plans allow employees to contribute a portion of their pre-tax income in accordance with
specified guidelines. These savings plans are principally qualified 401(k) plans for all U.S. salaried and non-bargained hourly employees. In these plans, participants
exercise control and direct the investment of their contributions and account balances among various investment options. FCX contributes to these plans at varying
rates and matches a percentage of employee pre-tax deferral contributions up to certain limits, which vary by plan. For employees whose eligible compensation
exceeds certain levels, FCX provides an unfunded defined contribution plan, which has a liability balance of $59 million at December 31, 2012 , and $56 million at
December 31, 2011 .

The costs charged to operations for employee savings plans totaled $43 million in 2012 , $35 million in 2011 and $36 million in 2010 . FCX has other employee
benefit plans, certain of which are related to FCX’s financial results, which are recognized in operating costs.

NOTE 11. STOCKHOLDERS’ EQUITY AND STOCK-BASED COMP ENSATION
FCX's authorized shares of capital stock total 1.85 billion shares, consisting of 1.8 billion shares of common stock and 50 million shares of preferred stock.

Common Stock. At December 31, 2012 , 23.7 million shares remain available for purchase under FCX's open-market share purchase program, which does not
have an expiration date. There have been no purchases under this program since 2008. The timing of future purchases of FCX's common stock is dependent on
many factors, including FCX's operating results, cash flows and financial position; copper, molybdenum and gold prices; the impact of the proposed acquisitions; the
price of FCX’s common stock; and general economic and market conditions.

FCX'’s Board of Directors (the Board) authorized increases in the cash dividend on FCX’s common stock to an annual rate of $0.60 per share in April 2010, then to
an annual rate of $1.00 per share in October 2010 and then to the current annual rate of $1.25 per share in February 2012. The Board also declared two
supplemental cash dividends of $0.50 per share, which were paid in December 2010 and June 2011. On December 26, 2012 , the Board declared a regular quarterly
dividend of $0.3125 per share, which was paid on February 1, 2013 , to common shareholders of record at the close of business on January 15, 2013 . The
declaration of dividends is at the discretion of the Board and will depend on FCX's financial results, cash requirements, future prospects and other factors deemed
relevant by the Board.

Preferred Stock.  On March 28, 2007 , FCX sold 28.75 million shares of 6%% Mandatory Convertible Preferred Stock for net proceeds of $2.8 billion . The 6%:%
Mandatory Convertible Preferred Stock was automatically converted on May 1, 2010 , into 78.9 million shares of FCX common stock.

Stock Award Plans.  FCX currently has awards outstanding under its stock-based compensation plans, including two FMC plans resulting from the 2007
acquisition. As of December 31, 2012 , only two plans, both of which are stockholder approved and are discussed below, have awards available for grant.

The 2003 Stock Incentive Plan (the 2003 Plan) provides for the issuance of stock options, SARSs, restricted stock, restricted stock units and other stock-based
awards. The 2003 Plan allows FCX to grant awards for up to 16 million common shares to eligible participants. In 2006, FCX's stockholders approved the 2006
Stock Incentive Plan (the 2006 Plan), and FCX's stockholders approved amendments to the plan in 2007 primarily to increase the number of shares available for
grants and in 2010 to permit grants to outside directors. The 2006 Plan provides for the issuance of stock options, SARs, restricted stock, restricted stock units and
other stock-based awards for up to 74
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million common shares. As of December 31, 2012 , shares available for grant totaled 32.1 million under the 2006 Plan and 2,446 shares under the 2003 Plan.

Stock-Based Compensation Cost. Compensation cost charged against earnings for stock-based awards for the years ended December 31 follows:

2012 2011 2010

Stock options awarded to employees (including directors) $ 82 $ 84 3 84
Stock options awarded to nonemployees 2 1 5
Restricted stock units awarded to employees

(including directors) 16 32 30
Restricted stock awards to employees — — 1
SARs — ) 2

Total stock-based compensation cost * 100 115 122
Tax benefit (36) (42) (45)
Noncontrolling interests’ share ?3) 4 ?3)

Impact on net income $ 61 $ 69 $ 4

a. Amounts were before Rio Tinto’s share of the cost of employee exercises of in-the-money stock options, which decreased consolidated selling, general and administrative
expenses by $3 million in 2011 and $4 million in 2010 . There was no Rio Tinto sharing in 2012.

FCX did not capitalize any stock-based compensation costs to property, plant, equipment and development costs during the years ended December 31, 2012 , 2011
and 2010 .

Stock Options and SARs. Stock options and SARs granted under the plans generally expire 10 years after the date of grant and vest in 25 percent annual
increments beginning one year from the date of grant. The plans and award agreements provide that participants will receive the following year’s vesting after
retirement and provide for accelerated vesting if there is a change in control (as defined in the plans). Therefore, FCX accelerates one year of amortization for
retirement-eligible employees.

A summary of options outstanding as of December 31, 2012 , including 39,336 SARs, and changes during the year ended December 31, 2012 , follows:

Weighted-
Average
Weighted- Remaining Aggregate
Number of Average Contractual Intrinsic
Options Option Price Term (years) Value
Balance at January 1 27,967,145  $ 34.90
Granted 5,050,500 46.32
Exercised (1,300,273) 16.68
Expired/Forfeited (244,813) 45.23
Balance at December 31 31,472,559 37.40 64 $ 102
Vested and exercisable at December 31 17,731,809 3 34.41 53 § 65
Summaries of options outstanding, including SARs, and changes during the years ended December 31 follow:
2011 2010
Weighted- Weighted-
Average Average
Number of Option Number of Option
Options Price Options Price
Balance at January 1 26,930,444 % 30.22 24,921,594 $ 27.59
Granted 4,230,500 55.43 8,303,000 36.15
Exercised (3,044,174) 21.88 (6,081,650) 27.54
Expired/Forfeited (149,625) 37.61 (212,500) 30.29
Balance at December 31 27,967,145 34.90 26,930,444 30.22
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The fair value of each option award is estimated on the date of grant using the Black-Scholes-Merton option valuation model. Expected volatility is based on implied
volatilities from traded options on FCX's common stock and historical volatility of FCX's common stock. FCX uses historical data to estimate future option exercises,
forfeitures and expected life of the options. When appropriate, separate groups of employees who have similar historical exercise behavior are considered separately
for valuation purposes. The expected dividend rate is calculated using the annual dividend (excluding supplemental dividends) at the date of grant. The risk-free
interest rate is based on Federal Reserve rates in effect for bonds with maturity dates equal to the expected term of the option at the grant date. Information related
to stock options, including SARs, during the years ended December 31 follows:

2012 2011 2010

Weighted-average assumptions used to value stock option awards:

Expected volatility 52.0% 50.9% 51.9%

Expected life of options (in years) 454 434 461

Expected dividend rate 3.1% 1.8% 0.8%

Risk-free interest rate 0.7% 1.6% 2.2%
Weighted-average grant date fair value (per share) $ 15.60 $ 20.58 $ 15.33
Intrinsic value of options exercised $ 34 $ 101 $ 129
Fair value of options vested $ 77 $ 89 $ 61

As of December 31, 2012 , FCX had $90 million of total unrecognized compensation cost related to unvested stock options expected to be recognized over a
weighted-average period of 1.5 years.

Restricted Stock Units. FCX has an annual incentive plan for its executive officers that requires a portion of each executive officer's annual bonus be paid in
restricted stock units. The maximum annual incentive award pool is a percentage of FCX's consolidated operating cash flows adjusted for changes in working capital
and other tax payments for the preceding year and funding of the pool is subject to a performance condition. Grants of restricted stock units before 2012 vest ratably
over three years and provide that the FCX executive officers will receive the following year’s vesting upon retirement provided the performance condition is met. The
fair value of these restricted stock unit grants was estimated based on projected operating cash flows for the applicable year and was charged to expense ratably
over three years, beginning with the year during which the cash flows were generated as performance of services commenced in the calendar year preceding the
date of grant. In February 2012, the terms of restricted stock unit awards under the annual incentive plan were revised. Beginning with 2012 grants, the level of
restricted stock units granted will continue to be based on FCX's consolidated operating cash flows adjusted for changes in working capital and other tax payments
for the preceding year, but the award will vest after three years subject to FCX attaining a five-year average return on investment (a performance condition defined in
the award agreement) of at least six percent. The awards will also be subject to a 20 percent reduction if FCX performs below a group of its peers as defined in the
award agreement. The fair value of the awards is estimated using an appropriate valuation model. The awards continue to vest after the recipients retirement or
death; therefore, since all of FCX's executive officers are retirement eligible, FCX charges the cost of these awards to expense in the year the cash flows are
generated as performance of services is only required in the calendar year preceding the date of grant.

FCX also granted other restricted stock units that vest over a period of four years to its directors. The plans and award agreements provide for accelerated vesting of
all restricted stock units if there is a change of control (as defined in the plans). The fair value of the restricted stock units is amortized over the four -year vesting
period or the period until the director becomes retirement-eligible, whichever is shorter. Upon a director’s retirement, all of their unvested restricted stock units
immediately vest. For retirement-eligible directors, the fair value of restricted stock units is recognized in earnings on the date of grant.

Dividends and interest on restricted stock units accrue and are paid upon the award’s vesting.
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A summary of outstanding restricted stock units as of December 31, 2012 , and activity during the year ended December 31, 2012 , follows:

Weighted-
Average
Remaining Aggregate
Contractual Intrinsic
Term (years) Value

Number of

Restricted

Stock Units
Balance at January 1 1,265,276
Granted 306,194
Vested (681,772)
Balance at December 31 889,698

26 $

30

The total grant-date fair value of restricted stock units granted during the year ended December 31, 2012 , was $14 million . The total intrinsic value of restricted
stock units vested was $28 million during 2012, $69 million during 2011 and $50 million during 2010 . As of December 31, 2012 , FCX had $1 million of total

unrecognized compensation cost related to unvested restricted stock units expected to be recognized.

Other Information. The following table includes amounts related to exercises of stock options and vesting of restricted stock units and restricted stock awards during

the years ended December 31 :

2010

2012
FCX shares tendered to pay the exercise price
and/or the minimum required taxes # 515,558
Cash received from stock option exercises $ 15
Actual tax benefit realized for tax deductions $ 16
Amounts FCX paid for employee taxes $ 16

a.
pay the exercise price and/or the minimum required taxes.

Accumulated Other Comprehensive Loss.

$
$
$

2011
936,811
48 %
45 3
45 3

Unrealized Deferred
Gains/ Defined Tax
(Losses) on  Translation  Benefit Valuation
Securities Adjustment Plans Allowance Total

Balance at January 1, 2010 $ 5) $ 8 $ (231) $ 45 $ (273)
Amounts arising during the period * 2 — (53) (14) (65)
Amounts reclassified ° — — 15 — 15
Balance at December 31, 2010 ?3) 8 (269) (59) (323)
Amounts arising during the period * 1) 2) (134) (20) (157)
Amounts reclassified ® — — 15 — 15
Balance at December 31, 2011 4) 6 (388) (79) (465)
Amounts arising during the period * — (1) (65) 1) (67)
Amounts reclassified ® — — 26 — 26
Balance at December 31, 2012 $ @ s 5 $ (427) % (80) $ (506)

a.

b.
for 2011 and 2010 .
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Amounts arising during the period were net of tax benefits of $39 million for 2012 , $81 million for 2011 and $34 million for 2010 .
Amounts reclassified from accumulated other comprehensive loss were related to amortization of actuarial losses, which were net of taxes of $15 million for 2012 , and $8 million

934,099
109

50

28

Under terms of the related plans, upon exercise of stock options and vesting of restricted stock units and restricted stock awards, employees may tender FCX shares to FCX to

A summary of changes in the balances of each component of accumulated other comprehensive loss follows:
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NOTE 12. INCOME TAXES
Geographic sources of income before income taxes and equity in affiliated companies’ net earnings for the years ended December 31 consist of the following:

2012 2011 2010
United States $ 1539 $ 2,112 $ 1,307
Foreign 3,948 6,706 7,205
Total $ 5487 $ 8818 $ 8,512

FCX’s provision for income taxes for the years ended December 31 consists of the following:

2012 2011 2010
Current income taxes:
Federal $ 238 $ 394 $ 207
State 7 21 27
Foreign 1,002 1,934 2,500
Total current 1,247 2,349 2,734
Deferred income taxes (benefits):
Federal 87 82 20
State 18 (19) (10)
Foreign 363 622 239
Total deferred 468 685 249
Changes in Peruvian taxes (205) a° 53 °© —
Provision for income taxes $ 1,510 $ 3,087 $ 2,983

a. InJuly 2012, Sociedad Minera Cerro Verde S.A.A. (Cerro Verde) signed a new 15 -year mining stability agreement with the Peruvian government, which is expected to become
effective when the current mining stability agreement expires on December 31, 2013. In connection with the new mining stability agreement, Cerro Verde's income tax rate will
increase from 30 percent to 32 percent . As a result of the change in the income tax rate, FCX recognized additional deferred tax expense of $29 million ( $25 million net of
noncontrolling interests) in 2012, which relates primarily to the assets recorded in connection with the 2007 acquisition of FMC.

b.  With the exception of TFM, FCX has not elected to permanently reinvest earnings from its foreign subsidiaries and has recorded deferred tax liabilities for foreign earnings that are
available to be repatriated to the U.S. Cerro Verde previously recorded deferred Peruvian income tax liabilities for income taxes that would become payable if the reinvested
profits used to fund the initial Cerro Verde sulfide expansion are distributed prior to the expiration of Cerro Verde's current stability agreement on December 31, 2013. Because
reinvested profits at Cerro Verde are not expected to be distributed prior to December 31, 2013, a net deferred income tax liability of $234 million ( $123 million net of
noncontrolling interests) was reversed and recognized as an income tax benefit in 2012.

c. In September 2011, Peru enacted a new mining tax and royalty regime and also created a special mining burden that companies with stability agreements can elect to pay. Cerro
Verde elected to pay this special mining burden during the remaining term of its stability agreement. As a result, Cerro Verde recognized additional current ( $14 million ) and
deferred ( $39 million ) tax expense totaling $53 million ( $49 million net of noncontrolling interests) for the year 2011. The deferred portion of this accrual related primarily to the
assets recorded in connection with the 2007 acquisition of FMC.
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A reconciliation of the U.S. federal statutory tax rate to FCX'’s effective income tax rate for the years ended December 31 follows:

2012 2011 2010
Amount Percent Amount Percent Amount Percent

U.S. federal statutory tax rate $ 1,920 3B5% $ 3,086 3B5% $ 2,979 35 %
Foreign tax credit limitation 110 2 163 2 93 1
Percentage depletion (263) (5) (283) ®3) (263) ®3)
Withholding and other impacts on

foreign earnings (221) ’ 4) 170 2 174 2
Valuation allowance on minimum

tax credits 9) — 47) 1) 18 —
State income taxes 17 — — — 17 —
Other items, net (44) — 2) — (35) —
Provision for income taxes $ 1,510 28% $ 3,087 3B% $ 2,983 35 %

a. Included the reversal of Cerro Verde's deferred income tax liability of $234 million .

FCX paid federal, state, local and foreign income taxes totaling $1.8 billion in 2012 , $3.4 billion in 2011 and $2.6 billion in 2010 . FCX received refunds of federal,
state, local and foreign income taxes of $69 million in 2012 , $15 million in 2011 and $26 million in 2010 .

The components of deferred taxes follow:

December 31,

2012 2011
Deferred tax assets:
Foreign tax credits $ 2,022 % 2,011
Accrued expenses 910 962
Minimum tax credits 474 406
Net operating loss carryforwards 343 356
Employee benefit plans 315 245
Inventory 118 161
Other 256 276
Deferred tax assets 4,438 4,417
Valuation allowances (2,443) (2,393)
Net deferred tax assets 1,995 2,024
Deferred tax liabilities:
Property, plant, equipment and development costs (4,563) (4,227)
Undistributed earnings (884) (1,010)
Other (60) (72)
Total deferred tax liabilities (5,507) (5,309)
Net deferred tax liabilities $ (3512) $ (3,285)

At December 31, 2012 , FCX had U.S. foreign tax credit carryforwards of $2.0 billion that will expire between 2013 and 2022 , and U.S. minimum tax credits
carryforwards of $474 million that can be carried forward indefinitely, but may be used only to the extent that regular tax exceeds the alternative minimum tax in any
given year.

At December 31, 2012 , FCX had (i) DRC net operating loss carryforwards of $468 million that can be carried forward indefinitely, (ii) U.S. net state operating loss

carryforwards of $508 million that expire between 2013 and 2032 , and (iii) Spanish net operating loss carryforwards of $578 million that expire between 2015 and
2029 .
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On the basis of available information at December 31, 2012 , FCX has provided valuation allowances for certain of its deferred tax assets where FCX believes it is
more likely than not that some portion or all of such assets will not be realized. Valuation allowances totaled $2.4 billion at December 31, 2012 and 2011 , and
covered all of FCX’s U.S. foreign tax credit carryforwards, and a portion of its foreign net operating loss carryforwards, U.S. state net operating loss carryforwards,
U.S. state deferred tax assets, U.S. capital loss carryforwards and U.S. minimum tax credit carryforwards. These valuation allowances include $82 million at
December 31, 2012 , for tax benefits that, if recognized, would be credited directly to other comprehensive income.

The $50 million increase in the valuation allowance during 2012 was primarily a result of an increase in FCX's U.S. foreign tax credit carryforwards, U.S. state
deferred tax assets, U.S. capital loss carryforwards and U.S. state net operating loss carryforwards.

In 2010, the Chilean legislature approved an increase in mining royalty taxes to help fund earthquake reconstruction activities, education and health programs.
Mining royalty taxes at FCX’s El Abra and Candelaria mines were stabilized through 2017 at a rate of 4 percent . However, under the legislation, FCX opted to
transfer from its stabilized rate to the sliding scale of 4 to 9 percent (depending on a defined operational margin) for the years 2010 through 2012 and will return to
its 4 percent rate for the years 2013 through 2017. Beginning in 2018 and through 2023, rates will move to a sliding scale of 5 to 14 percent .

A summary of the activities associated with FCX’s reserve for unrecognized tax benefits, interest and penalties follows:

Unrecognized

Tax Benefits Interest Penalties
Balance at January 1, 2011 $ 200 $ 33 $ —
Additions:

Prior year tax positions 25 *

Current year tax positions 16 *

Interest and penalties — 7 —
Decreases:

Prior year tax positions (34) *

Current year tax positions 8) *

Lapse of statute of limitations (53) *

Interest and penalties — (6) —
Balance at December 31, 2011 146 34 —
Additions:

Prior year tax positions 17 *

Current year tax positions 24 *

Interest and penalties — 3 —
Decreases:

Prior year tax positions (37) *

Current year tax positions — *

Settlements with tax authorities (11) *

Lapse of statute of limitations (1) *

Interest and penalties — (6) —
Balance at December 31, 2012 $ 138 $ 31 8 —

* Amounts not allocated.

The reserve for unrecognized tax benefits of $138 million at December 31, 2012 , included $119 million ( $63 million net of income tax benefits) that, if recognized,
would reduce FCX’s provision for income taxes.
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Changes to the reserve for unrecognized tax benefits associated with current year tax positions were primarily related to uncertainties associated with FCX ' s cost
recovery methods and deductibility of contributions. Changes in the reserve for unrecognized tax benefits associated with prior year tax positions were primarily
related to uncertainties associated with cost recovery methods. There continues to be uncertainty related to the timing of settlements with taxing authorities, but if
additional settlements are agreed upon during the year 2013, FCX could experience a change in its reserve for unrecognized tax benefits.

FCX or its subsidiaries file income tax returns in the U.S. federal jurisdiction and various state and foreign jurisdictions. The tax years for FCX's major tax
jurisdictions that remain subject to examination are as follows:

Jurisdiction Years Under Examination Additional Open Years
U.S. Federal 2007-2010 2011-2012
Indonesia 2005-2008, 2011 2009-2010, 2012
Peru 2002-2010 2011-2012
Chile 2010-2011 2012

NOTE 13. CONTINGENCIES
Environmental. FCX incurred environmental capital expenditures and other environmental costs (including joint venture partners’ shares) to comply with applicable
environmental laws and regulations that affect its operations totaling $612 million in 2012 , $387 million in 2011 and $372 million in 2010 .

FCX subsidiaries that operate in the U.S. are subject to various federal, state and local environmental laws and regulations that govern emissions of air pollutants;
discharges of water pollutants; and generation, handling, storage and disposal of hazardous substances, hazardous wastes and other toxic materials. FCX
subsidiaries that operate in the U.S. also are subject to potential liabilities arising under CERCLA or similar state laws that impose responsibility on current and
previous owners and operators of a facility for the cleanup of hazardous substances released from the facility into the environment, including damages to natural
resources, irrespective of when the damage to the environment occurred or who caused it. This cleanup liability also extends to persons who arranged for the
disposal of hazardous substances or transported the hazardous substances to a disposal site selected by the transporter. This liability often is shared on a joint and
several basis meaning that each responsible party is fully responsible for the cleanup, although in many cases some or all of the other historical owners or operators
no longer exist, do not have the financial ability to respond or cannot be found. As a result, because of FCX's acquisition of FMC in 2007, many of the subsidiary
companies FCX now owns are responsible for a wide variety of environmental remediation projects throughout the U.S. FCX expects to spend substantial sums
annually for many years to address those remediation issues. Certain FCX subsidiaries have been advised by the U.S. Environmental Protection Agency (EPA), the
Department of the Interior, the Department of Agriculture and several state agencies that, under CERCLA or similar state laws and regulations, they may be liable for
costs of responding to environmental conditions at a number of sites that have been or are being investigated to determine whether releases of hazardous
substances have occurred and, if so, to develop and implement remedial actions to address environmental concerns. FCX is also subject to claims where the
release of hazardous substances is alleged to have damaged natural resources (NRD). As of December 31, 2012 , FCX had more than 100 active remediation
projects, including NRD claims, in the U.S. in 28 states.

A summary of changes in environmental obligations for the years ended December 31 follows:

2012 2011 2010
Balance at beginning of year $ 1,453 $ 1,422 % 1,464
Accretion expense * 80 88 97
Additions 70 132 19
Reductions ® (182) (68) —
Spending (199) (121) (158)
Balance at end of year 1,222 1,453 1,422
Less current portion (186) (205) (138)
Long-term portion $ 1,036 $ 1,248 % 1,284

a. Represented accretion of the fair value of environmental obligations assumed in the 2007 acquisition of FMC, which were determined on a discounted cash flow basis.
b. Reductions primarily reflected adjustments for changes in the anticipated scope and timing of environmental remediation projects and the settlement of environmental matters.
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Estimated environmental cash payments (on an undiscounted and unescalated basis) total $186 million in 2013, $225 million in 2014 , $124 million in 2015 , $107
million in 2016 , $110 million in 2017 and $1.7 billion thereafter. The amount and timing of these estimated payments could change as a result of changes in
regulatory requirements, changes in scope and timing of remediation activities, the settlement of environmental matters and as actual spending occurs.

FCX was required to record FMC'’s environmental obligations at fair value on the acquisition date in accordance with business combination accounting

guidance. Significant adjustments to these obligations may occur in the future. New environmental obligations will be recorded as described in Note 1 under
“Environmental Expenditures.” At December 31, 2012 , FCX's environmental obligations totaled $1.2 billion , including $1.1 billion recorded on a discounted basis for
those obligations assumed in the FMC acquisition at fair value. On an undiscounted and unescalated basis, these obligations totaled $2.4 billion . FCX estimates it is
reasonably possible that these obligations could range between $2.1 billion and $2.7 billion on an undiscounted and unescalated basis.

FCX believes that there may be potential claims for recovery from third parties, including the U.S. government and other PRPs. These potential recoveries are not
recognized unless realization is considered probable.

At December 31, 2012 , the most significant environmental obligations were associated with the Pinal Creek site in Arizona; the Newtown Creek site in New York
City; historical smelter sites principally located in Arizona, Kansas, New Jersey, Oklahoma and Pennsylvania; and uranium mining sites in the western U.S. The
recorded environmental obligations for these sites totaled $1.0 billion at December 31, 2012 . A discussion of these sites follows.

Pinal Creek. The Pinal Creek site was listed under the Arizona Department of Environmental Quality’s (ADEQ) Water Quality Assurance Revolving Fund program in
1989 for contamination in the shallow alluvial aquifers within the Pinal Creek drainage near Miami, Arizona. Since that time, environmental remediation was
performed by members of the Pinal Creek Group (PCG), consisting of FMC Miami, Inc. (Miami), a wholly owned subsidiary of FMC, and two other companies. In
1998, the District Court approved a Consent Decree between the PCG members and the state of Arizona resolving all matters related to an enforcement action
contemplated by the state of Arizona against the PCG members with respect to groundwater contamination. The Consent Decree committed the PCG members to
complete the remediation work outlined in the Consent Decree, and that work continues at this time and is expected to continue for many years in the future. Miami
also was a party to litigation entitled Pinal Creek Group, et al. v. Newmont Mining Corporation, et al. , United States District Court, District of Arizona, Case No. CIV
91-1764 PHX DAE (LOA), filed on May 1, 1991. Pursuant to a settlement in 2010, Miami paid $40 million to certain members of the PCG to settle the allocation of
previously incurred costs, and agreed to take full responsibility for future groundwater remediation at the Pinal Creek site, with limited exceptions. The settlement did
not result in a change to the obligation, which was estimated at fair value when assumed in the FMC acquisition. During 2011, the obligation was increased by $31
million to reflect changes in remediation capping designs that incorporate best practices for side slope regrading and cap thickness.

Newtown Creek. From the 1930s until 1964, Phelps Dodge Refining Corporation (PDRC), a subsidiary of FMC, operated a smelter, and from the 1930s until 1984, it
operated a refinery on the banks of Newtown Creek (the creek), which is a 3.5-mile-long waterway that forms part of the boundary between Brooklyn and Queens in
New York City. Heavy industrialization along the banks of the creek and discharges from the City of New York's sewer system over more than a century resulted in
significant environmental contamination of the waterway. The New York Attorney General previously notified several companies, including PDRC, about possible
obligations to clean up contaminated sediments in the creek. In March and April 2010, EPA notified PDRC and five others that EPA considers them to be PRPs
under CERCLA. The notified parties began working with EPA to identify other PRPs, and EPA proposed that the notified parties perform a Remedial
Investigation/Feasibility Study (RI/FS) at their expense and reimburse EPA for its oversight costs. EPA is not expected to propose a remedy until after a RI/FS is
completed, which is expected to take several years. On September 29, 2010, EPA designated the creek as a Superfund site. Effective July 18, 2011, PDRC and five
other parties entered an Administrative Order on Consent (AOC) to perform a RI/FS to assess the nature and extent of environmental contamination in the creek and
identify potential remedial options. The parties ' RI/FS work under the AOC and their identification of other PRPs are ongoing. FCX's financial obligation for this
matter was estimated at fair value when it was assumed in the FMC acquisition and is included in FCX's aggregate environmental obligations. The actual costs of
fulfilling this remedial obligation and the allocation of costs among PRPs are uncertain and subject to change based on the results of the RI/FS, the remediation
remedy ultimately selected by EPA and related allocation determinations. Depending on the overall cost and the portion allocated to PDRC, that share could be
material to FCX.
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Historical Smelter Sites . FMC and its predecessors at various times owned or operated copper and zinc smelters in several states, including Arizona, Kansas, New
Jersey, Oklahoma and Pennsylvania. For some of these smelter sites, certain FCX subsidiaries have been advised by EPA or state agencies that they may be liable
for costs of investigating and, if appropriate, remediating environmental conditions associated with the smelters. At other sites, certain FCX subsidiaries have entered
into state voluntary remediation programs to investigate and, if appropriate, remediate site conditions associated with the smelters. The historical smelter sites are in
various stages of assessment and remediation. The two most significant environmental obligations for historical smelter sites relate to Blackwell, Oklahoma, and
Bisbee, Arizona. Adjustments to the environmental obligations for historical smelter sites, which principally were estimated at fair value when assumed in the FMC
acquisition, totaled a reduction of $47 million in 2012, primarily because of changes in estimated timing of obligations, and an increase of $36 million in 2011,
primarily at the Blackwell, Oklahoma, site (refer to discussion below).

Blackwell. From 1918 to 1974, Blackwell Zinc Company, Inc. (BZC), an indirect subsidiary of FCX, owned and operated a zinc smelter in Blackwell, Oklahoma. In
1974, the smelter was demolished and the property deeded to the Blackwell Industrial Authority. Pursuant to an administrative order with the state of Oklahoma, BZC
undertook remedial actions in Blackwell in 1996 and 1997, including sampling the nearby residential and commercial properties, and removing soils on properties
that were found to have metal concentrations above state-established cleanup standards. From 1997 to 2003, BZC investigated the nature and extent of
groundwater contamination potentially attributable to the former smelter and evaluated options for remedying such contamination. In 2003, the state of Oklahoma
adopted a cleanup plan requiring the installation of a groundwater extraction and treatment system and the closure of domestic groundwater wells within the
groundwater plume area. BZC completed the construction of a groundwater extraction and treatment system, with system startup and initial discharge of treated
water occurring in October 2010.

Between 2007 through 2012, FCX, on behalf of BZC, completed a voluntary soil remediation program by inviting property owners in and around Blackwell to have
soil at their properties sampled for the presence of smelter-related contaminants, and offering to remediate properties whose soils were found to have metal
concentrations above state-established cleanup standards. As part of this program, FCX sampled soils on approximately 90 percent of the residential properties in
Blackwell and remediated soils on about 600 properties. All of these soil sampling and remediation activities were coordinated with, and supervised by, the state of
Oklahoma.

On May 23, 2012, the Board of Commissioners of Kay County, Oklahoma, filed suit in Oklahoma District Court against FCX and several affiliates, including BZC,
entitled Board of Commissioners of the County of Kay, Oklahoma v. Freeport-McMoRan Copper & Gold Inc., et al. , United States District Court, Western District of
Oklahoma, Case No. 5:12-cv-00601-C. On May 25, 2012, the case was removed to the United States District Court for the Western District of Oklahoma, and trial is
set for October 2013. The suit alleges BZC permitted large quantities of smelter waste to be used as road building and fill material throughout Kay County over a
period of decades and seeks unspecified financial assistance for removing and covering much of the material, and unspecified damages for the alleged public
nuisance created by the presence of the material. FCX has asserted a counter claim against Kay County for contribution under CERCLA. Separate from the
litigation, in fourth-quarter 2012, BZC entered into a Consent Agreement and Final Order with the Oklahoma Department of Environmental Quality and Kay County to
conduct an assessment of smelter material present on Kay County's roads, bridges and associated rights-of-way. Sampling is expected to be completed in 2013.

Bisbee. From the 1880s until 1975, FMC and certain predecessor and subsidiary entities operated a copper mine near Bisbee, Arizona. A series of smelters
operated in Bisbee from approximately 1879 through 1908. In 2000, FMC entered the Bisbee area into the Arizona Voluntary Remediation Program (VRP)
administered by ADEQ. In 2008, FMC expanded the VRP project to include other communities near Bisbee and commenced a voluntary community outreach
program inviting property owners to have soils at their properties sampled for the presence of smelter and mine-related metals. For property owners whose soils are
found to have metal concentrations above ADEQ-established cleanup standards, FMC has offered to remove the impacted soils and replace them with clean soils.
For those property owners who requested sampling, approximately 40 percent require some level of cleanup. At December 31, 2012 , approximately 60 percent of
the properties whose owners agreed to have their soil cleaned up was completed.
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Uranium Mining Sites. During a period between 1940 and the early 1970s, certain FMC predecessor entities were involved in uranium exploration and mining in the
western U.S. Similar exploration and mining activities by other companies have caused environmental impacts that have warranted remediation, and EPA and local
authorities are currently evaluating the need for significant cleanup activities in the region. To date, FMC has undertaken remediation at a limited number of sites
associated with these predecessor entities. An initiative to gather additional information about sites in the region is ongoing, and information gathered under this
initiative was submitted to EPA Region 9 during the second and third quarters of 2008 and the fourth quarter of 2009 in response to an information request by EPA
regarding uranium mining activities on Navajo Nation properties. FCX utilized the results of FMC’s remediation experience, in combination with historical and
updated information to initially estimate the fair value of uranium-related liabilities assumed in the FMC acquisition.

Asset Retirement Obligations (AROS). FCX's ARO cost estimates are reflected on a third-party cost basis and comply with FCX's legal obligation to retire
tangible, long-lived assets.

A summary of changes in FCX's AROs for the years ended December 31 follows:

2012 2011 2010
Balance at beginning of year $ 921 % 856 $ 731
Liabilities incurred 6 9 5
Revisions to cash flow estimates * 211 48 105
Accretion expense 55 58 54
Spending (47) (49) (38)
Foreign currency translation adjustment — 1) (1)
Balance at end of year 1,146 921 856
Less current portion (55) (31) (69)
Long-term portion $ 1,091 $ 890 $ 787

a. Reuvisions to cash flow estimates were primarily related to updated closure plans that included revised cost estimates and accelerated timing of certain closure activities.

ARO costs may increase or decrease significantly in the future as a result of changes in regulations, changes in engineering designs and technology, permit
modifications or updates, changes in mine plans, inflation or other factors and as actual reclamation spending occurs. ARO activities and expenditures generally are
made over an extended period of time commencing near the end of the mine life; however, certain reclamation activities may be accelerated if legally required or if
determined to be economically beneficial.

Legal requirements in New Mexico, Arizona, Colorado and other states require financial assurance to be provided for the estimated costs of reclamation and closure,
including groundwater quality protection programs. FCX has satisfied financial assurance requirements by using a variety of mechanisms, such as performance
guarantees, financial capability demonstrations, trust funds, surety bonds, letters of credit and collateral. The applicable regulations specify financial strength tests
that are designed to confirm a company’s or guarantor’s financial capability to fund estimated reclamation and closure costs. The amount of financial assurance FCX
is required to provide will vary with changes in laws, regulations and reclamation and closure requirements, and cost estimates. At December 31, 2012 , FCX’s
financial assurance obligations associated with these closure and reclamation costs totaled $970 million , of which $601 million was in the form of guarantees issued
by FCX and financial capability demonstrations. At December 31, 2012 , FCX had trust assets totaling $161 million (included in other assets), which are legally
restricted to fund a portion of its AROs for properties in New Mexico as required by New Mexico regulatory authorities.

New Mexico Environmental and Reclamation Programs. FCX's New Mexico operations are regulated under the New Mexico Water Quality Act and regulations
adopted under that act by the Water Quality Control Commission (WQCC). The New Mexico Environment Department (NMED) has required each of these
operations to submit closure plans for NMED's approval. The closure plans must include measures to assure meeting groundwater quality standards following the
closure of discharging facilities and to abate any groundwater or surface water contamination. In March 2009, the Tyrone operation appealed the WQCC Final Order,
dated February 4, 2009, regarding location of the “places of withdrawal of water,” a legal criterion used to determine where groundwater quality standards must be
met at FCX’s New Mexico mining sites. In December 2010, FCX's Tyrone mine entered into a settlement agreement with NMED that calls for a stay of the appeal
while NMED and the WQCC complete several administrative actions, including renewal of Tyrone’s closure permit consistent with the terms of the
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settlement, review and approval of a groundwater abatement plan and adoption of alternative abatement standards, and adoption of new groundwater discharge
permit rules for copper mines. If the administrative actions are concluded consistent with the terms of the settlement agreement within the period of the stay, then
Tyrone will move to dismiss the appeal. In December 2012, Tyrone and NMED agreed to extend the period to conclude the administrative actions through December
31, 2013. The Court of Appeals also extended the stay for another year. Finalized closure plan requirements, including those resulting from the actions to be taken
under the settlement agreement, could result in increases in closure costs for FCX's New Mexico operations.

FCX’s New Mexico operations also are subject to regulation under the 1993 New Mexico Mining Act (the Mining Act) and the related rules that are administered by
the Mining and Minerals Division (MMD) of the New Mexico Energy, Minerals and Natural Resources Department. Under the Mining Act, mines are required to obtain
approval of plans describing the reclamation to be performed following cessation of mining operations. At December 31, 2012 , FCX had accrued reclamation and
closure costs of $476 million for its New Mexico operations. As stated above, additional accruals may be required based on the state’s review of FCX's updated
closure plans and any resulting permit conditions, and the amount of those accruals could be material.

Arizona Environmental and Reclamation Programs. FCX's Arizona properties are subject to regulatory oversight in several areas. ADEQ has adopted regulations for
its aquifer protection permit (APP) program that require permits for, among other things, certain facilities, activities and structures used for mining, concentrating and
smelting and require compliance with aquifer water quality standards at an applicable point of compliance well or location. The APP program also may require
mitigation and discharge reduction or elimination of some discharges.

An application for an APP requires a description of a closure strategy that will meet applicable groundwater protection requirements following cessation of operations
and an estimate of the cost to implement the closure strategy. An APP may specify closure requirements, which may include post-closure monitoring and
maintenance. A more detailed closure plan must be submitted within 90 days after a permitted entity notifies ADEQ of its intent to cease operations. A permit
applicant must demonstrate its financial ability to meet the closure costs estimated in the APP.

Portions of Arizona mining facilities that operated after January 1, 1986, also are subject to the Arizona Mined Land Reclamation Act (AMLRA). AMLRA requires
reclamation to achieve stability and safety consistent with post-mining land use objectives specified in a reclamation plan. Reclamation plans must be approved by
the State Mine Inspector and must include an estimate of the cost to perform the reclamation measures specified in the plan.

FCX will continue to evaluate options for future reclamation and closure activities at its operating and non-operating sites, which are likely to result in adjustments to
FCX's ARO liabilities. At December 31, 2012 , FCX had accrued reclamation and closure costs of $240 million for its Arizona operations.

Colorado Reclamation Programs. FCX's Colorado operations are regulated by the Colorado Mined Land Reclamation Act (Reclamation Act) and regulations
promulgated thereunder. Under the Reclamation Act, mines are required to obtain approval of reclamation plans describing the reclamation of lands affected by
mining operations to be performed during mining or upon cessation of mining operations. As of December 31, 2012 , FCX had accrued reclamation and closure
costs of $47 million for its Colorado operations.

Chilean Reclamation and Closure Programs. In July 2011, the Chilean senate passed legislation regulating mine closure, which establishes new requirements for
closure plans and became effective in November 2012. FCX's Chilean operations will be required to update closure plans and provide financial assurance for these
obligations. FCX cannot predict at this time the cost of these closure plans or the levels or forms of financial assurance that may be required. Revised closure plans
for the Chilean mine sites are due in November 2014. At December 31, 2012 , FCX had accrued reclamation and closure costs of $54 million for its Chilean
operations.

Peruvian Reclamation and Closure Programs . Cerro Verde is subject to regulation under the Mine Closure Law administered by the Peruvian Ministry of Energy and
Mines. Under the closure regulations, mines must submit a closure plan that includes the reclamation methods, closure cost estimates, methods of control and
verification, closure and post-closure plans and financial assurance. The updated closure plan for the Cerro Verde mine expansion must be submitted to the
Peruvian regulatory authorities in December 2013. At December 31, 2012 , Cerro Verde had accrued reclamation and closure costs of $89 million and had financial
assurance obligations associated with these reclamation and closure costs totaling $9 million in the form of letters of credit.
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Indonesian Reclamation and Closure Programs. The ultimate amount of reclamation and closure costs to be incurred at PT Freeport Indonesia’s operations will be
determined based on applicable laws and regulations and PT Freeport Indonesia’s assessment of appropriate remedial activities in the circumstances, after
consultation with governmental authorities, affected local residents and other affected parties and cannot currently be projected with precision. Estimates of the
ultimate reclamation and closure costs PT Freeport Indonesia will incur in the future involve complex issues requiring integrated assessments over a period of many
years and are subject to revision over time as more complete studies are performed. Some reclamation costs will be incurred during mining activities, while most
closure costs and the remaining reclamation costs will be incurred at the end of mining activities, which are currently estimated to continue for nearly 30 years. At
December 31, 2012 , PT Freeport Indonesia had accrued reclamation and closure costs of $195 million and a long-term receivable for Rio Tinto’s share of the
obligation of $18 million (included in long-term receivables).

In 1996, PT Freeport Indonesia began contributing to a cash fund ( $16 million balance at December 31, 2012 ) designed to accumulate at least $100 million
(including interest) by the end of its Indonesia mining activities. PT Freeport Indonesia plans to use this fund, including accrued interest, to pay mine closure and
reclamation costs. Any costs in excess of the $100 million fund would be funded by operational cash flow or other sources.

In December 2009, PT Freeport Indonesia submitted its revised mine closure plan to the Department of Energy and Mineral Resources for review and has
addressed comments received during the course of this review process. In December 2010, the President of Indonesia issued a regulation regarding mine
reclamation and closure, which requires a company to provide a mine closure guarantee in the form of a time deposit placed in a state-owned bank in Indonesia. In
accordance with its Contract of Work, PT Freeport Indonesia is working with the Department of Energy and Mineral Resources to review these requirements,
including discussion of other options for the mine closure guarantee.

Litigation. FCX is involved in numerous legal proceedings that arise in the ordinary course of business or are associated with environmental issues arising from
legacy operations conducted over the years by FMC and its affiliates as discussed in this note under “Environmental.” FCX is also involved periodically in other
reviews, investigations and proceedings by government agencies, some of which may result in adverse judgments, settlements, fines, penalties, injunctions or other
relief. Management does not believe, based on currently available information, that the outcome of any legal proceeding reported below will have a material adverse
effect on FCX's financial condition, although individual outcomes could be material to FCX's operating results for a particular period, depending on the nature and
magnitude of the outcome and the operating results for the period. Refer to Note 1 for further discussion of FCX's accounting policy for litigation contingencies.

Asbestos Claims. Since approximately 1990, FMC and various subsidiaries have been named as defendants in a large number of lawsuits that claim personal injury
either from exposure to asbestos allegedly contained in electrical wire products produced or marketed many years ago or from asbestos contained in buildings and
facilities located at properties owned or operated by FMC affiliates, or from alleged asbestos in talc products. Many of these suits involve a large number of
codefendants. Based on litigation results to date and facts currently known, FCX believes there is a reasonable possibility that losses may have been incurred
related to these matters; however, FCX also believes that the amounts of any such losses, individually or in the aggregate, are not material to its consolidated
financial statements. There can be no assurance, however, that future developments will not alter this conclusion.

Yonkers Site . From 1932 until 1984, an affiliate of FMC owned and operated a cable manufacturing facility on the Hudson River in Yonkers, New York. FMC sold
that operation in 1984, and it was subsequently sold to BICC Cables Corporation (BICC). BICC closed the facility in 1996. In 2005, Blackacre Partners OPS, LLC
(Blackacre) began environmental cleanup work at the site using funding provided by FMC and BICC. One Point Street, Inc. (OPS), a real estate developer, has
current title to the site.

On September 9, 2011, OPS filed a complaint in the United States District Court for the Southern District of New York, which it amended on March 1, 2012. The
amended complaint alleged that FMC, BICC and Blackacre failed to timely and diligently complete remediation of the site in breach of alleged obligations under
CERCLA and New York Environmental Conservation Law, and under the contractual agreements among the parties. In fourth-quarter 2012, this matter was settled,
and OPS will be completing the limited remaining cleanup work at the site using funds provided by FMC and BICC.
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Columbian Chemicals Company (Columbian) Claims. Columbian, formerly a subsidiary of FMC, has notified FCX of various indemnification claims arising out of the
2005 agreement pursuant to which Columbian was sold. The principal outstanding claims relate to (1) multiple mass tort suits pending against Columbian in West
Virginia state court for alleged personal injury and property damage resulting from exposure to carbon black (the Carbon Black claims) and (2) an investigation being
conducted by EPA of potential Clean Air Act violations during the period Columbian was owned by FMC (the Clean Air Act matter). In April 2012, Columbian filed suit
in New York state court ( Columbian Chemicals Company and Columbian Chemicals Acquisition LLC v. Freeport-McMoRan Corporation f/k/a Phelps Dodge
Corporation , County of New York, Supreme Court of the State of New York, Index No. 600999/2010), that alleged, among other things, that the Carbon Black claims
are the responsibility of FMC, and are not subject to the aggregate cap under the 2005 agreement pursuant to which Columbian was sold. In July 2012, FCX and
Columbian reached a settlement pursuant to which the litigation was dismissed with prejudice and all outstanding disputes regarding the extent of FCX's indemnity
obligations to Columbian were fully resolved. Under the terms of the settlement, FCX's remaining possible exposure is to indemnify Columbian for incurred losses
related only to the Carbon Black claims and the Clean Air Act matter. The cap, net of amounts reserved and paid, totaled $122 million at December 31, 2012. FMC
cannot estimate Columbian ' s exposure, if any, for the Carbon Black claims or the Clean Air Act matter.

Shareholder Litigation . Thirteen derivative actions challenging the PXP merger and/or the MMR merger were filed on behalf of FCX by purported FCX stockholders.
Ten were filed in the Court of Chancery of the State of Delaware and three were filed in the Superior Court of the State of Arizona, County of Maricopa. On January
25, 2013, the Delaware Court of Chancery consolidated the Delaware actions into a single action, In Re Freeport-McMoRan Copper & Gold Inc. Derivative

Litigation , No. 8145-VCN, and discovery is proceeding in that action. On January 17, 2013, the Arizona Superior Court consolidated two of the Arizona actions into
In Re Freeport-McMoRan Derivative Litigation , No. CV2012-018351. A third Arizona complaint, Harris v. Adkerson et al. , No. CV2013-004163, was consolidated
with the first two Arizona actions on February 8, 2013. The actions name some or all of the following as defendants: the directors and certain officers of FCX, two
FCX subsidiaries, PXP and certain of its directors, and MMR and certain of its directors and officers. The actions allege, among other things, that the FCX directors
breached their fiduciary duties to FCX stockholders because they, among other things, pursued their own interests at the expense of stockholders in approving the
PXP and MMR mergers. The complaints also allege that some or all of the following parties aided and abetted the wrongful acts allegedly committed by the directors
and certain officers of FCX: two FCX subsidiaries, PXP and certain of its directors, and MMR and certain of its directors and officers. The actions seek as relief,
among other things, an injunction barring or rescinding both the PXP merger and the MMR merger and requiring submission of the proposed PXP merger and MMR
merger to a vote of FCX stockholders, damages, and attorneys' fees and costs.

Three putative class actions challenging the PXP merger were filed on behalf of PXP stockholders in the Court of Chancery of the State of Delaware. On January 15,
2013, the Court of Chancery consolidated the actions into a single action, In Re Plains Exploration & Production Company Stockholder Litigation , No. 8090-VCN,
and discovery is proceeding in that action. The action names as defendants PXP, the directors of PXP, FCX, and an FCX subsidiary. The action alleges that PXP's
directors breached their fiduciary duties because they, among other things, pursued their own interests at the expense of stockholders and failed to maximize
stockholder value with respect to the merger, and that FCX and an FCX subsidiary aided and abetted the breach of fiduciary duties by PXP's directors. The action
seeks as relief an injunction barring or rescinding the PXP merger, damages, and attorneys' fees and costs.

In addition, ten putative class actions challenging the MMR merger were filed on behalf of MMR stockholders. Nine were filed in the Court of Chancery of the State of
Delaware. On January 25, 2012, the Court of Chancery consolidated the actions into a single action, In Re McMoRan Exploration Co. Stockholder Litigation , No.
8132-VCN, and discovery is proceeding in that action. One action was also filed in the Civil District Court for the Parish of Orleans of the State of Louisiana: Langley
v. Moffett et al. , No. 2012-11904, filed December 19, 2012. Each of the actions names some or all of the following as defendants, in addition to MMR and its
directors: FCX, two FCX subsidiaries, the Gulf Coast Ultra Deep Royalty Trust and PXP. The actions allege that MMR's directors breached their fiduciary duties
because they, among other things, pursued their own interests at the expense of stockholders and failed to maximize stockholder value with respect to the merger,
and that PXP, FCX, or both, aided and abetted the breach of fiduciary duty by MMR's directors. The Delaware action also asserts claims derivatively on behalf of
MMR. The actions seek, among other things, injunctive relief barring or rescinding the MMR merger, damages, and attorneys' fees and costs.

FCX intends to vigorously defend itself in these matters.
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Tax Matters. Cerro Verde Tax Proceedings. SUNAT, the Peruvian national tax authority, has assessed mining royalties on materials processed by the Cerro Verde
concentrator that commenced operations in late 2006. These assessments cover the period October 2006 to December 2007 and the years 2008 and 2009. SUNAT
has issued rulings denying Cerro Verde's protest of the assessments. Cerro Verde has appealed these decisions and currently has three cases pending before the
Peruvian Tax Court. Cerro Verde is challenging these royalties because it believes its stability agreement provides an exemption for all minerals extracted from its
mining concession, irrespective of the method used for processing those minerals. Although FCX believes its interpretation of the stability agreement is correct, if
Cerro Verde is ultimately found responsible for these assessments, it will also be liable for interest, which accrues at rates that range from approximately 7 to 18
percent based on the year accrued and the currency in which the amounts would be payable. At December 31, 2012 , the aggregate amount of the assessments,
including interest and penalties, totaled $218 million . SUNAT may continue to assess mining royalties annually until this matter is resolved by the Peruvian Tax
Tribunal.

Cerro Verde is also challenging various income and value-added tax assessments from SUNAT covering the years 2002 through 2008 and has cases pending
before the Peruvian Tax Court. At December 31, 2012, the approximate amount of these assessments, including interest and penalties, totaled $180 million .

Indonesia Tax Matters. The Indonesian tax authorities issued assessments for various audit exceptions on PT Freeport Indonesia's tax returns as follows (in
millions):

Date of Assessment Tax Return Year Tax Assessment Aslsrgz;en?ént Total
October 2010 2005 $ 106 $ 52 $ 158
November 2011 2006 22 10 32
March 2012 2007 91 44 135
Total $ 219 $ 106 $ 325

PT Freeport Indonesia has filed objections to the assessments because it believes it has properly paid its taxes. During first-quarter 2012, PT Freeport Indonesia's
objections to the assessments related to 2005 were substantially all rejected by the Indonesian tax authorities and, in May 2012, appeals were filed with the
Indonesian Tax Court. As of December 31, 2012, PT Freeport Indonesia has paid $182 million (of which $148 million is included in long-term receivables) for the
disputed tax assessments related to 2005, 2006 and 2007. PT Freeport Indonesia is working with the Indonesian tax authorities to resolve these matters and expects
to receive additional assessments from the Indonesian tax authorities for their audit of its 2008 tax return.

In December 2009, PT Freeport Indonesia was notified by the Large Taxpayer's Office of the Government of Indonesia of its view that PT Freeport Indonesia is
obligated to pay value added taxes on certain goods imported after the year 2000. The amount of such taxes and related penalties under this view would be
significant. PT Freeport Indonesia believes that, pursuant to the terms of its Contract of Work, it is only required to pay value added taxes on these types of goods
imported after December 30, 2009. PT Freeport Indonesia has not received a formal assessment and is working with the applicable government authorities to
resolve this matter.

Letters of Credit, Bank Guarantees and Surety Bonds . Letters of credit and bank guarantees totaled $98 million at December 31, 2012 , primarily for
reclamation and environmental obligations, workers’ compensation insurance programs, tax and customs obligations, and other commercial obligations. In addition,
FCX had surety bonds totaling $159 million at December 31, 2012 , associated with reclamation and closure ( $137 million ), self-insurance bonds primarily for
workers’ compensation ( $18 million ) and other bonds ( $4 million ).

Insurance. FCX purchases a variety of insurance products to mitigate potential losses. The various insurance products typically have specified deductible amounts
or self-insured retentions and policy limits. FCX generally is self-insured for U.S. workers’ compensation, but purchases excess insurance up to statutory limits. An
actuarial analysis is performed twice a year for various FCX casualty programs, including workers’ compensation, to estimate required insurance reserves. Insurance
reserves totaled $52 million at December 31, 2012 , which consisted of a current portion of $8 million (included in accounts payable and accrued liabilities) and a
long-term portion of $44 million (included in other liabilities).
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FCX maintains property damage and business interruption insurance related to its operations. FCX and its insurers entered into an insurance settlement agreement
in December 2012. The insurers agreed to pay an aggregate of $63 million , including PT Freeport Indonesia's joint venture partner's share, for the settlement of the
insurance claim for business interruption and property damage relating to the 2011 incidents affecting PT Freeport Indonesia's concentrate pipelines. As a result of
the settlement, FCX recorded a gain of $59 million ( $31 million to net income attributable to FCX common stockholders) in 2012.

NOTE 14. COMMITMENTS AND GUARANTEES
Operating Leases. FCX leases various types of properties, including offices and equipment. A summary of future minimum rentals under non-cancelable leases at
December 31, 2012 , follows:

2013 $ 32
2014 19
2015 19
2016 16
2017 15
Thereafter 104

Total payments $ 205

Minimum payments under operating leases have not been reduced by aggregate minimum sublease rentals, which are minimal. Total aggregate rental expense
under operating leases was $77 million in 2012 , $70 million in 2011 and $64 million in 2010 .

Contractual Obligations. Based on applicable prices at December 31, 2012 , FCX has unconditional purchase obligations of $2.2 billion , primarily comprising the
procurement of copper concentrates ( $799 million ), electricity ( $524 million ) and transportation services ( $448 million ) that are essential to its operations
worldwide. Some of FCX's unconditional purchase obligations are settled based on the prevailing market rate for the service or commodity purchased. In some
cases, the amount of the actual obligation may change over time because of market conditions. Obligations for copper concentrates provide for deliveries of
specified volumes to Atlantic Copper at market-based prices. Electricity obligations are primarily for contractual minimum demand at the South America and Tenke
mines. Transportation obligations are primarily for South America contracted ocean freight and for North America rail freight.

FCX's future commitments associated with unconditional purchase obligations total $976 million in 2013 , $499 million in 2014 , $232 million in 2015 , $152 million in
2016 , $134 million in 2017 and $207 million thereafter. During the three-year period ended December 31, 2012 , FCX fulfilled its minimum contractual purchase
obligations or negotiated settlements in those situations in which it terminated an agreement containing an unconditional obligation.

Mining Contracts. Indonesia. FCX is entitled to mine in Indonesia under the Contract of Work between PT Freeport Indonesia and the Government of Indonesia.
The original Contract of Work was entered into in 1967 and was replaced with a new Contract of Work in 1991. The initial term of the current Contract of Work
expires in 2021 but can be extended by PT Freeport Indonesia for two 10 -year periods subject to Indonesian government approval, which pursuant to the Contract
of Work cannot be withheld or delayed unreasonably. Given the importance of contracts of work under the Indonesian legal system and PT Freeport Indonesia’s
approximately 40 years of working with the Indonesian government, which included entering into the Contract of Work in 1991 well before the expiration of the 1967
Contract of Work, PT Freeport Indonesia fully expects that the government will approve the extensions as long as it continues to comply with the terms of the
Contract of Work.

In July 2004, FCX received a request from the Indonesian Department of Energy and Mineral Resources that it offer to sell shares in PT Indocopper Investama to
Indonesian nationals at fair market value. In response to this request and in view of the potential benefits of having additional Indonesian ownership in the
operations, FCX agreed, at the time, to consider a potential sale of an interest in PT Indocopper Investama at fair market value. Neither its Contract of Work nor
Indonesian law requires FCX to divest any portion of its ownership in PT Freeport Indonesia or PT Indocopper Investama. In May 2008, FCX signed a Memorandum
of Understanding with the Papua provincial government (the Province) whereby the parties agreed to work cooperatively to determine the feasibility of an acquisition
by the Province of the PT Indocopper Investama shares at market value. PT Freeport Indonesia is currently engaged in discussions with the Indonesian government
related to its Contract of Work and intends to
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conclude that process before proceeding with any further discussions about the potential sale of an interest in PT Indocopper Investama.

The copper royalty rate payable by PT Freeport Indonesia under its Contract of Work varies from 1.5 percent of copper net revenue at a copper price of $0.90 or less
per pound to 3.5 percent at a copper price of $1.10 or more per pound. The Contract of Work royalty rate for gold and silver sales is at a fixed rate of 1.0 percent .

A large part of the mineral royalties under Indonesian government regulations is designated to the provinces from which the minerals are extracted. In connection
with its fourth concentrator mill expansion completed in 1998, PT Freeport Indonesia agreed to pay the Government of Indonesia additional royalties (royalties not
required by the Contract of Work) to provide further support to the local governments and the people of the Indonesian province of Papua. The additional royalties
are paid on production exceeding specified annual amounts of copper, gold and silver expected to be generated when PT Freeport Indonesia’s milling facilities
operate above 200,000 metric tons of ore per day. The additional royalty for copper equals the Contract of Work royalty rate, and for gold and silver equals twice the
Contract of Work royalty rates. Therefore, PT Freeport Indonesia’s royalty rate on copper net revenues from production above the agreed levels is double the
Contract of Work royalty rate, and the royalty rates on gold and silver sales from production above the agreed levels are triple the Contract of Work royalty rates.

The combined royalties, including the additional royalties that became effective January 1, 1999, totaled $93 million in 2012 , $137 million in 2011 and $156 million in
2010.

In 2009, Indonesia enacted a new mining law, which will operate under a licensing system as opposed to the contract of work system that applies to PT Freeport
Indonesia. In 2011 and 2010, the Government of Indonesia promulgated regulations under the 2009 mining law and certain provisions that address existing contracts
of work. The laws and regulations provide that contracts of work will continue to be honored until their expiration. However, the regulations attempt to apply certain
provisions of the new law to existing contracts of work and may seek to apply the licensing system to any extension periods of contracts of work, even though the
terms of PT Freeport Indonesia’s Contract of Work provide for two 10-year extension periods subject to Indonesian government approval, which pursuant to the
Contract of Work cannot be withheld or delayed unreasonably. In February 2012, a new regulation was adopted that would require mining companies in Indonesia to
process all minerals domestically and possibly ban export of concentrates and other unrefined minerals. PT Freeport Indonesia's Contract of Work includes specific
provisions providing the right of PT Freeport Indonesia to export product, subject to giving priority to domestic smelting facilities, on a market basis. In connection
with the obligations under its Contract of Work, in 1995, PT Freeport Indonesia constructed the only copper smelter and refinery in Indonesia (which is owned and
operated by PT Smelting - refer to Note 2 for further discussion).

Indonesian government officials have periodically undertaken reviews regarding FCX's compliance with Indonesian environmental laws and regulations and the
terms of the Contract of Work. In January 2012, the President of Indonesia issued a decree calling for the creation of a team of Ministers to evaluate contracts of
work for adjustment to the 2009 Mining Law, and accordingly, to take steps to assess and negotiate size of work areas, government revenues and domestic
processing of minerals. FCX has had discussions with officials of the Indonesian government and is working cooperatively to complete this evaluation and to obtain
an extension of the Contract of Work beyond 2021, as provided under the terms of the Contract of Work. The Contract of Work can only be modified by mutual
agreement between PT Freeport Indonesia and the Government of Indonesia.

Africa. FCX is entitled to mine in the DRC under an Amended and Restated Mining Convention (ARMC) between TFM and the Government of the DRC. The original
Mining Convention was entered into in 1996, was replaced with the ARMC in 2005 and was further amended in 2010 (approved in 2011). The current ARMC will
remain in effect for as long as the Tenke concession is exploitable. The royalty rate payable by TFM under the ARMC is two percent of net revenue. These mining
royalties totaled $25 million in 2012 , $24 million in 2011 and $20 million in 2010 .

Effective March 26, 2012, the DRC government issued a Presidential Decree approving the modifications to TFM's bylaws following a review (completed in 2010) of
TFM's existing mining contracts. Among other changes to the amended ARMC, FCX's effective ownership interest in TFM was reduced from 57.75 percent to 56
percent and $50 million of TFM's stockholder loan payable to a subsidiary of FMC was converted to equity.

Community Development Programs. FCX has adopted policies that govern its working relationships with the communities where it operates. These policies are
designed to guide its practices and programs in a manner that
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respects basic human rights and the culture of the local people impacted by FCX’s operations. FCX continues to make significant expenditures on community
development, education, training and cultural programs.

In 1996, PT Freeport Indonesia established the Freeport Partnership Fund for Community Development (Partnership Fund) through which PT Freeport Indonesia
has made available funding and technical assistance to support community development initiatives in the area of health, education and economic development of the
area. PT Freeport Indonesia has committed through 2016 to provide one percent of its annual revenue for the development of the local people in its area of
operations through the Partnership Fund. PT Freeport Indonesia charged $39 million in 2012 , $50 million in 2011 and $64 million in 2010 to cost of sales for this
commitment.

During 2006, the Peruvian government announced that all mining companies operating in Peru would be required to make annual contributions to local development
funds for a five -year period (covering the years 2006 through 2010) when copper prices exceeded certain levels that were adjusted annually. The contribution, which
expired in 2010, was equal to 3.75 percent of after-tax profits, of which 2.75 percent was contributed to a local mining fund and 1.00 percent to a regional mining
fund. The charge to cost of sales for these local mining fund contributions totaled $41 million in 2010 . Cerro Verde's final contribution to these funds was made in
early 2011.

TFM has committed to assist the communities living within its concession in the Katanga province of the DRC. TFM will contribute 0.3 percent of net sales revenue
from production to a community development fund to assist the local communities with development of local infrastructure and related services, such as those
pertaining to health, education and economic development. TFM charged $4 million in both 2012 and 2011 , and $3 million in 2010 to cost of sales for this
commitment.

Guarantees. FCX provides certain financial guarantees (including indirect guarantees of the indebtedness of others) and indemnities.

At its Morenci mine in Arizona, FCX has a venture agreement dated February 7, 1986, with Sumitomo, which includes a put and call option guarantee clause. FCX
holds an 85 percent undivided interest in the Morenci complex. Under certain conditions defined in the venture agreement, Sumitomo has the right to sell its 15
percent share to FCX. Likewise, under certain conditions, FCX has the right to purchase Sumitomo’s share of the venture. At December 31, 2012 , the maximum
potential payment FCX is obligated to make to Sumitomo upon exercise of the put option (or FCX'’s exercise of its call option) totaled approximately $143 million
based on calculations defined in the venture agreement. At December 31, 2012 , FCX had not recorded any liability in its consolidated financial statements in
connection with this guarantee as FCX does not believe, based on information available, that it is probable that any amounts will be paid under this guarantee as the
fair value of Sumitomo’s 15 percent share is in excess of the exercise price.

Prior to its acquisition by FCX, FMC and its subsidiaries have, as part of merger, acquisition, divestiture and other transactions, from time to time, indemnified certain
sellers, buyers or other parties related to the transaction from and against certain liabilities associated with conditions in existence (or claims associated with actions
taken) prior to the closing date of the transaction. As part of these transactions, FMC indemnified the counterparty from and against certain excluded or retained
liabilities existing at the time of sale that would otherwise have been transferred to the party at closing. These indemnity provisions generally now require FCX to
indemnify the party against certain liabilities that may arise in the future from the pre-closing activities of FMC for assets sold or purchased. The indemnity
classifications include environmental, tax and certain operating liabilities, claims or litigation existing at closing and various excluded liabilities or obligations. Most of
these indemnity obligations arise from transactions that closed many years ago, and given the nature of these indemnity obligations, it is not possible to estimate the
maximum potential exposure. Except as described in the following sentence, FCX does not consider any of such obligations as having a probable likelihood of
payment that is reasonably estimable, and accordingly, has not recorded any obligations associated with these indemnities. With respect to FCX's environmental
indemnity obligations, any expected costs from these guarantees are accrued when potential environmental obligations are considered by management to be
probable and the costs can be reasonably estimated.
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NOTE 15. FINANCIAL INSTRUMENTS

FCX does not purchase, hold or sell derivative financial instruments unless there is an existing asset or obligation, or it anticipates a future activity that is likely to
occur and will result in exposure to market risks, which FCX intends to offset or mitigate. FCX does not enter into any derivative financial instruments for speculative
purposes, but has entered into derivative financial instruments in limited instances to achieve specific objectives. These objectives principally relate to managing
risks associated with commodity price changes, foreign currency exchange rates and interest rates.

Commodity Contracts.  From time to time, FCX has entered into forward, futures and swap contracts to hedge the market risk associated with fluctuations in the
prices of commodities it purchases and sells. Derivative financial instruments used by FCX to manage its risks do not contain credit risk-related contingent
provisions. As of December 31, 2012 and 2011, FCX had no price protection contracts relating to its mine production. A summary of FCX’s derivative contracts and
programs follows.

Derivatives Designated as Hedding Instruments — Fair Value Hedges

Copper Futures and Swap Contracts. Some of FCX's U.S. copper rod customers request a fixed market price instead of the COMEX average copper price in the
month of shipment. FCX hedges this price exposure in a manner that allows it to receive the COMEX average price in the month of shipment while the customers
pay the fixed price they requested. FCX accomplishes this by entering into copper futures and swap contracts and then liquidating the copper futures contracts and
settling the copper swap contracts during the month of shipment, which generally results in FCX receiving the COMEX average copper price in the month of
shipment. Hedging gains or losses from these copper futures and swap contracts are recorded in revenues. FCX did not have any significant gains or losses during
the three years ended December 31, 2012 , resulting from hedge ineffectiveness. At December 31, 2012 , FCX held copper futures and swap contracts that qualified
for hedge accounting for 52 million pounds at an average contract price of $3.57 per pound, with maturities through January 2014 .

A summary of gains (losses) recognized in revenues for derivative financial instruments related to commodity contracts that are designated and qualify as fair value
hedge transactions, along with the unrealized gains (losses) on the related hedged item (firm sales commitments) for the years ended December 31 follows:

2012 2011 2010
Unrealized gains (losses):
Derivative financial instruments $ 15 % 28) $ 7
Hedged item (15) 28 7)
Realized gains (losses):
Matured derivative financial instruments ) (28) 37

Derivatives Not Designated as Hedging Instruments
Embedded derivatives and derivative financial instruments that do not meet the criteria to qualify for hedge accounting are discussed below.

Embedded Derivatives. As described in Note 1 under “Revenue Recognition,” certain FCX copper concentrate, copper cathode and gold sales contracts provide for
provisional pricing primarily based on the LME price (copper) or the COMEX price (copper) and the London PM price (gold) at the time of shipment as specified in
the contract. Similarly, FCX purchases copper under contracts that provide for provisional pricing. Sales and purchases with a provisional sales price contain an
embedded derivative (i.e., the price settlement mechanism that is settled after the time of delivery) that is required to be bifurcated from the host contract. The host
contract is the sale or purchase of the metals contained in the concentrates or cathodes at the then-current LME or COMEX price (copper) or the London PM price
(gold) as defined in the contract. Mark-to-market price fluctuations recorded through the settlement date are reflected in revenues for sales contracts and in cost of
sales as production and delivery costs for purchase contracts.
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A summary of FCX’'s embedded derivatives at December 31, 2012 , follows:

Average Price

Open Per Unit Maturities
Positions Contract Market Through
Embedded derivatives in provisional sales contracts:
Copper (millions of pounds) 541 % 357 % 3.59 May 2013
Gold (thousands of ounces) 104 1,703 1,666 April 2013
Embedded derivatives in provisional purchase contracts:
Copper (millions of pounds) 203 3.61 3.59 March 2013

Copper Forward Contracts. Atlantic Copper enters into forward copper contracts designed to hedge its copper price risk whenever its physical purchases and sales
pricing periods do not match. These economic hedge transactions are intended to hedge against changes in copper prices, with the mark-to-market hedging gains or
losses recorded in cost of sales. At December 31, 2012 , Atlantic Copper held net forward copper purchase contracts for 13 million pounds at an average contract
price of $3.62 per pound, with maturities through February 2013 .

A summary of the realized and unrealized gains (losses) recognized in income before income taxes and equity in affiliated companies’ net earnings for commodity
contracts that do not qualify as hedge transactions, including embedded derivatives, for the years ended December 31 follows:

2012 2011 2010
Embedded derivatives in provisional sales contracts * $ 7% (519) $ 619
Embedded derivatives in provisional purchase contracts ° — — 2)
Copper forward contracts ° 15 2) (30)

a.  Amounts recorded in revenues.
b.  Amounts recorded in cost of sales as production and delivery costs.

Unsettled Derivative Financial Instruments
A summary of the fair values of unsettled derivative financial instruments recorded on the consolidated balance sheets follows:

December 31,
2012 2011

Derivatives designated as hedging instruments
Commodity contracts:
Copper futures and swap contracts: *
Asset position ° $ 5 $ 3
Liability position © 1 13

Derivatives not designated as hedging instruments
Commodity contracts:
Embedded derivatives in provisional sales/purchase contracts: ¢
Asset position $ 36 $ 72
Liability position 27 82
Copper forward contracts:
Asset position ° — 2

a. FCX had paid $7 million to brokers at December 31, 2012, and $31 million at December 31, 2011 , for margin requirements (recorded in other current assets). In addition, FCX
held $3 million in margin funding from customers at December 31, 2011 (recorded in accounts payable and accrued liabilities).

b. Amounts recorded in other current assets.
c.  Amounts recorded in accounts payable and accrued liabilities.
d. Amounts are recorded by counterparty either as a net accounts receivable or a net accounts payable.

167




Table of Contents

Credit Risk. FCX is exposed to credit loss when financial institutions with which FCX has entered into derivative transactions (commodity, foreign exchange and
interest rate swaps) are unable to pay. To minimize the risk of such losses, FCX uses counterparties that meet certain credit requirements and periodically reviews
the creditworthiness of these counterparties. FCX does not anticipate that any of the counterparties it deals with will default on their obligations. As of December 31,
2012 , FCX did not have any significant credit exposure associated with derivative transactions.

Other Financial Instruments. Other financial instruments include cash and cash equivalents, accounts receivable, trust assets, investment securities, accounts
payable and accrued liabilities, dividends payable and long-term debt. Refer to Note 16 for the fair values of these financial instruments.

NOTE 16. FAIR VALUE MEASUREMENT
Fair value accounting guidance includes a hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest
priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 inputs) and the lowest priority to unobservable inputs (Level 3 inputs).

Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or liabilities;

Level 2 Quoted prices in markets that are not active, quoted prices for similar assets or liabilities in active markets, inputs other than quoted prices that are
observable for the asset or liability, or inputs that are derived principally from or corroborated by observable market data by correlation or other means;
and

Level 3 Prices or valuation techniques that require inputs that are both significant to the fair value measurement and unobservable (supported by little or no
market activity).

FCX did not have any significant transfers in or out of Levels 1, 2, or 3 in 2012.
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The carrying value for certain FCX financial instruments ( i.e. , cash, accounts receivable, accounts payable and accrued liabilities, and dividends payable)
approximate fair value because of their short-term nature and generally negligible credit losses. A summary of the carrying amount and fair value of FCX’s other
financial instruments follows:

At December 31, 2012

Carrying Fair Value
Amount Total Level 1 Level 2 Level 3
Assets
Cash equivalents: ®
Money market funds $ 2,991 $ 2,991 % 2,991 % — 3
Investment securities (current and long-term):
MMR investment ° 446 539 — 539
U.S. core fixed income fund *°© 22 22 — 22
Money market funds * ¢ 16 16 16 —
Equity securities *°¢ 8 8 8 —
Total investment securities 492 585 24 561
Trust assets (long-term): *°¢
U.S. core fixed income fund 50 50 — 50
Government mortgage-backed securities 36 36 — 36
Corporate bonds 30 30 = 30
Government bonds and notes 24 24 — 24
Asset-backed securities 15 15 — 15
Money market funds 7 7 7 —
Municipal bonds 1 1 — 1
Total trust assets 163 163 7 156
Derivatives: *
Embedded derivatives in provisional sales/purchase
contracts in an asset position ¢ 36 36 — 36
Copper futures and swap contracts © 5 5 5 —
Total derivative assets 41 41 5 36
Total assets $ 3,780 $ 3,027 % 753 %
Liabilities
Derivatives: *
Embedded derivatives in provisional sales/purchase
contracts in a liability position ¢ $ 27 $ 27 $ — 3 27 $
Copper futures and swap contracts 1 1 1 —
Total derivative liabilities 28 28 1 27
Long-term debt, including current portion ¢ 3,527 3,589 — 3,589
Total liabilities $ 3617 % 15 3616 $
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At December 31, 2011

Carrying Fair Value
Amount Total Level 1 Level 2 Level 3
Assets
Cash equivalents: *
Money market funds $ 4,007 $ 4,007 $ 4,007 $ — $ =
Investment securities (current and long-term):
MMR investment ° 475 507 — 507 —
Equity securities *° 9 9 9 — —
Money market funds * ¢ 2 2 2 — —
Total investment securities 486 518 11 507 —
Trust assets (long-term): *°
Government mortgage-backed securities a7 a7 — 47 —
U.S. core fixed income fund 46 46 — 46 —
Government bonds and notes 21 21 — 21 —
Corporate bonds 19 19 — 19 —
Asset-backed securities 9 9 — 9 —
Money market funds 9 9 ¢ — =
Municipal bonds 1 1 — 1 —
Total trust assets 152 152 9 143 —
Derivatives: *
Embedded derivatives in provisional sales/purchase
contracts in an asset position ¢ 72 72 = 72 =
Copper futures and swap contracts © 3 3 3 — —
Copper forward contracts © 2 2 1 1 —
Total derivative assets 77 77 4 73 —
Total assets $ 4,754 $ 4,031 $ 723 $ —
Liabilities
Derivatives: ®
Embedded derivatives in provisional sales/purchase
contracts in a liability position ¢ $ 82 $ 82 $ — % 82 $ —
Copper futures and swap contracts 13 13 11 2 —
Total derivative liabilities 95 95 11 84 —
Long-term debt, including current portion ¢ 3,537 3,797 — 3,797 —
Total liabilities $ 3,892 $ 1 % 3,881 $ —
a. Recorded at fair value.
b. Recorded at cost and included in other assets.
c. Current portion included in other current assets and long-term portion included in other assets.
d. Embedded derivatives are recorded in accounts receivable and/or accounts payable and accrued liabilities.
e. Included in other current assets.
f. Included in accounts payable and accrued liabilities.
g. Recorded at cost except for long-term debt acquired in the FMC acquisition, which was recorded at fair value at the acquisition date.
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Valuation Technigues

Money market funds are classified within Level 1 of the fair value hierarchy because they are valued using quoted market prices in active markets.

MMR's 5.75% Convertible Perpetual Preferred Stock is not actively traded; therefore, FCX's investment in the MMR 5.75% Convertible Perpetual Preferred Stock is
valued based on a pricing simulation model that uses the quoted market prices of MMR's publicly traded common stock as the most significant observable input and
other inputs, such as expected volatility, expected settlement date, and risk-free interest rate. Therefore, this investment is classified within Level 2 of the fair value
hierarchy.

Fixed income securities (government securities, U.S. core fixed income funds, corporate bonds and asset-backed securities) are valued using a bid evaluation or a
mid evaluation. A bid evaluation is an estimated price at which a dealer would pay for a security. A mid evaluation is the average of the estimated price at which a
dealer would sell a security and the estimated price at which a dealer would pay for a security. These evaluations are based on quoted prices, if available, or models
that use observable inputs and, as such, are classified within Level 2 of the fair value hierarchy.

Equity securities are valued at the closing price reported on the active market on which the individual securities are traded and, as such, are classified within Level 1
of the fair value hierarchy.

FCX’'s embedded derivatives on provisional copper concentrate, copper cathode and gold purchases and sales have critical inputs of quoted monthly LME or
COMEX copper forward prices and the London PM gold forward price at each reporting date based on the month of maturity; however, FCX's contracts themselves
are not traded on an exchange. As a result, these derivatives are classified within Level 2 of the fair value hierarchy.

FCX’s derivative financial instruments for copper futures and swap contracts and copper forward contracts that are traded on the respective exchanges are classified
within Level 1 of the fair value hierarchy because they are valued using quoted monthly COMEX or LME forward prices at each reporting date based on the month of
maturity (refer to Note 15 for further discussion). Certain of these contracts are traded on the over-the-counter market and are classified within Level 2 of the fair
value hierarchy.

Long-term debt, including current portion, is not actively traded and is valued using prices obtained from a readily available pricing source and, as such, is classified
within Level 2 of the fair value hierarchy.

The techniques described above may produce a fair value calculation that may not be indicative of net realizable value or reflective of future fair values. Furthermore,
while FCX believes its valuation techniques are appropriate and consistent with other market participants, the use of different techniques or assumptions to
determine fair value of certain financial instruments could result in a different fair value measured at the reporting date. There have been no changes in the
techniques used at December 31, 2012 .

NOTE 17. BUSINESS SEGMENTS

FCX has organized its operations into five primary divisions — North America copper mines, South America mining, Indonesia mining, Africa mining and Molybdenum
operations. Notwithstanding this structure, FCX internally reports information on a mine-by-mine basis. Therefore, FCX concluded that its operating segments
include individual mines or operations. Operating segments that meet certain thresholds are reportable segments. Further discussion of the reportable segments
included in FCX’s primary operating divisions, as well as FCX'’s other reported segments — Rod & Refining and Atlantic Copper Smelting & Refining — follows. Refer
to Note 2 for information on FCX’s ownership interests.

Intersegment Sales. Intersegment sales between FCX'’s operations are based on similar arms-length transactions with third parties at the time of the sale.

Intersegment sales may not be reflective of the actual prices ultimately realized because of a variety of factors, including additional processing, timing of sales to
unaffiliated customers and transportation premiums.

171




Table of Contents

FCX defers recognizing profits on sales from its mining operations to Atlantic Copper and on 25 percent of Indonesia mining sales to PT Smelting until final sales to
third parties occur. Quarterly variations in ore grades, the timing of intercompany shipments and changes in product prices result in variability in FCX's net deferred
profits and quarterly earnings.

Allocations. FCX allocates certain operating costs, expenses and capital expenditures to the operating divisions and individual segments. However, not all costs and
expenses applicable to a mine or operation are allocated. U.S. federal and state income taxes are recorded and managed at the corporate level, whereas foreign
income taxes are recorded and managed at the applicable country. In addition, most exploration and research activities are managed at the corporate level, and
those costs along with some selling, general and administrative costs are not allocated to the operating divisions or segments. Accordingly, the following segment
information reflects management determinations that may not be indicative of what the actual financial performance of each operating division or segment would be if
it was an independent entity.

North America Copper Mines. FCX has seven operating copper mines in North America — Morenci, Bagdad, Safford, Sierrita and Miami in Arizona, and Tyrone
and Chino in New Mexico. The North America copper mines include open-pit mining, sulfide ore concentrating, leaching and SX/EW operations. A majority of the
copper produced at the North America copper mines is cast into copper rod by FCX’s Rod & Refining operations. The North America copper mines include the
Morenci copper mine as a reportable segment.

Morenci. The Morenci open-pit mine, located in southeastern Arizona, produces copper cathodes and copper concentrates. In addition to copper, the Morenci mine
also produces molybdenum concentrates. The Morenci mine produced 39 percent of FCX's North America copper during 2012 .

Other Mines. Other mines include FCX's other operating southwestern U.S. copper mines — Bagdad, Safford, Sierrita, Miami, Tyrone and Chino. In addition to
copper, certain of these mines (Sierrita, Bagdad and Chino) also produce molybdenum concentrates.

South America.  South America mining includes four operating copper mines — Cerro Verde in Peru, and El Abra, Candelaria and Ojos del Salado in Chile. These
operations include open-pit and underground mining, sulfide ore concentrating, leaching and SX/EW operations. South America mining includes the Cerro Verde
copper mine as a reportable segment.

Cerro Verde. The Cerro Verde open-pit copper mine, located near Arequipa, Peru, produces copper cathodes and copper concentrates. In addition to copper, the
Cerro Verde mine also produces molybdenum concentrates. The Cerro Verde mine produced 47 percent of FCX’'s South America copper during 2012 .

Other Mines. Other mines include FCX’s Chilean copper mines — El Abra, Candelaria and Ojos del Salado. In addition to copper, the Candelaria and Ojos del Salado
mines also produce gold and silver.

Indonesia. Indonesia mining includes PT Freeport Indonesia’s Grasberg minerals district. PT Freeport Indonesia produces copper concentrates, which contain
significant quantities of gold and silver.

Africa. Africa mining includes the Tenke minerals district. The Tenke operation includes surface mining, leaching and SX/EW operations and produces copper
cathodes. In addition to copper, the Tenke operation produces cobalt hydroxide.

Molybdenum. The Molybdenum segment is an integrated producer of molybdenum, with mining, sulfide ore concentrating, roasting and processing facilities that
produce high-purity, molybdenum-based chemicals, molybdenum metal powder and metallurgical products, which are sold to customers around the world, and
includes the wholly owned Henderson underground mine and Climax open-pit mine in Colorado and related conversion facilities. The Henderson and Climax mines
produce high-purity, chemical-grade molybdenum concentrates, which are typically further processed into value-added molybdenum chemical products. This
segment also includes a sales company that purchases and sells molybdenum from FCX's primary molybdenum mines and from FCX'’s North and South America
copper mines that also produce molybdenum concentrates; and related conversion facilities that, at times, roast and/or processes material on a toll basis for third
parties.
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Rod & Refining. The Rod & Refining segment consists of copper conversion facilities located in North America, and includes a refinery, three rod mills and a
specialty copper products facility. These operations process copper produced at FCX’s North America copper mines and purchased copper into copper cathode, rod
and custom copper shapes. At times these operations refine copper and produce copper rod and shapes for customers on a toll basis. Toll arrangements require the
tolling customer to deliver appropriate copper-bearing material to FCX's facilities for processing into a product that is returned to the customer, who pays FCX for
processing its material into the specified products.

Atlantic Copper Smelting & Refining. Atlantic Copper, FCX’s wholly owned smelting unit in Spain, smelts and refines copper concentrates and markets refined
copper and precious metals in slimes. During 2012 , Atlantic Copper purchased approximately 31 percent of its concentrate requirements from the South America
mining operations, approximately 16 percent from the North America copper mines and approximately 10 percent from PT Freeport Indonesia at market prices.

Product Revenue
FCX revenues attributable to the products it produced for the years ended December 31 follow:

2012 2011 2010
Refined copper products $ 9,699 $ 10,297 $ 9,203
Copper in concentrates ? 4,589 5,938 5,674
Gold 1,741 2,429 2,370
Molybdenum 1,187 1,348 1,143
Other 794 868 592
Total $ 18,010 $ 20,880 $ 18,982

a. Amounts are net of treatment and refining charges totaling $311 million for 2012 , $362 million for 2011 and $413 million for 2010 .

Geographic Area
Information concerning financial data by geographic area follows:

Years Ended December 31,

2012 2011 2010
Revenues: *

United States $ 6,285 $ 7,176 $ 5,295
Japan 2,181 2,501 3,428
Indonesia 2,054 2,266 2,266
Spain 1,581 1,643 1,483
Switzerland 731 1,219 1,063
Chile 704 741 759
China 579 942 795
Korea 525 561 745
Other 3,370 3,831 3,148

Total $ 18,010 $ 20,880 $ 18,982

a. Revenues are attributed to countries based on the location of the customer.

December 31,

2012 2011 2010
Long-lived assets: *

United States $ 8,689 $ 7899 $ 7,101
Indonesia 5,127 4,469 3,475
Democratic Republic of Congo 3,926 3,497 3,220
Peru 3,933 3,265 3,203
Chile 2,587 2,242 1,892
Spain 231 257 266
Other 96 68 48

Total $ 24,589 $ 21,697 $ 19,205

a. Long-lived assets exclude deferred tax assets and intangible assets.
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Major Customers. Sales to PT Smelting totaled $2.1 billion ( 11 percent of FCX's consolidated revenues) in 2012 and $2.3 billion in 2011 and 2010 ( 11 percent and
12 percent , respectively, of FCX's consolidated revenues). Refer to Note 2 for further discussion of FCX's investment in PT Smelting.

Labor Matters . As of December 31, 2012 , approximately 50 percent of FCX's labor force was covered by collective bargaining agreements, and approximately 35
percent of FCX's labor force is covered by agreements that will expire within one year.

Business Segments
Business segments data for the years ended December 31 are presented in the following tables.
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Business Segments

North America Copper Mines South America Indonesia Africa
Atlantic Corporate,
Copper Other &
Other Cerro Other Molyb- Rod & Smelting Elimi- FCX
Morenci Mines Total Verde Mines Total Grasberg Tenke denum Refining & Refining nations Total

Year Ended December 31, 2012
Revenues:

Unaffiliated customers $ 156 $ 50 $ 206 $ 1,767 $ 2,143 $ 3,910 $ 3,611 ’ $ 1,349 $ 1,255 $ 4,989 $ 2,683 $ 7 $18,010

Intersegment 1,846 3,438 5,284 388 430 818 310 10 — 27 26 (6,475) —
Production and delivery 1,076 1,936 3,012 813 1,301 2,114 2,349 615 1,033 4,993 2,640 (6,374) 10,382
Depreciation, depletion and
amortization 122 240 362 139 148 287 212 176 65 9 42 26 1,179
Selling, general and administrative
expenses 2 2 4 3 3 6 121 6 13 — 19 262 431
Exploration and research expenses 1 — — — — — — 3 — — 281 285
Environmental obligations and
shutdown costs (11) 38 27 — — — — — — — — (49) (22)
Gain on insurance settlement —_ —_ —_ — —_ —_ (59) — —_ —_ — — (59)
Operating income (loss) 812 1,272 2,084 1,200 1,121 2,321 1,298 562 141 14 8 (614) 5,814
Interest expense, net 1 5 6 7 — 7 5 1 — — 12 155 186
Provision for income taxes — — — 228 ' 329 557 497 112 — — — 344 1,510
Total assets at December 31, 2012 2,445 5,834 8,279 5,821 4,342 10,163 6,591 4,622 2,634 242 992 1,917 35,440
Capital expenditures 266 561 827 558 373 931 843 539 258 6 16 74 3,494
Year Ended December 31, 2011
Revenues:

Unaffiliated customers $ 418 $ 180 $ 598 $ 2,115 $ 2,457 $ 4,572 $ 4,504 $ 1,282 $ 1,424 $ 5,523 $ 2,969 $ 8 $20,880

Intersegment 1,697 3,338 5,035 417 269 686 542 7 — 26 15 (6,311) —
Production and delivery 984 1,645 2,629 827 1,078 1,905 1,791 591 1,036 5,527 2,991 (6,572) 9,898
Depreciation, depletion and
amortization 116 163 279 135 123 258 215 140 60 8 40 22 1,022
Selling, general and administrative
expenses 2 2 4 4 3 7 124 8 15 — 22 235 415
Exploration and research expenses 7 — 7 — — — — — 3 — — 261 271
Environmental obligations and
shutdown costs 4 (15) (11) — — — — — — 1 — 144 134
Operating income (loss) 1,002 1,723 2,725 1,566 1,522 3,088 2,916 550 310 13 (69) (393) 9,140
Interest expense, net 2 6 8 1 — 1 8 6 — — 15 274 312
Provision for income taxes — — — 553 522 1,075 1,256 120 — — — 636 3,087
Total assets at December 31, 2011 2,006 5,086 7,092 5,110 3,604 8,714 5,349 3,890 2,434 259 1,109 3,223 32,070
Capital expenditures 95 400 495 198 405 603 648 193 461 10 32 92 2,534

a. Included PT Freeport Indonesia's sales to PT Smelting totaling $2.1 billion in 2012 and $2.3 billion in 2011.

b.  Included a credit of $234 million for the reversal of a net deferred tax liability. Refer to Note 12 for further discussion.
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Year Ended December 31, 2010
Revenues:

Unaffiliated customers
Intersegment

Production and delivery

Depreciation, depletion and
amortization

Selling, general and administrative
expenses

Exploration and research expenses

Environmental obligations and
shutdown costs

Operating income (loss)

Interest expense, net

Provision for income taxes

Total assets at December 31, 2010

Capital expenditures

a. Included PT Freeport Indonesia's sales to PT Smelting totaling $2.3 billion .
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North America Copper Mines South America Indonesia Africa
Atlantic Corporate,
Copper Other &
Other Cerro Other Molyb- Rod & Smelting Elimi- FCX
Morenci Mines Total Verde Mines Total Grasberg Tenke denum Refining & Refining nations Total
$ 59 $ 52 $ 111 $ 1,957 $ 2,449 $ 4,406 $ 5,230 $ 1,106 $ 1,205 $4444 $ 2473 $ 7 $18,982
1,465 2,597 4,062 453 132 585 1,147 — — 26 18 (5,838) —
691 1,361 2,052 705 973 1,678 1,946 488 784 4,442 2,470 (5,525) 8,335
134 139 273 148 102 250 257 128 51 8 38 31 1,036
— — — — — — 117 — 11 — 20 233 381
— — — — — — — — 2 — — 141 143
— — — — — — — — — 1 — 18 19
699 1,149 1,848 1,557 1,506 3,063 4,057 490 357 19 (37) (729) 9,068
4 10 14 — — — — 5| — — 10 433 462
— — — 516 483 999 1,709 118 — — — 157 2,983
1,940 4,477 6,417 4,272 3,263 7,535 6,048 3,640 1,897 311 1,317 2,221 29,386
47 186 233 106 364 470 436 100 89 7 28 49 1,412
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NOTE 18: SUPPLEMENTARY MINERAL RESERVE INFORMATION (UNAUDITED)

Recoverable proven and probable reserves have been calculated as of December 31, 2012 , in accordance with Industry Guide 7 as required by the Securities
Exchange Act of 1934. FCX’s proven and probable reserves may not be comparable to similar information regarding mineral reserves disclosed in accordance with
the guidance in other countries. Proven and probable reserves were determined by the use of mapping, drilling, sampling, assaying and evaluation methods
generally applied in the mining industry, as more fully discussed below. The term “reserve,” as used in the reserve data presented here, means that part of a mineral
deposit that can be economically and legally extracted or produced at the time of the reserve determination. The term “proven reserves” means reserves for which (i)
quantity is computed from dimensions revealed in outcrops, trenches, workings or drill holes; (ii) grade and/or quality are computed from the results of detailed
sampling; and (iii) the sites for inspection, sampling and measurements are spaced so closely and the geologic character is sufficiently defined that size, shape,
depth and mineral content of reserves are well established. The term “probable reserves” means reserves for which quantity and grade are computed from
information similar to that used for proven reserves but the sites for sampling are farther apart or are otherwise less adequately spaced. The degree of assurance,
although lower than that for proven reserves, is high enough to assume continuity between points of observation.

FCX’s reserve estimates are based on the latest available geological and geotechnical studies. FCX conducts ongoing studies of its ore bodies to optimize economic
values and to manage risk. FCX revises its mine plans and estimates of proven and probable mineral reserves as required in accordance with the latest available
studies.

Estimated recoverable proven and probable reserves at December 31, 2012 , were determined using long-term average prices of $2.00 per pound for copper, $750
per ounce for gold and $10 per pound for molybdenum, consistent with the long-term average prices used at year-end 2011 and 2010 . For the three-year period
ended December 31, 2012 , LME spot copper prices averaged $3.67 per pound, London PM gold prices averaged $1,480 per ounce and the weekly average price
for molybdenum quoted by Metals Week averaged $14.64 per pound.

The recoverable proven and probable reserves presented in the table below represent the estimated metal quantities from which FCX expects to be paid after

application of estimated metallurgical recovery rates and smelter recovery rates, where applicable. Recoverable reserves are that part of a mineral deposit that FCX
estimates can be economically and legally extracted or produced at the time of the reserve determination.

Recoverable Proven and Probable Reserves

December 31, 2012

Copper * Gold Molybdenum
(billion pounds) (million ounces) (billion pounds)
North America 38.8 0.4 2.69
South America 38.8 1.2 0.73
Indonesia 31.0 30.9 —
Africa 7.9 — —
Consolidated basis ° 116.5 32.5 3.42
Net equity interest © 93.2 294 3.08

Consolidated recoverable copper reserves included 2.9 billion pounds in leach stockpiles and 1.4 billion pounds in mill stockpiles.

b. Consolidated basis reserves represented estimated metal quantities after reduction for joint venture partner interests at the Morenci mine in North America and the Grasberg
minerals district in Indonesia. Excluded from the table above were FCX'’s estimated recoverable proven and probable reserves of 0.84 billion pounds of cobalt at Tenke and 321.4
million ounces of silver in Indonesia, South America and North America, which were determined using long-term average prices of $10 per pound for cobalt and $15 per ounce for
silver.

c. Net equity interest reserves represented estimated consolidated basis metal quantities further reduced for noncontrolling interest ownership. Excluded from the table above were
FCX’s estimated recoverable proven and probable reserves of 0.47 billion pounds of cobalt at Tenke and 264.2 million ounces of silver in Indonesia, South America and North
America.
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100% Basis

Average Ore Grade
Per Metric Ton

Recoverable Proven and
Probable Reserves *

Ore Copper Gold Molybdenum
(million Copper Gold Molybdenum (billion (million (billion
Year-End metric tons) (%) (grams) (%) pounds) ounces) pounds)
2008 14,067 0.48 0.17 0.01 118.8 53.4 2.49
2009 13,807 0.49 0.17 0.01 120.9 49.8 2.60
2010 18,516 0.42 0.12 0.01 137.9 47.9 341
2011 17,739 0.43 0.12 0.01 136.7 46.1 3.43
2012 17,394 0.43 0.12 0.01 133.5 44.4 3.44
By Area at December 31, 2012:
North America
Developed and producing:

Morenci 4,018 0.27 — — 15.4 — 0.15

Bagdad 1,731 0.27 — ’ 0.01 8.3 0.1 0.40

Safford 186 0.42 — — 14 — —

Sierrita 2,723 0.23 — ’ 0.03 12.0 0.1 1.15

Miami 41 0.51 — — 0.4 — —

Tyrone 138 0.28 — — 0.6 — —

Chino 391 0.42 0.02 — 2.7 0.2 0.01

Henderson 113 — — 0.17 — — 0.36

Climax 198 — — 0.16 — — 0.64

Undeveloped:

Cobre 73 0.39 — — 0.3 — —

South America
Developed and producing:

Cerro Verde 4,194 0.37 — 0.01 30.4 — 0.73

El Abra 725 0.44 — — 4.1 — —

Candelaria 315 0.57 0.13 — 4.2 12 —

Ojos del Salado 5 0.98 0.24 — 0.1 — ’ —
Indonesia

Developed and producing:

Grasberg open pit 258 0.90 0.98 — 43 6.5 —

Deep Ore Zone 176 0.57 0.71 — 1.9 3.1 —

Big Gossan 54 2.26 0.97 — 2.5 11 —

Undeveloped:

Grasberg block cave 999 1.01 0.78 — 18.8 16.2 —

Kucing Liar 420 1.25 1.07 — 9.9 6.7 —

Deep Mill Level Zone 517 0.84 0.70 — 8.3 9.2 —
Africa

Developed and producing:

Tenke 119 3.26 — — 7.9 — —
Total 100% basis 17,394 0.43 0.12 0.01 133.5 44.4 3.44
Consolidated basis ° 116.5 325 3.42

93.2 29.4 3.08

FCX'’s equity share ¢

a.
b.
c.

Included estimated recoverable metals contained in stockpiles.
Amounts not shown because of rounding.

Consolidated basis reserves represented estimated metal quantities after reduction for joint venture partner interests at the Morenci mine in North America and the Grasberg

minerals district in Indonesia.

Net equity interest reserves represented estimated consolidated basis metal quantities further reduced for noncontrolling interest ownership.
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NOTE 19. QUARTERLY FINANCIAL INFORMATION (UNAUDITE D)

First Second Third Fourth
Quarter Quarter Quarter Quarter Year

2012
Revenues $ 4,605 $ 4,475 $ 4,417 $ 4,513 $ 18,010
Operating income 1,734 1,311 1,411 1,358 @° 5814 @°
Net income 1,001 894 1,140 °© 945 3,980 °
Net income attributable to noncontrolling

interests 237 184 316 ° 202 939 °©
Net income attributable to FCX common

stockholders 764 ¢ 710 824 °© 743 *° 3,041 ¢
Basic net income per share attributable

to FCX common stockholders 0.81 0.75 0.87 0.78 3.20
Diluted net income per share attributable

to FCX common stockholders 0.80 ° 0.74 086 ° 0.78 ** 3.19 e
2011
Revenues $ 5,709 $ 5,814 $ 5,195 $ 4,162 $ 20,880
Operating income 2,936 2,757 2,150 1,297 ° 9,140 °
Net income 1,861 1,726 1,294 866 5,747
Net income attributable to noncontrolling

interests 362 358 241 226 1,187
Net income attributable to FCX common

stockholders 1,499 f 1,368 1,053 ¢ 640 °© 4,560 ©'9
Basic net income per share attributable

to FCX common stockholders 1.58 144 1.11 0.67 4.81
Diluted net income per share attributable

to FCX common stockholders 157 ' 1.43 f 110 ¢ 0.67 ° 4,78 ©f9

a. Included a gain of $59 million ( $31 million to net income attributable to FCX common stockholders or $0.03 per share) in the fourth quarter and for the year for the settlement of
the insurance claim for business interruption and property damage relating to the 2011 incidents affecting PT Freeport Indonesia's concentrate pipelines. Refer to Note 13 for
further discussion.

b. Included a charge of $16 million ( $8 million to net income attributable to FCX common stockholders or $0.01 per share) in the fourth quarter and for the year associated with labor
agreements at Candelaria. Also included charges of $9 million ( $7 million to net income attributable to FCX common stockholders or $0.01 per share) for costs associated with
the PXP and MMR transactions.

c. Included a net tax benefit of $208 million ( $108 million attributable to noncontrolling interests and $100 million to net income attributable to FCX common stockholders or $0.11
per share) in the third quarter and $205 million ( $107 million attributable to noncontrolling interests and $98 million to net income attributable to FCX common stockholders or
$0.11 per share) for the year associated with adjustments to Cerro Verde's deferred income taxes. Refer to Note 12 for further discussion.

d. Included losses on early extinguishment of debt totaling $149 million ( $0.16 per share) in the first quarter and for the year. Refer to Note 9 for further discussion.

e. Included charges totaling $116 million ( $50 million to net income attributable to common stock or $0.05 per share) in the fourth quarter and for the year primarily associated with
bonuses for new labor agreements and other employee costs at PT Freeport Indonesia, Cerro Verde and El Abra.

f.  Included losses on early extinguishment of debt totaling $6 million ( $0.01 per share) in the first quarter, $54 million ( $0.06 per share) in the second quarter and $60 million ( $0.06
per share) for the year. Refer to Note 9 for further discussion.

g. Included additional taxes of $50 million ( $0.05 per share) in the third quarter and $49 million ( $0.05 per share) for the year associated with Cerro Verde's election to pay a special
mining burden during the remaining term of its current stability agreement. Refer to Note 12 for further discussion.
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NOTE 20. SUBSEQUENT EVENTS

On January 21, 2013, FCX, through a newly formed joint venture, entered into a definitive agreement with OM Group, Inc. to acquire a large-scale cobalt refinery
located in Kokkola, Finland, and the related sales and marketing business. The acquisition would provide direct end-market access for the cobalt hydroxide
production at Tenke. FCX will be the operator of the joint venture with an effective 56 percent ownership interest, with the remaining effective ownership interests
held by its partners in TFM, including 24 percent by Lundin Mining Corporation and 20 percent by La Générale des Carriéres et des Mines (Gécamines). Under the
terms of the agreement, initial consideration of $325 million (subject to working capital adjustments) will be paid at closing, with the potential for additional
consideration of up to $110 million over a period of three years, contingent upon the achievement of revenue-based performance targets. The acquisition is subject
to customary closing conditions, including required regulatory approvals, and is expected to close in second-quarter 2013.

On February 14, 2013 , FCX entered into an agreement for a bank term loan (the Term Loan) in connection with the proposed acquisitions of PXP and MMR. No
amounts are currently available to FCX under the Term Loan. The Term Loan will be drawn at the closing of the acquisitions and will provide for an aggregate
principal amount of up to $4.0 billion that may be used to fund the cash portion of the merger consideration for both transactions, to refinance certain of PXP's and
MMR's outstanding debt, or for general corporate purposes.

The Term Loan will mature in annual amounts equal to 10 percent in the second year, 15 percent in the third year and 20 percent in the fourth year of the aggregate
principal amount, and the remainder will mature five years from the date of the first borrowing . The Term Loan will bear interest determined by reference to FCX's
credit ratings (currently LIBOR plus 1.50 percent ). In connection with the completion of the Term Loan, FCX's interim financing commitments associated with the
proposed acquisitions of PXP and MMR were reduced from $9.5 billion to $5.5 billion . FCX is pursuing permanent financing for an additional $5.5 billion to replace
the remaining interim financing commitments.

Also on February 14, 2013, FCX and PT Freeport Indonesia entered into a new senior unsecured revolving credit facility, which will refinance and replace FCX's
existing revolving credit facility upon completion of the proposed acquisition of PXP. No amounts are currently available to FCX under the new revolving credit
facility. At the closing of the acquisition of PXP, the new revolving credit facility will be available for five years in an aggregate principal amount of $3.0 billion , with
$500 million available to PT Freeport Indonesia.

The Term Loan and new revolving credit facility both contain customary affirmative covenants and representations, and also contain a number of negative covenants
that, among other things, restrict, subject to certain exceptions, the ability of FCX's subsidiaries that are not borrowers or guarantors to incur additional indebtedness
(including guarantee obligations) and FCX's ability or the ability of FCX's subsidiaries to: create liens on assets; enter into sale and leaseback transactions; engage
in mergers, liquidations and dissolutions; and sell assets. The Term Loan and new revolving credit facility also contain financial ratios governing maximum total
leverage and minimum interest coverage.

FCX evaluated events after December 31, 2012 , and through the date the financial statements were issued, and determined any events or transactions occurring
during this period that would require recognition or disclosure are appropriately addressed in these financial statements.

Iltem 9. Changes in and Disagreements with Accounta  nts on Accounting and Financial Disclosure.

Not applicable.

Item 9A. Controls and Procedures.

(@) Evaluation of disclosure controls and procedures . Our chief executive officer and chief financial officer, with the participation of management, have
evaluated the effectiveness of our “disclosure controls and procedures” (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934) as
of the end of the period covered by this annual report on Form 10-K. Based on their evaluation, they have concluded that our disclosure controls and procedures are

effective as of the end of the period covered by this report.
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(b) Changes in internal controls . During second-quarter 2011, we began a phased implementation of a new enterprise resource planning (ERP) information
technology system to upgrade our information technology infrastructure and enhance operating efficiency and effectiveness. Implementation has been completed at
our North America, South America, Africa and Indonesia mining operations, and we expect implementation of the ERP system to be completed at all of our
operations over an approximate two-year period. During each phase of the implementation, an appropriate level of training of employees, testing of the system and
monitoring of the financial results recorded in the system is conducted. Management has updated our system of internal control over financial reporting for the
impacted operating business units.

With the exception of the ERP implementation described above, there has been no change in our internal control over financial reporting that occurred in the
quarterly period covered by this report that materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

(c) Management’s annual report on internal control over financial reporting and the report thereon of Ernst & Young LLP are included herein under Item 8.
“Financial Statements and Supplemental Data.”

Item 9B. Other Information.
Not applicable.

PART Il
Item 10. Directors, Executive Officers and Corpora  te Governance.
The information set forth under the captions “Information About Director Nominees” and “Section 16(a) Beneficial Ownership Reporting Compliance” of our definitive
proxy statement to be filed with the Securities and Exchange Commission (SEC), relating to our 2013 annual meeting of stockholders, is incorporated herein by
reference. The information required by Item 10 regarding our executive officers appears in a separately captioned heading after Iltem 4 in Part | of this report.

Iltem 11. Executive Compensation.

The information set forth under the captions “Director Compensation” and “Executive Officer Compensation” of our definitive proxy statement to be filed with the
SEC, relating to our 2013 annual meeting of stockholders, is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matte  rs.

The information set forth under the captions “Stock Ownership of Directors and Executive Officers” and “Stock Ownership of Certain Beneficial Owners” of our
definitive proxy statement to be filed with the SEC, relating to our 2013 annual meeting of stockholders, is incorporated herein by reference.

Equity Compensation Plan Information
We have equity compensation plans pursuant to which our common stock may be issued to employees and non-employees as compensation pursuant to

outstanding equity awards. Only the following two plans, both of which were previously approved by our stockholders, have shares available for future grant: the
2003 Stock Incentive Plan and the 2006 Stock Incentive Plan, which was amended and restated in 2007 and 2010.
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The following table presents information regarding these equity compensation plans as of December 31, 2012 :

Number of Securities

Number of Securities Remaining Available for
To be Issued Upon Weighted-Average Future Issuance Under
Exercise of Exercise Price of Equity Compensation Plans
Outstanding Options, Outstanding Options, (Excluding Securities
Warrants and Rights Warrants and Rights Reflected in Column (a))
@ (b) (©)
Equity compensation plans
a b
approved by security holders 32,322,921 $ 37.43 32,112,614
Equity compensation plans not
approved by security holders —_ — —_
Total 32,322,921 : 37.43 32,112,614 ’

a. Includes shares issuable upon the vesting of 788,198 restricted stock units, and the termination of deferrals with respect to 101,500 restricted stock units that were vested as of
December 31, 2012 . These awards are not reflected in column (b) as they do not have an exercise price. The number of securities to be issued in column (a) does not include
39,336 outstanding stock appreciation rights, which are payable solely in cash.

b. As of December 31, 2012, there were 32,110,168 shares remaining available for future issuance under the 2006 Stock Incentive Plan, all of which could be issued pursuant to
awards of stock options or stock appreciation rights, and only 12,274,606 of which could be issued pursuant to awards of restricted stock, restricted stock units or “Other Stock-
Based Awards,” which awards are valued in whole or in part on the value of the shares of common stock. In addition, there were 2,446 shares remaining available for future
issuance under the 2003 Stock Incentive Plan, all of which could be issued pursuant to awards of stock options, stock appreciation rights, restricted stock or “Other Stock-Based
Awards.”

Iltem 13. Certain Relationships and Related Transac tions, and Director Independence.

The information set forth under the caption “Certain Transactions” of our definitive proxy statement to be filed with the SEC, relating to our 2013 annual meeting of
stockholders, is incorporated herein by reference.

Iltem 14. Principal Accounting Fees and Services.

The information set forth under the caption “Independent Registered Public Accounting Firm” of our definitive proxy statement to be filed with the SEC, relating to our
2013 annual meeting of stockholders, is incorporated herein by reference.

PART IV
Iltem 15. Exhibits, Financial Statement Schedules.

(a)(1). Financial Statements.

The consolidated statements of income, comprehensive income, cash flows and equity, and the consolidated balance sheets are included as part of Item 8.
“Financial Statements and Supplementary Data.”

(@)(2). Financial Statement Schedules.
Reference is made to the Index to Financial Statements appearing on page F-1 hereof.
(@)(3). Exhibits.

Reference is made to the Exhibit Index beginning on page E-1 hereof.
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SIGNATURES

Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized, on February 22, 2013 .

Freeport-McMoRan Copper & Gold Inc.

By: /s/ Richard C. Adkerson
Richard C. Adkerson
President, Chief Executive Officer
and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on behalf of the registrant in the
capacities indicated on February 22, 2013 .

* Chairman of the Board
James R. Moffett

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

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

* Vice President and Controller - Financial Reporting

C. Donald Whitmire, Jr. (Principal Accounting Officer)

*

Robert J. Allison, Jr.

Director

* Director
Robert A. Day
* Director

Gerald J. Ford

* Director

H. Devon Graham, Jr.
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*

Charles C. Krulak

*

Bobby Lee Lackey

*

Jon C. Madonna

*

Dustan E. McCoy

*

Stephen H. Siegele

* By: /s/ Richard C. Adkerson

Richard C. Adkerson
Attorney-in-Fact

Director

Director

Director

Director

Director
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FREEPORT-McMoRan COPPER & GOLD INC.
INDEX TO FINANCIAL STATEMENTS

Our financial statements and the notes thereto, and the report of Ernst & Young LLP included in our 2012 annual report are incorporated herein by reference.

Page
Report of Independent Registered Public Accounting Firm F-1
Schedule Il-Valuation and Qualifying Accounts F-2

Schedules other than the one listed above have been omitted since they are either not required, not applicable or the required information is included in the financial
statements or notes thereto.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the consolidated financial statements of Freeport-McMoRan Copper & Gold Inc. as of December 31, 2012 and 2011 and for each of the three years
in the period ended December 31, 2012 , and have issued our report thereon dated February 22, 2013 . Our audits also included the financial statement schedule
listed in the index above for this Form 10-K. The schedule listed in the index above is the responsibility of the company’s management. Our responsibility is to
express an opinion based on our audits.

In our opinion, the financial statement schedule referred to above, when considered in relation to the basic consolidated financial statements taken as a whole,
presents fairly in all material respects the information set forth therein.

/sl Ernst & Young LLP

Phoenix, Arizona
February 22, 2013
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Reserves and allowances deducted
from asset accounts:
Materials and supplies inventory allowances
Year Ended December 31, 2012
Year Ended December 31, 2011
Year Ended December 31, 2010
Valuation allowance for deferred tax assets
Year Ended December 31, 2012
Year Ended December 31, 2011
Year Ended December 31, 2010

Reserves for non-income taxes:
Year Ended December 31, 2012
Year Ended December 31, 2011
Year Ended December 31, 2010

FREEPORT-McMoRan COPPER & GOLD INC.
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

(In millions)
Additions
Balance at Charged to Charged to Other Balance at

Beginning of Costs and Other Additions End of

Year Expense Accounts (Deductions) Year
$ 26 % 7 — 6) * 27
26 — 4) ® 26
21 11 — 6) * 26
$ 2393 % 49 1 — 2,443
2,226 146 21 — 2,393
2,157 65 14 — 2,226
$ 73 % 21 2) (12) ®° 80
73 12 ) (10) °® 73
47 29 — @3)° 73

a. Primarily represents write-offs of obsolete materials and supplies inventories.

b. Represents amounts paid or adjustments to reserves based on revised estimates.
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FREEPORT-McMoRan COPPER & GOLD INC.
EXHIBIT INDEX

Filed
Exhibit with this Incorporated by Reference
Number Exhibit Title Form 10-K Form File No. Date Filed

2.1 Agreement and Plan of Merger dated as of November 18, 2006, by and among 8-K 333-139252 11/20/2006
Freeport-McMoRan Copper & Gold Inc. (FCX), Phelps Dodge Corporation and
Panther Acquisition Corporation.

2.2 Agreement and Plan of Merger by and among Plains Exploration & Production 8-K 001-11307-01 12/6/2012
Company, Freeport-McMoRan Copper & Gold Inc. and IMONC LLC, dated as of
December 5, 2012.

2.3 Agreement and Plan of Merger by and among McMoRan Exploration Co., 8-K 001-11307-01 12/6/2012
Freeport-McMoRan Copper & Gold Inc. and INAVN Corp., dated as of December
5, 2012.

3.1 Composite Certificate of Incorporation of FCX. 10-Q 001-11307-01 8/6/2010

3.2 Amended and Restated By-Laws of FCX, as amended through January 10, 2013. 8-K 001-11307-01 1/17/2013

4.1 Indenture dated as of March 19, 2007, from FCX to The Bank of New York, as 8-K 001-11307-01 3/19/2007
Trustee, with respect to the 8.375% Senior Notes due 2017, and the Senior
Floating Rate Notes due 2015.

4.2 Indenture dated as of February 13, 2012 between Freeport-McMoRan Copper & 8-K 001-11307-01 2/13/2012
Gold Inc. and U.S. Bank National Association, as trustee.

43 First Supplemental Indenture dated as of February 13, 2012 between Freeport- 8-K 001-11307-01 2/13/2012
McMoRan Copper & Gold Inc. and U.S. Bank National Association, as trustee.

4.4 Second Supplemental Indenture dated as of February 13, 2012 between 8-K 001-11307-01 2/13/2012
Freeport-McMoRan Copper & Gold Inc. and U.S. Bank National Association, as
trustee.

4.5 Third Supplemental Indenture dated as of February 13, 2012 between Freeport- 8-K 001-11307-01 2/13/2012
McMoRan Copper & Gold Inc. and U.S. Bank National Association, as trustee.

10.1 Credit Agreement dated as of March 4, 2011, among FCX, the Lenders party 10-Q 001-11307-01 5/6/2011
thereto, the Issuing Banks party thereto, JP Morgan Chase Bank, N.A. as
Administrative Agent and Bank of America, N.A., as Syndication Agent.

10.2 Contract of Work dated December 30, 1991, between the Government of the S-3 333-72760 11/5/2001
Republic of Indonesia and PT Freeport Indonesia.

10.3 Contract of Work dated August 15, 1994, between the Government of the S-3 333-72760 11/5/2001
Republic of Indonesia and PT Irja Eastern Minerals Corporation.

10.4 Participation Agreement dated as of October 11, 1996, between PT Freeport S-3 333-72760 11/5/2001
Indonesia and P.T. RTZ-CRA Indonesia (a subsidiary of Rio Tinto PLC) with
respect to a certain contract of work.

10.5 Agreement dated as of October 11, 1996, to Amend and Restate Trust 8-K 001-09916 11/13/1996
Agreement among PT Freeport Indonesia, FCX, the RTZ Corporation PLC (now
Rio Tinto PLC), P.T. RTZ-CRA Indonesia, RTZ Indonesian Finance Limited and
First Trust of New York, National Association, and The Chase Manhattan Bank,
as Administrative Agent, JAA Security Agent and Security Agent.

10.6 Concentrate Purchase and Sales Agreement dated effective December 11, 1996, S-3 333-72760 11/5/2001

between PT Freeport Indonesia and PT Smelting.
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Exhibit
Number

FREEPORT-McMoRan COPPER & GOLD INC.

EXHIBIT INDEX

Exhibit Title

Filed
with this
Form 10-K

Incorporated by Reference

Form

File No.

Date Filed

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

Second Amended and Restated Joint Venture and Shareholders’ Agreement
dated as of December 11, 1996, among Mitsubishi Materials Corporation, Nippon
Mining and Metals Company, Limited and PT Freeport Indonesia.

Participation Agreement, dated as of March 16, 2005, among Phelps Dodge
Corporation, Cyprus Amax Minerals Company, a Delaware corporation, Cyprus
Metals Company, a Delaware corporation, Cyprus Climax Metals Company, a
Delaware corporation, Sumitomo Corporation, a Japanese corporation, Summit
Global Management, B.V., a Dutch corporation, Sumitomo Metal Mining Co., Ltd.,
a Japanese corporation, Compaiiia de Minas Buenaventura S.A.A., a Peruvian
sociedad anonima abierta, and Sociedad Minera Cerro Verde S.A.A., a Peruvian
sociedad anonima abierta.

Shareholders Agreement, dated as of June 1, 2005, among Phelps Dodge
Corporation, Cyprus Climax Metals Company, a Delaware corporation, Sumitomo
Corporation, a Japanese corporation, Sumitomo Metal Mining Co., Ltd., a
Japanese corporation, Summit Global Management B.V., a Dutch corporation,
SMM Cerro Verde Netherlands, B.V., a Dutch corporation, Compafiia de Minas
Buenaventura S.A.A., a Peruvian sociedad anonima abierta, and Sociedad
Minera Cerro Verde S.A.A., a Peruvian sociedad anonima abierta.

Master Agreement and Plan of Merger among Columbian Chemicals Company,
Columbian Chemicals Acquisition LLC, Columbian Chemicals Merger Sub, Inc.
and Phelps Dodge Corporation, dated November 15, 2005.

Reclamation and Remediation Trust Agreement between Phelps Dodge
Corporation and Wells Fargo Delaware Trust Company, dated December 22,
2005.

Amended and Restated Mining Convention dated as of September 28, 2005,
among the Democratic Republic of Congo, La Générale des Carrieres et des
Mines, Lundin Holdings Ltd. (how TF Holdings Limited) and Tenke Fungurume
Mining S.A.R.L.

Addendum No.1 to the Amended and Restated Mining Convention dated as of
September 28, 2005, among the Democratic Repbulic of Congo, La Générale
des Carrieres et des Mines, TF Holdings Limited and Tenke Fungurume Mining
S.A.R.L., dated as of December 11, 2010

Amended and Restated Shareholders Agreement dated as of September 28,
2005, by and between La Générale des Carrieres et des Mines and Lundin
Holdings Ltd. (now TF Holdings Limited) and its subsidiaries.

Addendum No.1 to the Amended and Restated Shareholders Agreement dated
as of September 28, 2005, among La Générale des Carriéres et des Mines and
TF Holdings Limited, Chui Ltd., Faru Ltd., Mboko Ltd., Tembo Ltd., and Tenke
Fungurume Mining S.A.R.L., dated as of December 11, 2010.

Stock Purchase Agreement dated September 19, 2010, by and among Freeport-
McMoRan Copper & Gold Inc., Freeport-McMoRan Preferred LLC and McMoRan
Exploration Co.

Registration Rights Agreement by and between Freeport-McMoRan Preferred
LLC and McMoRan Exploration Co.

E-2

S-3

8-K

8-K

10-K

10-K

8-K

10-Q

8-K

10-Q

10-Q

333-72760

001-00082

001-00082

001-00082

001-00082

001-11307-01

001-11307-01

001-11307-01

001-11307-01

001-11307-01

001-11307-01

11/5/2001

3/22/2005

6/7/2005

2/27/2006

2/27/2006

9/2/2008

5/6/2011

9/2/2008

5/6/2011

11/5/2010

12/30/2010
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Exhibit
Number

FREEPORT-McMoRan COPPER & GOLD INC.
EXHIBIT INDEX
Filed
with this

Incorporated by Reference

Exhibit Title Form 10-K Form

File No.

Date Filed

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26*
10.27*
10.28*

10.29*

Stockholder Agreement by and among McMoRan Exploration Co., Freeport- 8-K
McMoRan Copper & Gold Inc. and Freeport-McMoRan Preferred LLC.

Term Loan Agreement dated as of February 14, 2013, among Freeport- 8-K
McMoRan Copper & Gold Inc., JPMorgan Chase Bank, N.A., as administrative

agent, Bank of America, N.A., as syndication agent, HSBC Bank USA, National

Association, Mizuho Corporate Bank, Ltd., Sumitomo Mitsui Banking Corporation,

The Bank of Nova Scotia and The Bank of Tokyo-Mitsubishi UFJ, Ltd., as co-

documentation agents, and each of the lenders party thereto. Upon

consummation of the acquisition of Plains Exploration & Production Company

(PXP), the PXP surviving entity, will join the Term Loan as a borrower

thereunder.

Revolving Credit Agreement dated as of February 14, 2013, among Freeport- 8-K
McMoRan Copper & Gold Inc., PT Freeport Indonesia, JPMorgan Chase Bank,

N.A., as administrative agent and the swingline lender, Bank of America, N.A., as

syndication agent, BNP Paribas, Citibank, N.A., HSBC Bank USA, National

Association, Muzho Corporate Bank, Ltd., Sumitomo Mitsui Banking Corporation,

The Bank of Nova Scotia and The Bank of Tokyo-Mitsubishi UFJ, Ltd., as co-

documentation agents, and each of the lenders and issuing banks party thereto.

Upon consummation of the acquisition of Plains Exploration & Production

Company (PXP), the PXP surviving entity, will join the Revolving Credit Facility

as a borrower thereunder.

Voting and Support Agreement, dated as of December 5, 2012, by and between 8-K
Plains Exploration & Production Company, Freeport-McMoRan Copper & Gold
Inc. and McMoRan Exploration Co.

Letter Agreement, dated as of December 5, 2012, by and among James C. 8-K
Flores, Plains Exploration & Production Company and Freeport-McMoRan
Copper & Gold Inc.

Letter Agreement, dated as of December 5, 2012, by and among Doss R. 8-K
Bourgeois, Plains Exploration & Production Company and Freeport-McMoRan

Copper & Gold Inc.

Letter Agreement, dated as of December 5, 2012, by and among Winston M. 8-K
Talbert, Plains Exploration & Production Company and Freeport-McMoRan

Copper & Gold Inc.

Letter Agreement, dated as of December 5, 2012, by and among John F. 8-K
Wombwell, Plains Exploration & Production Company and Freeport-McMoRan

Copper & Gold Inc.

FCX Director Compensation. 10-Q

Amended and Restated Agreement for Consulting Services between FMS and B. 10-K
M. Rankin, Jr. effective as of January 1, 2010.

Amended and Restated Executive Employment Agreement dated effective as of 10-K
December 2, 2008, between FCX and James R. Moffett.

Amended and Restated Change of Control Agreement dated effective as of 10-K
December 2, 2008, between FCX and James R. Moffett.
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001-11307-01

001-11307-01
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001-11307-01

001-11307-01

001-11307-01

001-11307-01
001-11307-01
001-11307-01

001-11307-01

12/30/2010

2/15/2013

2/15/2013

12/6/2012

12/6/2012

12/6/2012

12/6/2012

12/6/2012

5/6/2011
2/26/2010
2/26/2009

2/26/2009




Table of Contents

FREEPORT-McMoRan COPPER & GOLD INC.

EXHIBIT INDEX

Filed
Exhibit with this Incorporated by Reference
Number Exhibit Title Form 10-K Form File No. Date Filed
10.31* Amended and Restated Executive Employment Agreement dated effective as of 10-K 001-11307-01 2/26/2009
December 2, 2008, between FCX and Richard C. Adkerson.
10.32* Amendment to Amended and Restated Executive Employment Agreement dated 8-K 001-11307-01 4/29/2011
December 2, 2008, by and between FCX and Richard C. Adkerson, dated April
27, 2011.
10.33* Amended and Restated Executive Employment Agreement dated effective as of 10-K 001-11307-01 2/26/2009
December 2, 2008, between FCX and Kathleen L. Quirk.
10.34* Amendment to Amended and Restated Executive Employment Agreement dated 8-K 001-11307-01 4/29/2011
December 2, 2008, by and between FCX and Kathleen L. Quirk, dated April 27,
2011.
10.35* FCX Executive Services Program 10-K 001-11307-01 2/27/2012
10.36* FCX Supplemental Executive Retirement Plan, as amended and restated. 8-K 001-11307-01 2/5/2007
10.37* FCX Supplemental Executive Capital Accumulation Plan. 10-Q 001-11307-01 5/12/2008
10.38* FCX Supplemental Executive Capital Accumulation Plan Amendment One. 10-Q 001-11307-01 5/12/2008
10.39* FCX Supplemental Executive Capital Accumulation Plan Amendment Two. 10-K 001-11307-01 2/26/2009
10.40* FCX 2005 Supplemental Executive Capital Accumulation Plan. 10-K 001-11307-01 2/26/2009
10.41* FCX 2005 Supplemental Executive Capital Accumulation Plan Amendment One. 10-K 001-11307-01 2/26/2010
10.42* FCX 1995 Stock Option Plan for Non-Employee Directors, as amended and 10-Q 001-11307-01 5/10/2007
restated.
10.43* FCX Amended and Restated 1999 Stock Incentive Plan, as amended and 10-Q 001-11307-01 5/10/2007
restated.
10.44* FCX 2003 Stock Incentive Plan, as amended and restated. 10-Q 001-11307-01 5/10/2007
10.45* Form of Amendment No. 1 to Notice of Grant of Nonqualified Stock Options and 8-K 001-11307-01 5/5/2006
Stock Appreciation Rights under the 2004 Director Compensation Plan.
10.46* FCX 2004 Director Compensation Plan, as amended and restated. 10-Q 001-11307-01 8/6/2010
10.47* FCX 2005 Annual Incentive Plan, as amended and restated. 10-K 001-11307-01 2/26/2009
10.48* FCX Amended and Restated 2006 Stock Incentive Plan. 8-K 001-11307-01 6/14/2010
10.49* Form of Notice of Grant of Nonqualified Stock Options for grants under the FCX 10-K 001-11307-01 2/29/2008
1999 Stock Incentive Plan, the 2003 Stock Incentive Plan and the 2006 Stock
Incentive Plan.
10.50* Form of Notice of Grant of Restricted Stock Units for grants under the FCX 1999 10-K 001-11307-01 2/26/2010
Stock Incentive Plan, the 2003 Stock Incentive Plan and the 2006 Stock Incentive
Plan.
10.51* Form of Notice of Grant of Nonqualified Stock Options and Restricted Stock Units 8-K 001-11307-01 6/14/2010

under the 2006 Stock Incentive Plan (for grants made to non-management
directors and advisory directors).

E-4
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10.52* Form of Performance-Based Restricted Stock Unit Agreement for grants under 10-K 001-11307-01 2/29/2008
the FCX 1999 Stock Incentive Plan, the 2003 Stock Incentive Plan and the 2006
Stock Incentive Plan, (Form used for awards granted prior to 2010).
10.53* Form of Notice of Grant of Performance-Based Restricted Stock Units for grants 8-K 001-11307-01 2/5/2010
under the FCX 2003 Stock Incentive Plan and the 2006 Stock Incentive Plan.
10.54* Form of Restricted Stock Unit Agreement (form used in connection with 10-K 001-11307-01 2/29/2008
participant elections) for grants under the FCX 1999 Stock Incentive Plan, the
2003 Stock Incentive Plan and the 2006 Stock Incentive Plan.
10.55* Form of Performance-Based Restricted Stock Unit Agreement (form used in 10-K 001-11307-01 2/29/2008
connection with participant elections) for grants under the FCX 1999 Stock
Incentive Plan, the 2003 Stock Incentive Plan and the 2006 Stock Incentive Plan.
10.56* FCX 2009 Annual Incentive Plan 8-K 001-11307-01 6/17/2009
10.57* Form of Nonqualified Stock Options Grant Agreement (effective February 2012). 10-K 001-11307-01 2/27/2012
10.58* Form of Restricted Stock Unit Agreement (effective February 2012). 10-K 001-11307-01 2/27/2012
10.59* Form of Performance-Based Restricted Stock Unit Agreement (effective February 10-K 001-11307-01 2/27/2012
2012).
2.1 FCX Computation of Ratio of Earnings to Fixed Charges. X
14.1 FCX Principles of Business Conduct. 10-K 001-11307-01 2/29/2008
211 Subsidiaries of FCX. X
3.1 Consent of Ernst & Young LLP. X
24.1 Certified resolution of the Board of Directors of FCX authorizing this report to be X
signed on behalf of any officer or director pursuant to a Power of Attorney.
24.2 Powers of Attorney pursuant to which this report has been signed on behalf of X
certain officers and directors of FCX.
1.1 Certification of Principal Executive Officer pursuant to Rule 13a-14(a)/15d — 14 X
(a).
1.2 Certification of Principal Financial Officer pursuant to Rule 13a-14(a)/15d — 14(a). X
2.1 Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350. X
2.2 Certification of Principal Financial Officer pursuant to 18 U.S.C Section 1350. X
5.1 Mine Safety Disclosure X
9.1 Asset and Stock Purchase Agreement among OMG Harjavalta Chemicals X

Holding BV, OMG Americas, Inc., OM Group, Inc., Koboltti Chemicals Holdings
Limited and solely for purposes of Section 10.13 and Exhibit A, Freeport-
McMoRan Corporation, dated as of January 21, 2013.
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Number Exhibit Title Form 10-K Form File No. Date Filed
101.INS XBRL Instance Document X

101.SCH XBRL Taxonomy Extension Schema X

101.CAL XBRL Taxonomy Extension Calculation Linkbase X

101.DEF XBRL Taxonomy Extension Definition Linkbase X

101.LAB XBRL Taxonomy Extension Label Linkbase X

101.PRE XBRL Taxonomy Extension Presentation Linkbase X

Note: Certain instruments with respect to long-term debt of FCX have not been filed as exhibits to this Annual Report on Form 10-K since the total amount of securities authorized
under any such instrument does not exceed 10 percent of the total assets of FCX and its subsidiaries on a consolidated basis. FCX agrees to furnish a copy of each such instrument
upon request of the Securities and Exchange Commission.

* Indicates management contract or compensatory plan or arrangement.



Exhibit 12.1
FREEPORT-McMoRan COPPER & GOLD INC.

COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
(in millions except ratios)

For the years ended December 31,

2012 2011 2010 2009 2008

Income (loss) from continuing operations before income

taxes and equity in affiliated companies' net earnings $ 5,486 8,818 8,512 5,816 (13,309)
Amortization of previously capitalized interest 41 36 34 31 25
Less: capitalized interest (81) (109) (66) (78) (122)
Earnings (losses) from continuing operations before

fixed charges $ 5,446 8,745 8,480 5,769 (13,406)
Fixed charges:

Interest expense, net of capitalized interest $ 180 301 448 568 567

Capitalized interest 81 109 66 78 122

Amortization of debt expenses, premiums and and

discounts 7 11 14 18 17
Interest portion of rental expense 22 23 26 32 18
Total fixed charges $ 290 444 554 696 724
Adjusted earnings (losses) 5,736 9,189 9,034 6,465 (12,682)
(b)

Ratio of earnings to fixed charges @ $ 1938 20.7 16.3 9.3 —
Preferred dividend requirements:

Total fixed charges $ 290 444 554 696 724

Preferred stock dividends — — 96 370 347

Combined fixed charges and preferred stock

dividends 290 444 650 1,066 1,071
Ratio of earnings to combined fixed charges and ©

preferred stock dividends @ $ 198 20.7 13.9 6.1 —

(a) For purposes of computing the consolidated ratio of earning to fixed charges, earnings consist of income (loss) from continuing operations before income taxes, equity in affiliated
companies' net earnings and cumulative effect of accounting changes. Noncontrolling interests were not deducted from earnings as all such subsidiaries had fixed charges. Fixed
charges from continuing operations consist of interest (including capitalized interest) of all indebtedness; amortization of debt discounts, premiums and expenses; and that portion
of rental expense that FCX believes to be representative of interest. For purposes of calculating the ratio of earnings to combined fixed charges and preferred stock dividends, the
preferred stock dividend requirements were assumed to be equal to the pre-tax earnings that would be required to cover such dividend requirements. The amount of pre-tax
earnings required to cover such preferred stock dividends was computed using the effective tax rate for each applicable year.

(b) As a result of the loss recorded in 2008, the ratio coverage was less than 1:1. FCX would have needed to generate additional earnings of $13.4 billion to achieve coverage of 1:1 in
2008.

(c) As a result of the loss recorded in 2008, the ratio coverage was less than 1:1. FCX would have needed to generate additional earnings of $13.8 billion to achieve coverage of 1:1 in
2008.



Exhibit 21.1

List of Subsidiaries of
Freeport-McMoRan Copper & Gold Inc.

Entity(1) Jurisdiction of Organization
Compaiiia Contractual Minera Candelaria Chile

Cyprus Amax Minerals Company Delaware
Freeport-McMoRan Corporation New York
Freeport-McMoRan Morenci Inc. Delaware
Freeport-McMoRan Bagdad Inc. Delaware

PT Freeport Indonesia Indonesia and Delaware
Sociedad Minera Cerro Verde S.A.A. Peru

Sociedad Contractual Minera El Abra Chile

Tenke Fungurume Mining S.A.R.L. Democratic Republic of Congo

(1) Omitted from this list are subsidiaries that, considered in the aggregate as a single subsidiary, would not constitute a significant subsidiary as of December
31, 2012.



Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statements of Freeport-McMoRan Copper & Gold Inc. on Form S-3 (File No. 333-179420) and Form
S-8 (File Nos. 33-63267, 33-63269, 33-63271, 333-85803, 333-105535, 333-115292, 333-136084, 333-141358 and 333-147413), of our reports dated February 22,
2013, with respect to the consolidated financial statements and schedule of Freeport-McMoRan Copper & Gold Inc. and the effectiveness of internal control over
financial reporting of Freeport-McMoRan Copper & Gold Inc., included in this Annual Report (Form 10-K) for the year ended December 31, 2012 .

/sl Ernst & Young LLP

Phoenix, Arizona
February 22, 2013



Exhibit 24.1

Freeport-McMoRan Copper & Gold Inc.

Secretary's Certificate

I, Douglas N. Currault I, Secretary of Freeport-McMoRan Copper & Gold Inc., a corporation organized and existing under the laws
of the State of Delaware (the “Corporation”), do hereby certify that the following resolution was duly adopted by the Board of Directors of
the Corporation at a meeting held on December 13, 1988, and that such resolution has not been amended, modified or rescinded and is
in full force and effect on the date hereof:

RESOLVED, That any report, registration statement or other form filed on behalf of this corporation pursuant to the
Securities Exchange Act of 1934, or any amendment to any such report, registration statement or other form, may be signed on
behalf of any director or officer of this corporation pursuant to a power of attorney executed by such director or officer.

IN WITNESS WHEREOF, | have hereunto signed my name and affixed the seal of the Corporation on January 29, 2013.

/sl Douglas N. Currault 11
Douglas N. Currault Il
Secretary

Seal



Exhibit 24.2

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 Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivélly, his true and lawful attorney-faet with power to act without the other and witi
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended bdseg 31, 2012, and any amendment or amendmenttdreard any other document in support
thereof or supplemental thereto, and the underdifeecby grants to said attorneys, and each of,thehpower and authority to do and perform e
and every act and thing whatsoever that said a&yoon attorneys may deem necessary or advisalgkerty out fully the intent of the foregoing as the
undersigned might or could do personally or indhpacity or capacities as aforesaid, hereby ratifgnd confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Robert A. Day
Robert A. Day




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012 and any amendment or amendmentsdfzare any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Bobby Lee Lackey
Bobby Lee Lackey




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt RICHARD C. ADKERSON, his
true and lawful attorney-in-fact with full power sfibstitution, to execute, deliver and file, fodam behalf of him, in his name and in his capaaity
capacities as aforesaid, an Annual Report of theg2my on Form 10-K for the year ended Decembe2@12, and any amendment or amendments
thereto and any other document in support theresfipplemental thereto, and the undersigned heyebits to said attorney full power and authority
to do and perform each and every act and thingseleaer that said attorney may deem necessary &adnlly to carry out fully the intent of the
foregoing as the undersigned might or could dogueatty or in the capacity or capacities as afoiidaéreby ratifying and confirming all acts and
things which said attorney may do or cause to e dy virtue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl James R. Moffett
James R. Moffett




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT, his true
and lawful attorney-in-fact with full power of suligtion, to execute, deliver and file, for and lmehalf of him, in his name and in his capacity or
capacities as aforesaid, an Annual Report of theg2my on Form 10-K for the year ended Decembe2@12, and any amendment or amendments
thereto and any other document in support theresfipplemental thereto, and the undersigned heyebits to said attorney full power and authority
to do and perform each and every act and thingseleaer that said attorney may deem necessary &adnlly to carry out fully the intent of the
foregoing as the undersigned might or could dogueatty or in the capacity or capacities as afoiidaéreby ratifying and confirming all acts and
things which said attorney may do or cause to e dy virtue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Richard C. Adkerson
Richard C. Adkerson




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl B. M. Rankin, Jr.
B. M. Rankin, Jr.




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in her capaoitycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, her true and lawful attorney-faet with power to act without the other and witii
power of substitution, to execute, deliver and, fite and on behalf of her, in her name and indagracity or capacities as aforesaid, an Annual Rt
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Kathleen L. Quirk
Kathleen L. Quirk




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl C. Donald Whitmire, Jr.
C. Donald Whitmire, Jr.




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl H. Devon Graham, Jr.
H. Devon Graham, Jr.




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Gerald J. Ford
Gerald J. Ford




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Robert J. Allison, Jr.
Robert J. Allison, Jr.




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Stephen H. Siegele
Stephen H. Siegele
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POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Charles C. Krulak
Charles C. Krulak




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Jon C. Madonna
Jon C. Madonna




Exhibit 24.2

POWER OF ATTORNEY

BE IT KNOWN: That the undersigned, in his capaditycapacities as an officer and/or a member oBiterd of Directors of Freeport-
McMoRan Copper & Gold Inc., a Delaware corporafittre “Company”), does hereby make, constitute bt JAMES R. MOFFETT and
RICHARD C. ADKERSON, and each of them acting indivally, his true and lawful attorney-fact with power to act without the other and witti
power of substitution, to execute, deliver and, fite and on behalf of him, in his name and ind@pacity or capacities as aforesaid, an Annual R
of the Company on Form 10-K for the year ended Ddxe 31, 2012, and any amendment or amendmenttdhaard any other document in support
thereof or supplemental thereto, and the underdigeeeby grants to said attorneys, and each of,théhpower and authority to do and perform e
and every act and thing whatsoever that said ayoon attorneys may deem necessary or advisaloiartg out fully the intent of the foregoing as the
undersigned might or could do personally or indapacity or capacities as aforesaid, hereby ratifgind confirming all acts and things which said
attorney or attorneys may do or cause to be donértue of this Power of Attorney.

EXECUTED on January 29, 2013.

/sl Dustan E. McCoy
Dustan E. McCoy




Exhibit 31.1
Certification

I, Richard C. Adkerson, certify that:

1.

2.

| have reviewed this annual report on Form 10-K of Freeport-McMoRan Copper & Gold Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared,;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

Dated: February 22, 2013

/sl Richard C. Adkerson
Richard C. Adkerson
President and Chief Executive Officer




Exhibit 31.2
Certification

I, Kathleen L. Quirk, certify that:

1.

2.

| have reviewed this annual report on Form 10-K of Freeport-McMoRan Copper & Gold Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

€)) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared,;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant's internal control over financial reporting; and

The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

Dated: February 22, 2013

/sl Kathleen L. Quirk
Kathleen L. Quirk
Executive Vice President,
Chief Financial Officer and Treasurer




Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350
(Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002)

In connection with the Annual Report on Form 10-K of Freeport-McMoRan Copper & Gold Inc. (the “Company”) for the year ending December 31, 2012, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), Richard C. Adkerson, as President and Chief Executive Officer of the
Company, hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to 8§ 906 of the Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: February 22, 2013

/sl Richard C. Adkerson
Richard C. Adkerson
President and Chief Executive Officer

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.

This certification shall not be deemed filed by the Company for purposes of § 18 of the Securities Exchange 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-Oxley Act of 2002)

In connection with the Annual Report on Form 10-K of Freeport-McMoRan Copper & Gold Inc. (the “Company”) for the year ending December 31, 2012, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), Kathleen L. Quirk, as Executive Vice President, Chief Financial Officer and

Treasurer of the Company, hereby certifies, pursuant to 18 U.S.C. 8 1350, as adopted pursuant to 8 906 of the Sarbanes-Oxley Act of 2002, that, to the best of her
knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: February 22, 2013

/sl Kathleen L. Quirk
Kathleen L. Quirk
Executive Vice President,
Chief Financial Officer and Treasurer

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.

This certification shall not be deemed filed by the Company for purposes of § 18 of the Securities Exchange Act of 1934, as amended.



Exhibit 95.1

Mine Safety and Health Administration (MSHA) Safety = Data

FCX's U.S. mining operations are subject to regulations issued by MSHA under the U.S. Federal Mine Safety and Health Act of 1977 (the Mine Act). MSHA inspects
our U.S. mines on a regular basis and issues various citations and orders when it believes a violation has occurred under the Mine Act. Whenever MSHA issues a
citation or order, it also generally proposes a civil penalty, or fine, related to the alleged violation. Citations or orders can be contested and appealed, and as part of
that process, are often reduced in severity and amount, and are sometimes dismissed. The number of citations, orders and proposed assessments varies depending
on the size and type (underground or surface) of the mine, among other factors.

The following disclosures have been provided pursuant to Section 1503(a) of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the Act).

Mine Safety Data . Following provides additional information about references used in the table below to describe the categories of violations, orders or citations
issued by MSHA under the Mine Act:

« Section 104 S&S Citations : Citations issued by MSHA under Section 104(a) of the Mine Act for violations of health or safety standards that could significantly
and substantially contribute to a serious injury if left unabated.

¢ Section 104(b) Orders : Orders issued under Section 104(b) of the Mine Act, which represent a failure to abate a citation under Section 104(a) within the period
prescribed by MSHA. This results in an order of immediate withdrawal from the area of the mine affected by the condition until MSHA determines that the
violation has been abated.

«  Section 104(d) Citations and Orders : Citations and orders issued by MSHA under Section 104(d) of the Mine Act for unwarrantable failure to comply with
mandatory health or safety standards. These types of violations could significantly and substantially contribute to a serious injury; however, the conditions do not
cause imminent danger (refer to discussion of imminent danger orders below).

¢ Section 110(b)(2) Violations : Flagrant violations identified by MSHA under Section 110(b)(2) of the Mine Act. The term flagrant with respect to a violation is
defined as “a reckless or repeated failure to make reasonable efforts to eliminate a known violation of a mandatory health or safety standard that substantially
and proximately caused, or reasonably could have expected to cause, death or serious bodily injury.”

¢ Section 107(a) Orders : Orders issued by MSHA under Section 107(a) of the Mine Act for situations in which MSHA determined an imminent danger existed.
Orders issued under Section 107(a) of the Mine Act require the operator of the mine to cause all persons (except authorized persons) to be withdrawn from the
mine until the imminent danger and the conditions that caused such imminent danger cease to exist.




The following table details the violations, citations and orders issued to us by MSHA during the year ended December 31, 2012 :

Potential
to Have
Pattern of Pattern of
Section Violations Violation
Section Section 104(d) Section Section Mining Under Under
104 S&S 104(b) Citations 110(b)(2) 107(a) Proposed Related Section Section
Citations Orders  and Orders  Violations Orders  Assessments ® Fatalities 104(e) 104(e)
Mine ID ® Mine or Operation Name (#) #) #) # #) $) #) (yes/no) (yes/no)
0200137  Freeport-McMoRan Bagdad Inc. (Bagdad) 17 — — — — 123,376 — No No
Freeport-McMoRan Chino Mines Company
(Chino):
2900708 Chino Mines Co Mine 22 — — — — 21,051 — No No
2900762 SX-EW 2 — — — — 1,941 — No No
2901882 lvanhoe Concentrator — — — — — 717 — No No
0200112  Freeport-McMoRan Miami Inc (Miami) 23 — — — — 76,735 — No No
0200024  Freeport-McMoRan Morenci Inc (Morenci) 48 — — — — 167,202 = No No
0203131  Freeport-McMoRan Safford Inc (Safford) 2 — — — — 3,171 — No No
0200144  Freeport-McMoRan Sierrita Inc (Sierrita) 47 — — — — 159,246 — No No
2900159  Tyrone Mine (Tyrone) 28 1 1 — 1 48,388 — No No
0500790 Henderson Operations (Henderson) 12 ® — — — — 14,838 = No No
0502256  Climax Mine (Climax) 3 — — — — 3,872 — No No
Freeport-McMoRan Cobre Mining Company:
2900725 Open Pit & Continental Surf Comp 1 — — — — 985 — No No
2900731 Continental Mill Complex — — — — — 200 — No No
0201656  Copper Queen Branch 1 — — — — 974 — No No
0202579  Cyprus Tohono Corporation 5 — — — — 2,774 = No No
0203262  Twin Buttes Mine 7 — — — — 400 — No No
2902395  Chieftain 2100 Screening Plant — — — — — — — No No
0203254  Warrior 1800 Screening Plant — — — — — — — No No

(1) MSHA assigns an identification number to each mine or operation and may or may not assign separate identification numbers to related facilities.

(2) Amounts represent the total dollar value of proposed assessments received on or before February 15, 2013 , for citations or orders issued by MSHA during the year ended December 31, 2012 . FCX is
contesting $138,819 of these proposed assessments.

(3) During the year ended December 31, 2012 , Henderson was issued a 104 S&S violation that was subsequently reduced to a 104(a) non-significant and substantial violation.




Pending Legal Actions . The table below provides a summary of legal actions pending before the Federal Mine Safety and Health Review Commission (the
Commission) involving FCX's U.S. mining operations as of December 31, 2012 , as well as the aggregate number of legal actions instituted and resolved during the
year 2012 . The Commission is an independent adjudicative agency established by the Mine Act that provides administrative trial and appellate review of legal
disputes arising under the Mine Act. These cases may involve, among other questions, challenges by operators to citations, orders and penalties they have received
from MSHA, or complaints of discrimination by miners under Section 105 of the Mine Act. The following provides additional information of the types of proceedings
that may be brought before the Commission:

« Contest Proceedings - A contest proceeding may be filed by an operator to challenge the issuance of a citation or order issued by MSHA.

« Civil Penalty Proceedings - A civil penalty proceeding may be filed by an operator to challenge a civil penalty MSHA has proposed for a violation contained in a
citation or order. FCX does not institute civil penalty proceedings based solely on the assessment amount of proposed penalties. Any initiated adjudications
described in the table below address substantive matters of law and policy instituted on conditions that are alleged to be in violation of mandatory standards or
the Mine Act.

« Discrimination Proceedings - Involves a miner's allegation that he or she has suffered adverse employment action because he or she engaged in activity
protected under the Mine Act, such as making a safety complaint. Also includes temporary reinstatement proceedings involving cases in which a miner has filed
a complaint with MSHA stating that he or she has suffered discrimination and the miner has lost his or her position.

« Compensation Proceedings - A compensation proceeding may be filed by miners entitled to compensation when a mine is closed by certain closure orders
issued by MSHA. The purpose of the proceeding is to determine the amount of compensation, if any, due to miners idled by the orders.

« Temporary Relief - Applications for temporary relief are applications filed under section 105(b)(2) of the Mine Act for temporary relief from any modification or
termination of any order.

* Appeals - An appeal may be filed by an operator to challenge judges decisions or orders to the commission, including petitions for discretionary review and
review by the commission on its own motion.

Legal Actions Pending at December 31, 2012 2

Contest Civil Penalty Discrimination Compensation Temporary Legal Actions Legal Actions
Proceedings Proceedings Proceedings Proceedings Relief Appeals Total Instituted @ Resolved ©

Mine ID © #) #) #) (#) ) (#) #) ) #)

0200137 5 — — — — — 5 1 5
2900708 7 — — — — — 7 1 3
2900762 3 — — — — — 3 3 2
2901882 — — — — — — — — —
0200112 14 — — — — — 14 10 2
0200024 83 — — — — — 83 17 23
0203131 — — — — — — — — —
0200144 32 — — — — — 32 25 43
2900159 — — — — — — — 2 3
0500790 11 — 1 — — — 12 15 10
0502256 1 — — — — — 1 — —
2900725 — — — — — — — — —
2900731 — — — — — — — — —
0201656 — — — — — — — — —
0202579 — — — — — — — — —
0203262 — — — — — — — — 1
2902395 — — — — — — — — —
0203254 — — — — — — — — —

(1) MSHA assigns an identification number to each mine or operation and may or may not assign separate identification numbers to related facilities. Refer to "Mine Safety Data" table for related mine or
operation name.




(2) Legal actions pending at December 31, 2012, and legal actions instituted during the year are based on the date that a docket number was assigned to the proceeding.
(3) Legal actions resolved during the year are based on the date that the settlement motion resolving disputed matters is filed with the Commission and the matter is effectively closed by MSHA.
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ARTICLE | Purchase and Sale; Closing
SECTION 1.01.
SECTION 1.02.
SECTION 1.03.
SECTION 1.04.
SECTION 1.05.
SECTION 1.06.
SECTION 1.07.
SECTION 1.08.
SECTION 1.09.
SECTION 1.10.
SECTION 1.11.

Purchase and Sale of the SubjeceShar
Purchase and Sale of the Purchasset#\s
Excluded Assets

Assumed Liabilities

Excluded Liabilities

Limitations on Assignment of PurclthAssets
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Closing Date

Closing Deliveries

Purchase Price Adjustment

Withholding

ARTICLE Il Representations and Warranties Relatmthe Sellers, the Subject Shares

and the Purchased Assets

SECTION 2.01.
SECTION 2.02.
SECTION 2.03.
SECTION 2.04.
SECTION 2.05.

SECTION 3.06.
SECTION 3.07.
SECTION 3.08.

CLI-2060753v12

Organization, Standing and Power

Authority; Execution and Delivery;farceability

No Conflicts; Consents

Proceedings

The Subject Shares, Cristolteq Sh&8s$ Shares and
Purchased Assets

ARTICLE Ill Representations and Warranties Relatmghe Business
SECTION 3.01.
SECTION 3.02.
SECTION 3.03.
SECTION 3.04.
SECTION 3.05.

Organization; Standing and Power

Capital Stock of the Companies

No Conflicts; Consents

Financial Statements

Assets Other than Real Property atalléctual Property
Interests

Real Property

Intellectual Property

No Undisclosed Material Liabilities
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SECTION 3.10.
SECTION 3.11.
SECTION 3.12.
SECTION 3.13.
SECTION 3.14.
SECTION 3.15.
SECTION 3.16.
SECTION 3.17.
SECTION 3.18.
SECTION 3.19.
SECTION 3.20.
SECTION 3.21.
SECTION 3.22.
SECTION 3.23.

ARTICLE V Covenants

SECTION 5.01.
SECTION 5.02.
SECTION 5.03.
SECTION 5.04.

CLI-2060753v12

TABLE OF CONTENTS

Contracts

Taxes

Proceedings

Benefit Plans

Absence of Changes or Events
Compliance with Applicable Laws; Pism
Environmental Matters

Labor Relations

Sufficiency of the Assets

Products

Insurance Coverage

Affiliate Transactions

Brokers

Compliance with Applicable Anti-Cqgption Laws
Customers and Suppliers

ARTICLE IV Representations and Warranties of Pusena
SECTION 4.01.
SECTION 4.02.
SECTION 4.03.
SECTION 4.04.
SECTION 4.05.
SECTION 4.06.
SECTION 4.07.
SECTION 4.08.
SECTION 4.09.

Organization, Standing and Power

Authority; Execution and Delivery;f&rceability
No Conflicts; Consents

Proceedings

Securities Law Compliance

Availability of Funds

Solvency

Brokers

Purchaser Investigation and Reliance

Covenants Relating to Conduct of Bess
Access to Information; Cooperation
Confidentiality

Notices of Certain Events

Page

12
14
17
17
19
19
20
21
22
22
22
22
22
23
23

23
24
24
24
24
24
24
25
25
25

26
26
28
29
29




SECTION 5.05.
SECTION 5.06.
SECTION 5.07.
SECTION 5.08.
SECTION 5.09.
SECTION 5.10.
SECTION 5.11.
SECTION 5.12.
SECTION 5.13.
SECTION 5.14.
SECTION 5.15.
SECTION 5.16.

Reasonable Best Efforts
Expenses; Transfer Taxes
Employee Matters

Publicity

Names Following Closing
Business/Non-Business Assets
Resignations

Intercompany Matters
Non-Competition; Non-Solicitation; Ittire
Insurance Policies

No Further Financial Obligations
Cobalt Alloy Sales Agreement

ARTICLE VI Conditions Precedent
SECTION 6.01.
SECTION 6.02.
SECTION 6.03.
SECTION 6.04.

Conditions to Each Party's Obligation
Conditions to Obligation of Purchaser
Conditions to Obligation of the Sedle
Frustration of Closing Conditions

ARTICLE VII Termination; Effect of Termination
SECTION 7.01.
SECTION 7.02.

Termination
Effect of Termination

ARTICLE VIIl Tax Matters
SECTION 8.01. Tax Sharing Agreements
SECTION 8.02. Tax Indemnification

ARTICLE IX Indemnification
SECTION 9.01. Survival
SECTION 9.02. Other Indemnification by the Sellers
SECTION 9.03. Other Indemnification by Purchaser
SECTION 9.04. Procedures
SECTION 9.05. No Additional Representations
SECTION 9.06. Determination of Loss Amount

CLI-2060753v12

TABLE OF CONTENTS

Page

30
32
33
34
34
36
36
36
37
37
38
38

38
38
38
39
40

40
40
41

41
41
45

46
46
47
49
50
52
53




TABLE OF CONTENTS

SECTION 9.07. Adjustments
SECTION 9.08. Subrogation
SECTION 9.09. Environmental Indemnification

SECTION 10.01

SECTION 10.08

ARTICLE X General Provisions

. Assignment
SECTION 10.02.
SECTION 10.03.
SECTION 10.04.
SECTION 10.05.
SECTION 10.06.
SECTION 10.07.
. Severability
SECTION 10.09.
SECTION 10.10.
SECTION 10.11.
SECTION 10.12.
SECTION 10.13.

No Third-Party Beneficiaries

Notices

Interpretations; Exhibits and SchesiuCertain Definitions
Counterparts

Entire Agreement

Amendments and Waivers

Governing Law and Jurisdiction
Attorney-Client Privilege and CocifiWaiver
WAIVER OF JURY TRIAL

Translation

Purchaser Guarantor

Page

54
54
54

56
56
57
57
58
69
69
69
70
70
70
71
71
71

Schedule | Purchased Assets
Schedule 11 Assumed Liabilities
Schedule I Allocation Statement

Schedule IV Filings

EXHIBIT A Earn-out Payments

EXHIBIT B Form of Transition Services Agreent
EXHIBIT C Form of Cobalt Alloy Sales Agreente
EXHIBIT D Form of Distribution Agreement
EXHIBIT E Form of Services Agreement
EXHIBIT F Transfer Documentation

CLI-2060753v12




ASSET AND STOCK PURCHASE AGREEMENT, dated as ofulay 21, 2013 (including Exhibit Athis “ Agreement "), by and among
OMG HARJAVALTA CHEMICALS HOLDING BV, a company orgazed under the laws of The Netherland©®§¥ G Harjavalta”), OMG
AMERICAS, INC., an Ohio corporation QMG Americas”), OM GROUP, INC., a Delaware corporation@MG ” together with OMG Harjavalta
and OMG Americas, theSellers”) and Koboltti Chemicals Holdings Limited, a Berdian exempted company (such entity, or its assignesuant
to Section 10.0] referred to herein asPurchaser "), and Freeport-McMoRan Corporation, a corporatioganized under the laws of New York (“
Purchaser Guarantor "), for the limited purposes of Section 10.453d_Exhibit A.

WHEREAS, OMG owns all of the issued and outstandimgres (the OMG Japan Shares”) of common stock, par value ¥50,000 per
share, of OMG Japan, Inc., a company organizedruhddaws of Japan OMG Japan ”);

WHEREAS, OMG owns 247,500 shares (theurope Shares”) of common stock of OMG Europe GmbH, a company aegghunde
the laws of Germany (OMG Europe "), and OMG Kokkola Chemicals owns 2,500 shares {tB@hemicals Europe Shares”, and together with the
Europe Shares, theOMG Europe Shares”) of common stock of OMG Europe;

WHEREAS, OMG Harjavalta owns all of the issued antstanding shares (thedMG Kokkola Chemicals Shares” and, together
with the OMG Japan Shares and the OMG Europe Shhee$Subject Shares”) of common stock, par value €1.68 per share, MiGOKokkola
Chemicals Oy, a company organized under the lavisnténd (“OMG Kokkola Chemicals”, and, together with OMG Japan and OMG Europe;‘the
Companies™);

WHEREAS, OMG Kokkola Chemicals owns 455 shares f(tBeisolteq Shares ") of capital stock of CrisolteQ OY, a company
organized under the laws of FinlandQdtisolteq ”);

WHEREAS, OMG owns 615,385 shares (tH@Sl Shares”) of capital stock of QuantumSphere Inc., a Caiifa corporation (‘QSI
"), and desires to transfer the QSI Shares to OME&kKdla Chemicals prior to the Closing; and

WHEREAS, the Sellers desire to sell the Subject&hand the Purchased Assets and transfer the Assiiabilities to Purchaser, a
Purchaser desires to purchase all of the SubjereStand the Purchased Assets and assume the Alkiabiéities from the Sellers upon the terms
and conditions contained in this Agreement.

NOW, THEREFORE, in consideration of the represémat warranties, covenants and agreements codtairthis Agreement, and
for other good and valuable consideration, theipt¢@nd sufficiency of which are hereby acknowledigen the terms and subject to the conditions of
this Agreement, the parties hereto hereby agréellas/s:

CLI-2060753v12




ARTICLE |

Purchase and Sale; Closing

SECTION 1.01. Purchase and Sale of the Subject Shatd¢she Closing, the Sellers shall sell, transfed deliver or cause to be
sold, transferred and delivered to Purchaser, amch@ser shall purchase from the Sellers, the SuBjeares.

SECTION 1.02. Purchase and Sale of the Purchased Asgdtthe Closing, the Sellers shall sell, convegnsfer, assign and
deliver, or cause to be sold, conveyed, transfeassigned and delivered, to Purchaser all of $seta set forth on Schedul@He “ Purchased Assets
"). The purchase and sale of the Subject Sharesh@ndurchased Assets and the assumption anderarishe Assumed Liabilities is referred to in
this Agreement as theAcquisition ”. For the avoidance of doubt, the Subject Shacesda constitute Purchased Assets. Accordinglyti®ed .04
and_1.0%re not applicable to the Subject Shares.

SECTION 1.03. Excluded AssetsPurchaser expressly understands and agreedlthssets of the Sellers other than the Subject
Shares and the Purchased Assets shall remaindherpr of Sellers and their applicable subsidiafaedlectively, the “Excluded Assets”).

SECTION 1.04. Assumed Liabilities At the Closing, upon the terms and subject tactralitions of this Agreement, Purchaser s
assume the Liabilities of the Sellers to the extelating to or arising out of the Purchased Assetduding those set forth on Schedulétiie “
Assumed Liabilities ). Purchaser’s obligations under this Section kBdll not be subject to offset or reduction, whethereason of any actual or
alleged breach of any representation, warrantyoweicant contained in any agreement or documentateli in connection with this Agreement or
any right to indemnification hereunder or otherwise

SECTION 1.05. Excluded Liabilities Purchaser is assuming only the Assumed Lialslitiem the Sellers and is not assuming any
other Liability of the Sellers of whatever natunghether presently in existence or arising hereaftktisuch other Liabilities shall be retained byda
remain Liabilities of the Sellers, as applicablié gach Liabilities not being assumed being hereferred to as the Excluded Liabilities”).

SECTION 1.06. Limitations on Assignment of Purchased Asséstwithstanding anything in this Agreement to deatrary, this
Agreement shall not constitute an agreement t@assiy Purchased Asset or any right thereunder dteempted assignment, without the consent of,
or other action by, any third party, would congéta breach thereunder or in any way adverselgtitfe rights of Purchaser or the Sellers or any of
their respective affiliates thereunder; provideat thhe foregoing shall not limit or affect the 8edl representations and warranties in Articlesnidi]II
or the conditions set forth in Section 6.0Rach Seller and Purchaser shall use their ragpaetasonable best efforts (but without any payroén
money) to obtain the consent of such third patteany such Purchased Asset or any right thereuodéne assignment thereof to Purchaser as
Purchaser may reasonably request. If such corsaot iobtained or such other action is not takes Sellers and Purchaser shall cooperate in a
mutually agreeable manner to establish an arrangeummeler
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which Purchaser would obtain the benefits and asgtm obligations thereunder in accordance with Atlgreement, including sub-contracting, sub-
licensing, or sub-leasing to Purchaser or an aféldesignated by Purchaser, or under which ar®eleny of its affiliates would enforce (at the
reasonable direction of Purchaser) for the benéfturchaser or its designated affiliate, with Paser or its designated affiliate assuming the
obligations of such Seller or its affiliates, amdaall rights of such Seller or any of its affikatagainst a third party thereto (including, if laggble,

the right to elect to terminate such PurchasedtAssecordance with the terms thereof upon Puetgsequest). Each Seller shall promptly pay to
Purchaser or its designated affiliate when recealehonies received by such Seller or any offififi@es under any Purchased Asset or any claim or
right or any benefit arising thereunder, excepghtmextent the same represents an Excluded Asgen téceipt of any required consents to
assignment of a Purchased Asset, the applicabler Skkll, or shall cause its affiliates to, setinvey, transfer, assign and deliver such Purchased
Asset to Purchaser with no additional purchaseeqtiee therefore. In addition, following the Clositiie parties shall execute and deliver, or shall
cause to be executed and delivered, such docuraedtsther instruments and shall take, or shalletmbe taken, such further actions as may be
reasonably required to carry out this Section hfé give effect to the transactions contemplatethisySection 1.06

SECTION 1.07. Purchase Price; Allocation of Purchase Price

(&) The purchase price for the Purchased Assets arfsuhiect Shares is $325,000,000 in cash (Basé Purchase Price”) plus
the amount of payments, if any, to be paid by Pasehpursuant to the provisions set forth in Exilipon the terms and conditions set fc
therein (together with the Base Purchase Price, Bnechase Price”). The Base Purchase Price shall be paid as pedviid Section 1.09and
the Base Purchase Price shall be subject to adjustas provided in Section 1.10

(b) The Base Purchase Price shall be allocated touteh&sed Assets and the Subject Shares as seirfoin statement attached
hereto as Schedule [ithe “ Allocation Statement ”). If an adjustment is made with respect to thedgRurchase Price pursuant to Section
1.10, the Allocation Statement shall be adjusted coasigherewith.

SECTION 1.08. Closing Date The closing of the Acquisition (theClosing ") shall take place at the offices of Jones Day, 90
Lakeside Avenue, Cleveland, Ohio, 44114 U.S.A1,000 a.m. on the business day that is the seadhiouisiness day after the date on which the
conditions set forth in Article Véare satisfied (or, to the extent permitted, wailbgdhe parties entitled to the benefits thereafatasuch other place,
time and date as shall be agreed among the SefidrBurchaser. The date on which the Closing odsuederred to in this Agreement as the “
Closing Date”.

SECTION 1.09. Closing Deliveries At the Closing, Purchaser shall deliver to thiéegethe following:

(i) payment, by wire transfer to one or more bank astodesignated in writing by the Sellers (suchglesion to be made
by the Sellers at least three business days mrithret Closing Date), of an amount in immediatelgikable
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funds equal, in the aggregate, to the Base Purdbrase less an amount equal to Certified Indebtsslipus an amount equal to the
estimated amount of Cash on Hand as of the clobasifiess on the Closing DateHstimated Cash on Hand ") as set forth in a
certificate delivered by the Sellers to Purchaselater than three business days prior to the GfpsSellers will use reasonable efforts
to ensure that Estimated Cash on Hand shall beozippately $30,000,000;

(i)  payment to the applicable lenders, by wire trangfeme or more bank accounts designated in wrhkiinthe Sellers (suc
designation to be made by the Sellers on a busifesthat is at least three full business days poithe Closing Date), of an amount
equal to Certified Indebtedness;

(i)  the certificate to be delivered pursuant to Sedfid3;

(iv) acounterpart of the Transition Services Agreeratiathed as Exhibit Bereto (the “Transition Services Agreement ),
duly executed by OMG Kokkola Chemicals;

(v) acounterpart of the Cobalt Alloy Sales Agreemetesiched as Exhibit Gereto (the ‘Cobalt Alloy Sales Agreement "),
duly executed by OMG Kokkola Chemicals and Purch@sgrantor;

(vi) acounterpart of the Distribution Agreement attachg Exhibit Dhereto (the ‘Distribution Agreement "), duly executed
by OMG Kokkola Chemicals; and

(vii) a counterpart of the Services Agreement attaché&xhaibit E hereto (the ‘Services Agreement "), duly executed by
OMG Kokkola Chemicals.

(b) Atthe Closing, the Sellers shall deliver, or catsbe delivered to Purchaser the following:

(i) tothe extent the Subject Shares are representedrbficates, such certificates, duly endorsedlank or accompanied by
stock powers duly endorsed in blank in proper féontransfer, with appropriate transfer tax stanifpany, affixed;

(i) the certificate to be delivered pursuant to Sedbi®?;
(i)  such deeds, bills of sale, endorsements, assigsraadtother good and sufficient instruments of egance and
assignment as the parties and their respectivesebshall deem reasonably necessary to vest ih®sec all right, title and interest in,

to and under the Purchased Assets and to evidemchd3er's assumption of the Assumed Liabilities;

(iv)  duly signed resignations, effective immediatelygathe Closing, of all directors of the Companies;




(v) acounterpart of the Transition Services Agreerdeit executed by the Sellers;
(vi) acounterpart of the Cobalt Alloy Sales Agreemerty éxecuted by OMG Finland;
(vii)  a counterpart of the Distribution Agreement dulgexted by OMG Americas;
(viii)  a counterpart of the Services Agreement duly exsechy OMG Americas; and

(ix) evidence reasonably satisfactory to PurchasethbaContract listed as item 31 on Section 3.09fa@fithe Seller
Disclosure Letter has been amended to remove OMKkdla Chemicals as a party thereto.

SECTION 1.10. Purchase Price Adjustment.

(@) Within 60 days after the Closing Date, Purchasel slause to be prepared and delivered to therSellevorking capital
statement (the Final Working Capital Statement "), setting forth the Net Working Capital as of ttlese of business on the Closing Date (the
“ Final Working Capital ") and Cash on Hand as of the close of businegsh®glosing Date (the Final Cash on Hand ). The Final
Working Capital Statement shall be prepared in mtance with the same accounting principles, prastimethodologies and policies used in
the preparation of the Working Capital Statement.

(b) Within 30 days following receipt by the Sellerstioé Final Working Capital Statement, the Sellerdlsteliver written notice to
Purchaser of any dispute the Sellers have witheesp the preparation or content of the Final VifgglCapital Statement; provided
however, that the Sellers may not dispute the accountimgiples, practices, methodologies and policiesus preparing the Final Working
Capital Statement if they are the same as the aticguprinciples, practices, methodologies andgdedi used in preparing the Working Cay
Statement. If the Sellers do not so notify Purcha$a dispute with respect to the Final Workingpfa Statement within such 30-day period,
such Final Working Capital Statement will be findnclusive and binding on the parties. In the eeésuch notification of a dispute,
Purchaser and the Sellers shall negotiate in gaitidtb resolve such dispute. If Purchaser and&#ikers, notwithstanding such good faith
effort, fail to resolve such dispute within 15 dafter the Sellers advise Purchaser of their olgjest then Purchaser and the Sellers jointly
shall engage KPMG, LLP (theAccounting Firm”) to resolve such dispute. As promptly as pratfieaand in any event not more than
15 days thereafter, Purchaser and the Sellerseshetl prepare and submit a presentation detagioly partys complete statement of propo
resolution of the dispute to the Accounting Firns. goon as practicable thereafter, Purchaser arfsiflers shall cause the Accounting Firr
choose one of the parties’ positions based sofgbynuhe presentations by Purchaser and the Séllleesparties shall share the expenses of the
Accounting Firm equally. All
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determinations made by the Accounting Firm willfimal, conclusive and binding on the parties.

(c) For purposes of complying with the terms set famtthis Section 1.10each party shall cooperate with and make availabthe
other parties and their respective representaéitésformation, records, data and working papars] shall permit access to its facilities and
personnel, as may be reasonably required in coonegtth the preparation and analysis of the Fiairking Capital Statement and the
resolution of any disputes thereunder (subjectésonable confidentiality restrictions and to pdowy such assurances, releases, indemnities
or other agreements as accountants may customeglyre in such circumstances).

(d) If the Target Working Capital and Estimated CastHand, when taken together, exceed Final Workingjt&sand Final Cash
on Hand, when taken together (each, as finallyrdeted pursuant to Section 1.10fbjhen the Base Purchase Price will be adjusted
downward by the amount of such excess, and therSedhall pay or cause to be paid an amount inegisél to such excess to Purchaser by
wire transfer of immediately available United Ssaflends to an account or accounts designated timg/ihy Purchaser to the Sellers. Any s
payment is to be made within five business dayk®flate on which the Final Working Capital is fipaetermined pursuant to this Section
1.10.

(e) If the Final Working Capital and Final Cash on Hawtien taken together (each, as finally determmeduant to Section 1.10
(b)), exceed the Target Working Capital and Estim&ash on Hand, when taken together, then the Bash&ae Price will be adjusted
upward by the amount of such excess, and Purchbhaiipay or cause to be paid an amount in cashl égguch excess to the Sellers by wire
transfer of immediately available United Statesdfuto an account or accounts designated in writinthe Sellers to Purchaser. Any such
payment is to be made within five business dayk®fate on which the Final Working Capital is fipaetermined pursuant to this Section
1.10.

SECTION 1.11. Withholding. Either party hereto or any of their respectiviiafes (including, effective upon the Closing it
respect to Purchaser, the Companies), shall bieeintd deduct and withhold from any amount otheeapayable to the other party hereto pursuant to
this Agreement such amounts as they are requirdddact and withhold with respect to the makingwfh payment under any applicable Law. If
amount is so withheld, such withheld amounts dteliimely paid to the appropriate Tax Authority drehted for all purposes of this Agreement as
having been paid to such other party hereto.
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ARTICLE Il

Representations and Warranties
Relating to the Sellers, the Subject Shares an@tinehased Assets

Except as set forth in the letter from the Selldeded the date of this Agreement, addressed whBser (the Seller Disclosure Letter
"), the Sellers hereby represent and warrant tetager as of the date of this Agreement and agedClosing Date as follows:

SECTION 2.01. Organization, Standing and Powefach of the Sellers and OMG Kokkola Chemicalsrganized and validly
existing under the Laws of the jurisdiction in whi¢ is organized and has full corporate power amithority to own the Purchased Assets, the OMG
Japan Shares (in the case of OMG), the Europe Sfiarthe case of OMG), the Chemicals Europe SHardhe case of OMG Kokkola Chemicals),
the Crisolteq Shares (in the case of OMG Kokkolar@icals), the QSI Shares (in the case of OMG) hadXMG Kokkola Chemicals Shares (in the
case of OMG Harjavalta). Each of the Sellers hadenavailable to Purchaser complete copies of gargeational documents and all such
organizational documents are in full force andcffe

SECTION 2.02. Authority; Execution and Delivery; Enforceabilityffach of the Sellers has full power and authddtgxecute this
Agreement and to consummate the Acquisition anather transactions contemplated hereby. The eixecahd delivery by the Sellers of this
Agreement and the consummation by the SellerseoAtquisition and the other transactions conteredl&iereby have been duly authorized by all
necessary corporate action by the Sellers. Eattied®ellers has duly executed and delivered thieémgent, and this Agreement constitutes its valid
and binding obligation, enforceable against itén@dance with its terms, subject to applicablekbaptcy, insolvency, fraudulent conveyance,
reorganization, moratorium and similar Laws affegtcreditors’ rights and remedies generally angletoeral principles of equity (theGeneral
Enforceability Exceptions™”).

SECTION 2.03. No Conflicts; ConsentsThe execution, delivery and performance by eadteSof this Agreement do not, and the
consummation of the Acquisition and the other taatisns contemplated hereby and compliance by Setkr with the terms hereof will not, confl
with, or result in any violation of or default (Wwibr without notice or lapse of time, or both) unde give rise to a right of termination, cancgétia or
acceleration of any obligation or to loss of a matéenefit under, or result in the creation oposition of any Lien upon any of the properties or
assets of such Seller under, any provision oh@)drganizational documents of such Seller, (i§) @ontract to which such Seller is a party or by
which any of its properties or assets is boundiiiprany Judgment or Law applicable to such Setleits properties or assets other than in the chse
clauses (ii) and (iii) such items that have not Aad would not reasonably be expected to haveyidhdilly or in the aggregate, a Sellers Material
Adverse Effect. No material consent of, registmatideclaration or filing with, or action by, any @&wnmental Entity is required to be obtained or
made by or with respect to any of the Sellers mnextion with the execution, delivery and perforgeof this Agreement or the consummation of
Acquisition or the other transactions contempldtereby, other than the filings set forth_on Schedul.
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SECTION 2.04. Proceedings There are no Proceedings pending or, to the Kedge of the Sellers, threatened against, affecting
relating to any Seller or any of its affiliates thédetermined or resolved adversely to sucheBalt such affiliate, would reasonably be expetbed
have a Sellers Material Adverse Effect.

SECTION 2.05. The Subject Shares, Cristolteq Shares, QS| ShateRarchased Asset©MG is the record and beneficial owner
of the OMG Japan Shares, the Europe Shares a@Sh8hares, free and clear of all Liens. OMG Kokk8hemicals is the record and beneficial
owner of the Europe Shares and the Crisolteq Shiseesand clear of all Liens. OMG Harjavalta ie tecord and beneficial owner of the OMG
Kokkola Chemicals Shares free and clear of all £idrhe Sellers collectively have good and valié tib the Purchased Assets free and clear of all
Liens, other than Permitted Liens. Assuming Purehhas the requisite power and authority to béawéul owner of the Subject Shares and the
Purchased Assets, upon delivery to Purchaser &ltséng of (i) certificates representing the Sabfghares (excluding the Chemicals Europe
Shares), duly endorsed by OMG or OMG Harjavaltamsicable, for transfer to Purchaser and (ii)dbeumentation to transfer the Purchased
Assets in substantially the form attached as ExRibiand upon the Sellers’ receipt of the Base PueRaige, good and valid title to the Subject
Shares and the Purchased Assets will pass to Rarcfiae and clear of all Liens, other than Peedittiens. Other than this Agreement and as set
forth in Section 2.04f the Seller Disclosure Letter, the Subject Sharesmot subject to any voting trust agreementioercContract, including any
Contract restricting or otherwise relating to tlding, dividend rights or disposition, as applieghdf the Subject Shares.

ARTICLE IlI

Representations and Warranties
Relating to the Business

Except as set forth in the Seller Disclosure Lettex Sellers hereby represent and warrant to Beechas of the date of this Agreement
and as of the Closing Date as follows:

SECTION 3.01. Organization; Standing and Powdn) Each of the Companies is an entity organarativalidly existing under the
Laws of its jurisdiction of organization, which isdiction is set forth in Section 3.@f the Seller Disclosure Letter. Each of the Selkmnd each of tt
Companies (i) has full corporate power and authaaitcarry on the Business as presently conduatddig is duly qualified and in good standing to
do business as a foreign corporation in each jigtisd in which the conduct or nature of the Busmenakes such qualification necessary, except, in
the case of clause (ii), as has not had and wantldeasonably be expected to have, individuallinghe aggregate, a Business Material Adverse
Effect.

(b) The Sellers have made available to Purchaser trdie@mplete copies of (1) the organizational doqusyeeach as amended to
date, of each Company, and (2) the stock certdieat transfer books and the minute books of ebtttedCompanies.
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SECTION 3.02. Capital Stock of the Companiega) The authorized capital stock of OMG Japarsists of 800 shares of common
stock, par value ¥50,000 per share, of which 2@0eshare issued and outstanding. The registered shpital of OMG Europe amounts to DEM
250,000, of which DEM 247,500 are held by OMG ari&MD2,500 are held by OMG Kokkola Chemicals. Thehatized capital stock of OMG
Kokkola Chemicals consists of 4,000,000 share®ofmmon stock, par value €1.68 per share, of whi6Bei000 shares are issued and outstanding.
Except as set forth in Section 3.6Pthe Sellers Disclosure Letter and other thanSthject Shares, there are no shares of capitd stoother equity
securities of any of the Companies issued, resdnredsuance or outstanding. The Subject Sharedudy authorized, validly issued, fully paid and
nonassessable and not subject to or issued irtiviolaf any purchase option, call option, righfiodt refusal, preemptive right or subscriptiontrg
the certificate of incorporation, bylaws or artlef association (or equivalent organizational deents) of the Companies or any Contract to which
any of the Companies are a party. There are nobangs, debentures, notes or Indebtedness of ahg @ompanies having the right to vote (or
convertible into, or exchangeable for, securitiagihg the right to vote) on any matters on whicldbos of shares of capital stock of any of the
Companies may vote {/oting Company Debt ”). There are not any options, warrants, calldhtsgconvertible or exchangeable securities, “phrait
stock rights, stock appreciation rights, stock-dgserformance units, Contracts or undertakingswgflkand to which any of the Companies or any
Seller or any affiliate of a Seller is a party grihich any such person is bound (1) obligating efithe Companies to issue, deliver or sell, orseau
to be issued, delivered or sold, additional shefespital stock or other equity interests in, oy aecurity convertible or exercisable for or
exchangeable into any capital stock of or otheitgguoterest in, any of the Companies or any Voi®gmpany Debt or (2) obligating any of the
Companies to issue, grant, extend or enter intcsanii option, warrant, call, right, unit, Contractundertaking. There are not any outstanding
contractual obligations of any Seller or any &fiti of a Seller (including the Companies) to repase, redeem or otherwise acquire any shares of
capital stock of any of the Companies.

(b) Other than the Cristolteq Shares and the QSI ShaoeSompany owns, directly or indirectly, any agumnterest of any person.

SECTION 3.03. No Conflicts; ConsentsThe execution, delivery and performance by easdleSof this Agreement do not, and the
consummation of the Acquisition and the other taatisns contemplated hereby will not, conflict myanaterial respect with, or result in any mat
violation of or default (with or without notice tapse of time, or both) under, or give rise toghtiof termination, cancellation, material modifica
or acceleration of any material obligation or ted@f a material benefit under, or result in theation of any material Lien upon any of the Pureddas
Assets or any of the properties or assets of theganies under, any provision of (i) the organizaiaocuments of any of the Companies, (ii) any
Material Contract, or (iii) any Judgment or Law Apgible to the Business. No material consent ofgegistration, declaration or filing with, any
Governmental Entity is required to be obtained adenby or with respect to the Business in connedtiith the execution, delivery and performance
of this Agreement or the consummation of the Addtjois or the other transactions contemplated herether than the filings set forth on Schedule
V..
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SECTION 3.04. Financial StatementsSection 3.04f the Seller Disclosure Letter sets forth the forona unaudited balance sheets
of the Business as at December 31, 2011 and Jyrg930 (the ‘Balance Sheet ”), and the related pro forma unaudited statementscohie and ca:
flows for the periods then ended (collectively, tHeinancial Statements”). The Financial Statements were derived fromhkibeks and records of the
Sellers and their respective affiliates, have b@epared in conformity with GAAP consistently appli(except for the absence of footnotes and as
otherwise set forth in Section 3.06fithe Seller Disclosure Letter) and fairly presienall material respects the consolidated finanmadition and
results of operations and cash flows of the Busimssof the respective dates thereof and for #gertive periods indicated.

SECTION 3.05. Assets Other than Real Property and Intellectuap&ty Interests (a) The Companies have good and valid title to
all the material assets reflected on the BalaneeStr thereafter acquired, other than the Purch@ssets and those disposed of in the ordinary
course of business since June 30, 2012 (Ba&&dnce Sheet Date "), in each case free and clear of all Liens, exé@pPermitted Liens. The Sellers
have good and valid title to all Purchased Asdegg, and clear of all Liens, except for Permittéelns, and at Closing the Sellers will convey to
Purchaser (or an affiliate designated by Purchager)l and valid title to all such Purchased Asdegg, and clear of all Liens, except for Permitted
Liens. All leases of personal property used or lh@ldise in the Business (each, Befsonal Property Lease ™) are valid, binding and enforceable in
accordance with their respective terms, subjettiédGeneral Enforceability Exceptions. None of@mnpanies nor, to the Knowledge of the Sellers,
any other party to any Personal Property Leasenisaterial breach or default thereunder. To thewdadge of the Sellers, no event has occurred
which with notice or lapse of time or both wouldsenably be expected to constitute a material hreadefault under any Personal Property Lease.

(b) To the extent that any particular matter coverethiy/Section 3.0% covered by Section 3.@8 Section 3.07 thenSection 3.0¢
or Section 3.07 as the case may be, shall prevail with respestith matter.

SECTION 3.06. Real Property Section 3.06(a)f the Seller Disclosure Letter sets forth a listlbreal property and interests in real
property (i) owned in fee by the Companies (indistly, an “Owned Property ”) and (ii) leased, subleased, licensed or otherwiscupied by the
Companies (individually, ateased Property ), in each case used or held for use in the BgsinEhe Companies have (i) valid, marketable fee
simple title to all Owned Property, and (ii) a @alléasehold interest in all Leased Property (an €iNProperty or Leased Property being sometimes
referred to herein, individually, as @&8tsiness Property ), in each case free and clear of all Liens, exéep(i) such Liens as are set forth in Section
3.060f the Seller Disclosure Letter and (ii) Permittéens. Subject in all respects to the provisionSeétion 5.0%ereof, upon the consummation of
the Acquisition and the other transactions contategl hereby, the Purchaser or an affiliate deséghlay Purchaser shall hold and possess a valid
leasehold interest in, license to or other rightdoupy, as applicable, each Leased Property fréelaar of all Liens, except for (i) such Liensaas
set forth in_Section 3.06f the Seller Disclosure Letter and (ii) Permittéens. The Sellers have delivered or made avaitabRurchaser, prior to the
date hereof, true, correct and complete copiedl of a
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existing title insurance policies, title insurarcmenmitments, title reports and surveys for the GvMAeperties in the Sellers’ possession. The Seller
have delivered or made available to Purchasern fwithe date hereof, true, correct and complepéesoof all the leases (including any amendments
thereto) for the Leased Properties.

(b) There are no condemnation or similar proceedingslipg, or to the Knowledge of the Sellers, threatemwith respect to any
Owned Property. To the Knowledge of the Sellerstdétare no condemnation or similar proceedingsipgrat threatened with respect to any
Leased Property.

(c) The Business Properties, and their continued wsipancy and operation as currently used, occupiddperated, do not
constitute a nonconforming use under any applicea¥es relating to building, zoning, subdivisionather land use.

(d) The Seller or the Company that is the tenant, swaniie licensee or other occupant under the leabégase, license or other
occupancy agreement for any Leased Property iesagssion of the properties purported to be leasétbased, licensed or otherwise
occupied thereunder, except as forth in Sectio6 & @he Seller Disclosure Letter.

SECTION 3.07. |Intellectual Property

(@) Section 3.00f the Seller Disclosure Letter sets forth a liseach item of Owned Intellectual Property thateigistered with, or
subject to application for registration with, angv@rnmental Entity or Internet domain name registralicating for each such item the owner
of such item, the registration or application nhumdned the applicable filing jurisdiction (all suitems, collectively, the Registered
Intellectual Property ). None of the material Registered Intellectuabgrty has been adjudged invalid or unenforceablehiole or in part,
and, to the Knowledge of the Sellers, all such Reged Intellectual Property is valid and enforéeab

(b) Except as set forth on Section 3.07¢b}he Seller Disclosure Letter, the Sellers, wihpect to any Owned Intellectual Property
included in the Purchased Assets, and the Companiissrespect to any other Owned Intellectual rop are the sole and exclusive owners
of all such Owned Intellectual Property free arehclof any Liens. There exist no material restiiition the disclosure, use, license or trai
of the Owned Intellectual Property, and the consation of the Acquisition will not alter, encumb@mpair or extinguish any Business
Intellectual Property or any rights of any of then@panies therein. Following the Closing, the Selbard their respective affiliates will not
own, or have any right, title or interest in or amy Intellectual Property reasonably necessarthimiconduct of the Business as currently
conducted, other than the Names.

(c) No item of Business Intellectual Property is licethdy any Seller or any of its affiliates to aniydtparty, except for immaterial
(individually and in the aggregate), non-excludigeenses granted in the ordinary course of busingss Owned Intellectual Property and, to
the Knowledge of the Sellers, the Licensed
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Intellectual Property are not subject to any ouditag order, judgment, decree, investigation oeagrent adversely affecting the use thereof
in the Business or the rights of any of the Comgsithereto. There is no litigation, action, opposijtcancellation, proceeding, objection or
claim pending, asserted or, to the Knowledge ofSkers, threatened against any Seller or anis@ffiliates concerning the ownership,
validity, registerability, enforceability, infringeent, misappropriation, other violation or usearflicensed right to use, any Owned Intellec
Property or, to the Knowledge of the Sellers, aigehsed Intellectual Property. None of the Compania the conduct of the Business, has
infringed, misappropriated or otherwise violated thtellectual Property, or any right therein, of/ahird party in any material respect. To the
Knowledge of the Sellers, no third party has irfed, misappropriated or otherwise violated any Bess Intellectual Property or any right
therein.

(d) The Sellers and their respective affiliates hakenaeasonable steps to maintain the confidentiafitll material Business
Intellectual Property the value of which is congnggupon maintaining the confidentiality thereofdato the Knowledge of the Sellers, no
such Business Intellectual Property has been disdlother than to employees, representatives amtsagf the Sellers and their respective
affiliates all of whom are bound by written confidiality agreements.

SECTION 3.08. No Undisclosed Material LiabilitiesThere are no Liabilities of the Companies oramnection with the Business
or the Purchased Assets, the Sellers, other than:

(@) Liabilities provided for in the Balance Sheet sddsed in the notes thereto;

(b) Liabilities incurred in the ordinary course of mess as described in Section 3.0&(tthe Seller Disclosure Letter;
(c) Liabilities incurred since the Balance Sheet Datthe ordinary course of business;

(d) the Assumed Liabilities; and

(e) other undisclosed Liabilities which, individually im the aggregate, would not reasonably be exgdoteave a Business
Material Adverse Effect.

SECTION 3.09. Contracts

(@) Except as set forth in Section 3.0Bthe Seller Disclosure Letter and except to tkterg constituting an Employee Plan, none of
the Companies is, and, with respect to the Busjmes® of the Sellers is, a party to or bound by, the Purchased Assets do not include:

(i) any lease, sublease, license or occupancy agredéoneatl property or leases for personal propproviding for annual
base or fixed rentals of $500,000 or more;
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(i) any Contract providing for either (a) annual paytadsy the Business of $250,000 or more or (b) aggeepayments by
the Business of $1,000,000 or more (including cay@nt milestone or royalty payments);

(i) any Contract providing for either (A) annual paytseio the Business of $250,000 or more or (B) aggfeepayments to
the Business of $1,000,000 or more (including cay@nt milestone or royalty payments);

(iv) any partnership, joint venture or other similar €act;
(v) any stockholders, investors rights, registratights or similar Contract;

(vi) any Contract relating to the acquisition or disposiof any business or person (whether by megge, of stock, sale of
assets or otherwise), in each case, pursuant hvaimy Company has any ongoing material Liabilities

(vii) any Contract granting any person an option or lat i first refusal or first offer or similar prefential right to purchase
or acquire any Purchased Asset or any Subject §hare

(viii)  any so-called “requirements” Contract requiring &ompany to purchase its requirements or a spdaifi@imum
amount of a particular raw material, resource odpct from a particular supplier or suppliers,@ptrchase all or substantially all of
the output or production of a particular supplier;

(ix) any Contract involving interest rate or foreignremcy swaps, commodity swaps, options, caps, solfeadges or
forward exchanges, or other similar agreementsrddgss of whether entered into for the purposdgedging, investment or
otherwise;

(x) any Contract relating to Certified Indebtedness;

(xi) any mortgage, deed of trust, pledge, security ageeé note, loan agreement or other instrumenttigigaa material Liel
on any Purchased Asset or Subject Shares, in eaeh ather than a Permitted Lien;

(xii) any Contract (including so-called “take-or-pay™keep-well” Contracts) under which (A) any persashirectly or
indirectly guaranteed Indebtedness or Liabilititamy Company, or (B) any Company has directlyndiirectly guaranteed
Indebtedness or Liabilities of any person;

(xiii)  any agency, dealer, sales representative, brakderf marketing or other similar agreement prawdior (a) annual
payments by the Business of$250,000 or more caidbjegate payments by the Business of $1,000,00®r;
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(xiv)  any Contract containing “most favored nation” pgiens;

(xv) any Contract with a Related Party of a Seller,udiig any Contract providing for the furnishingsafrvices by, rental «
real or personal property from, or otherwise reaqgipayments to or from, any Related Party of deBebther than Contracts related to
employment arrangements;

(xvi) any Contract pursuant to which any Seller (a) raxor is granted any license, sublicense or atfert to, or covenant
not to be sued under, any Intellectual Propertyith®IATERIAL to the Business (other than any imerél license to off-the-shelf
software available on non-discriminatory pricingns) or (b) grants any license, sublicense or afigét to, or covenant not to be sued
under, any Intellectual Property (other than any-arclusive license of Intellectual Property granitethe ordinary course of
business);

(xvii)  any Contract that limits the freedom of the Busines(1) compete in any line of business or with parson or in any
geography, (2) own, operate, sell, transfer, plestgetherwise dispose of or encumber any PurchAsedt or Subject Shares or (3) to
offer or refuse to offer any product to any person;

(xviii)  any Contract with a Governmental Entity; or
(xix)  any other Contract not made in the ordinary coofdmisiness that is MATERIAL to the Business.

(b) The Sellers have made available to Purchaser aat@nd complete copy of each Contract requirdzbtdisclosed pursuant to
Section 3.09(ajcollectively “Material Contracts”). To the Knowledge of the Sellers, each Mate@lahtract is in full force and effect and is
valid, binding and enforceable against the pattiegeto in accordance with its terms, subject é&oGleneral Enforceability Exceptions, and
none of the Sellers nor any Company is in breachadation of, or default under, any Material Catt in any material respect. There is no
pending action or proceeding challenging the vljdinforceability or effectiveness of any Matentract, and to the Knowledge of the
Sellers, no other party to a Material Contractvavided written notice that such party intendsdacel or terminate such Material Contract.

(c) Schedule 3.09(a) identifies each Material Contitaat is, or is the subject of, a Guarantee.
SECTION 3.10. Taxes.

(@) Filing and PaymentExcept as set forth in Section 3.10¢&}he Seller Disclosure Letter: (i) the Sellersl &ine Companies have
timely filed (or received an appropriate extensiétime to file) all Tax Returns required to beellby them in accordance with all applicable
Laws; (ii) all Tax Returns that have been filed evaue and complete in all material respects; &ilifTaxes shown as due on such Tax Returns
have been timely paid, or withheld and remittedhtoappropriate Taxing Authority; and (iv) all ethTaxes in connection with, relating to, or
arising out of the Business for
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which a notice of assessment or demand for payhasbeen received, except for Taxes being contestgubd faith by appropriate
proceedings, have been timely paid, or withheld r@nditted, to the appropriate Taxing Authority.

(b) Procedures and CompliancExcept as set forth in Section 3.10¢bthe Seller Disclosure Letter:

(i) all Company Returns filed through the Tax year endecember 31, 2008 have been examined and closed o
Company Returns with respect to which the applegeriod for assessment under applicable Law, gitérg effect to extensions or
waivers, has expired;

(i) none of the Companies (or any member of any a#itiaconsolidated, combined or unitary group ofclikany of the
Companies is or has been a member) has grantegkgsrysion or waiver of the statute of limitatioresipd applicable to any Company
Return, which period (after giving effect to sucttemsion or waiver) has not yet expired;

(i)  there is no claim, audit, action, suit, proceedingnvestigation now pending or threatened in wgtagainst or with
respect to any Company or any member of any S8Heup in respect of any Tax or Tax Asset;

(iv) there are no requests for rulings or determinatiomespect of any Tax or Tax Asset pending betwagnCompany, on
the one hand, and any Taxing Authority, on the olttaend; and

(v) no Company or member of any Seller Group has redevtax opinion from any third party advisor wiéispect to any
material transaction relating to the Companiesngrraember of any Seller Group, other than a traiwamn the ordinary course of
business.

(c) To the Knowledge of the Sellers, no claim has bmade by any Taxing Authority in a jurisdiction wheéhe Companies do not

file Tax Returns that any Company is or may beextlip taxation by, or required to file any Tax iatin, that jurisdiction.

CLI-2060753v12

(d) Tax Sharing, Consolidation and Similar Arrangemeiiigcept as set forth gn Section 3.1Q(t)he Seller Disclosure Letter:

() no Company has been a member of an affiliated,atidiédéed, combined or unitary group, or made aegt@n or
participated in any arrangement whereby any Tdillig or any Tax Asset of a Company was determiaethken into account for Ti
purposes with reference to or in conjunction witly &ax liability or any Tax Asset of any other pmrs

(i)  no Company is party to any Tax Sharing Agreemerd; a

(i) no liability is currently payable by a Company, aegjess of whether such Tax is imposed on any Camdar the
payment of any amount of
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Tax as a result of being or having been beforeClbsing a member of an affiliated, consolidatednbmed or unitary group, or a pa
to any agreement or arrangement, as a result ahwiability of any Company to a Taxing Authority determined or taken into
account with reference to the activities of anyeotRerson and no liability for the payment of amoant as a result of being party to
any Tax Sharing Agreement; and

(iv)  no Company has entered into any agreement or amaerf with any Taxing Authority with regard to thax liability of

the Companies affecting any Tax period for whidgh @ipplicable statute of limitations, after givirfieet to extensions or waivers, has
not expired.

(e) Certain Agreements and Arrangemenixcept as set forth gn Section 3.1@{Edhe Seller Disclosure Letter: (i) during the two
year period ending on the date hereof, no Companwmy member of any Seller Group was a distrilgutiorporation or a controlled
corporation in a transaction intended to be gowtineSection 355 of the Code; and (ii) no Compaay participated in or cooperated with an

international boycott within the meaning of Sect@8® of the Code or has been requested to domimection with any transaction or
proposed transaction.

(f) PostClosing Attributes Except as set forth on Section 3.1@ffthe Seller Disclosure Letter:

(i) no Company will be required to include for a Pokisthg Tax Period taxable income attributable tmime economically
realized in a Pre-Closing Tax Period, including disributions in a Pre-Closing Tax Period fromeantity that is fiscally transparent

for Tax purposes and any income that would be dible in a PosElosing Tax Period as a result of an accountinghotebr change |
accounting method; and

(i) no Company has requested any extension of timenwithich to file any Company Return and has notfjed such
Company Return.

(g) Certain Elections Except as set forth on Section 3.10ff}he Seller Disclosure Letter the Companies redgeted under
Treasury Regulations Section 301.7701-3 (or otimeitag provision of Tax law) to be treated as dgarled entities for U.S. tax purposes.

(h) For purposes of this Agreement:
“ Company Return ” means any Tax Return of, with respect to or theludes any of the Companies.

“ Seller Group " means any affiliated, consolidated, combinedmtary group (including any affiliated group of porations as
defined in Section 1504(a) of the Code) of whicBedler or any of its affiliates is a member.
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“ Tax " or “ Taxes” shall mean all national, state, county, local migipal, foreign and other taxes, assessmentssiati similar
charges of any kind whatsoever, and includingradiriest, penalties and additions imposed with i@dpesuch amounts.

“ Tax Asset ” means any net operating loss, net capital losgstment tax credit, foreign tax credit, charigatbbduction or any other
credit or tax attribute that could be carried fordvar back to reduce Taxes (including deductiords@edits related to alternative minimum
Taxes).

“ Taxing Authority ” shall mean any Governmental Entity exercising Tegulatory authority.

“ Tax Return ” or “ Tax Returns” shall mean all returns, declarations of estimaaggayments, reports, estimates, information re
and statements, including any related or suppoitifagmation with respect to any of the foregoifitgd or to be filed with any Taxing
Authority in connection with the determination, @ssment, collection or administration of any Taxes.

“ Tax Sharing Agreement ” means any agreement or arrangement (whethertawnitten) entered into prior to the Closing bingliany
of the Companies that provide for the allocatiggp@tionment, sharing or assignment of any Taxlltsior benefit, or the transfer or
assignment of income, revenues, receipts, or dairthe purpose of determining any person’s Talxiligy.

(i) Notwithstanding any other representation or wayraontained in this Article 11| the representations and warranties contained in
this Section 3.1@nd_Section 3.12onstitute the sole representations and warraafithee Sellers relating to Taxes.

SECTION 3.11. Proceedings There are no Proceedings pending or, to the Kedge of the Sellers, threatened against, affecting
relating to the Companies, the Purchased Ass&t8ukiness or the Sellers (in connection with thsilBess or the Purchased Assets) that, (i) if
determined or resolved adversely in accordance tvélplaintiff's demands, would have a materialfyerse effect on, or would reasonably be
expected to be materially adverse to, the Busioe§$ relate to Applicable Anti-Corruption Laws.

SECTION 3.12. Benefit Plans

(@) Section 3.12(apf the Seller Disclosure Letter sets forth a lifritifying each Company Plan and each MATERIAL &dflan.
For purposes of this Agreement:fnployee Plan ” shall mean any change in control, bonus, retenpension, profit sharing, deferred
compensation, incentive compensation, stock owigrstock purchase, stock option, phantom stockitgdpased compensation, post-
employment or retirement, relocation or expatrizaefits, sick leave, vacation, employment, coimgyldisability, death benefit,
hospitalization, medical insurance, life insurangelfare, severance termination notice, terminagimtection or other employee protection,
compensation or benefit plan, agreement, arrangeonemderstanding, in each case whether or ndtemr{i) which is maintained,
administered or contributed to
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by the Sellers or any of their affiliates for thamnt or future benefit of any Business Employeany current or former independent
contractor, director or employee of the Companig@)ofor which the Companies have any directrairect liability. The most current copies
(or summaries of if such plan is not written) ofle&ompany Plan and all amendments thereto hawvefbeg@shed to Purchaser, and a
summary of the MATERIAL terms of each MATERIAL S&llPlan and all amendments thereto through theaddkés Agreement has been
furnished to Purchaser. For each Company PlarGéhers have furnished to Purchaser, copies afpplcable (A) all trust agreements,
insurance contracts or other funding arrangemerdsaanendments, (B) the current prospectus or suynpian description, (C) the most

recent governmental or regulatory approval or djgalion letters or certificates, (D) the annuapleport and any attachments thereto for the
most recent year, (E) all current administratived ather service contracts and amendments therétathiid-party service providers and (F)
current employee handbooks, manuals and policesh Employee Plan maintained outside of the Uriitiadies shall be aNon-US

Employee Plan.”

(b) Each Employee Plan has been administered and nm&dten material compliance in accordance withetsns and applicable
Law. No Proceeding (other than routine claims feméfits) is pending against or involves or, to$edlers’ Knowledge, is threatened against
or threatened to involve, any Employee Plan bedone Governmental Entity that could result in th@asition of any material Liability on
Purchaser or any of its affiliates.

(c) Each Non-US Employee Plan intended to be qualifisdier applicable Law or regulation for special tteatment and other
purposes meets the requirements for such qualditaind treatment. Each Employee Plan intendee iguialified under Section 401(a) of the
Code has been determined by the Internal Revenwic&¢o be so qualified, and each trust createcettmder has been determined by the
Internal Revenue Service to be exempt from tax utideprovisions of Section 501(a) of the Code.HHamployee Plan required to be funded
and/or book reserved pursuant to its terms or eqiplie Law is fully funded and/or book reservedagropriate. All required payments to all
Business Employees and third parties (includingl§jmovernmental programs and insurers and ottmfib@roviders) in respect of benefits
rights and entitlements accrued or partially acdra® of Closing have been fully funded or proviftadincluding all Liabilities for current,
future and contingent compensation, benefits, sigimid payments to Business Employees. The Compaaiesmaterially complied with
applicable Law with respect to each plan, arrangemepolicy mandated by applicable Law (includpigns or programs maintained by a
Governmental Entity requiring the payment of sotialirance taxes or similar contributions to a fohd Governmental Entity with respeci
wages of an employee).

(d) The Sellers have not incurred any unsatisfied Llitgtib any Government Entity with respect to anyjoyee Plan that could
result in the imposition of any material Liabilion Purchaser or any of its affiliates.

(e) Except as set forth in Section 3.12¢¢the Seller Disclosure Letter, neither the exiecuof this Agreement nor the
consummation of the transactions
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contemplated hereby (either alone or together aiith other event) will (i) entitle any Business Eoy@e or any current or former director,
independent contractor or employee of any of then@amnies to any payment or benefit, including anyuso retention, severance, retirement
or job security payment or benefit, (ii) accelerdue time of payment or vesting or trigger any pawtror funding (through a grantor trust or
otherwise) of compensation or benefits under, orgase the amount payable or trigger any othegatidin under, any Employee Plan or (iii)
except as so limited or restricted by applicablerLiamit or restrict the right of any of the Compes or, after the Closing, Purchaser, to m¢
amend or terminate any Company Plan.

(f)  No Employee Plan provides or promises any post-eynpént or postetirement medical, dental, disability, hospitatiaa, life or
similar benefits (whether insured or self-insuredany Business Employee or any current or fornreictbr, independent contractor or
employee of any of the Companies (other than cgeenaandated by applicable Law).

SECTION 3.13. Absence of Changes or Events

(@) From the Balance Sheet Date until the date heeaah of the Sellers and each of the Companiesdenducted the Business
only in the ordinary course consistent with pascfice, and there has been no change or develophatritas had or would reasonably be
expected to have a Business Material Adverse Effect

(b) From the Balance Sheet Date until the date hetle®fe has not been any action taken by any SellenyCompany that, if tak
during the period from the date of this Agreeménbagh the Closing Date without Purchaser’s conseotild constitute a breach of Sections

5.01(iv), (vi), (vii) , (viii) , (iX) , (X), (xiii) or (xiV) .
SECTION 3.14. Compliance with Applicable Laws; Permits

(@) None of the Sellers nor any Company is in violatibor, since January 1, 2010 has violated, inraajerial respect any
applicable Law relating to any Company, the Busihdse Purchased Assets or the Subject Shares.diohe Sellers nor any Company has
received any written notice since January 1, 2048 fa Governmental Entity that alleges that theifiss is not in compliance in any mate
respect with any applicable Law. There is no matdtidgment of any Governmental Entity outstandigginst any Seller or any Company
relating to the Business, or to which the Purchasesibts or the Subject Shares are subject. Toxteatehat any particular matter covered by
this Section 3.14s covered by Section 3.13.12, 3.150r 3.22, then_Section 3.103.12, 3.150r 3.22, as the case may be, shall prevail with
respect to such matter.

(b) A Company has all material governmental permitgrises, franchises, certificates, variances, exengptexceptions, orders a
other governmental authorizations, consents, aeasaand approvals reasonably necessary to cotiduBusiness as presently conducted
(collectively, the “Permits™). A Seller or a Company has filed or caused tdilled all reports, notifications and filings witand has paid all
regulatory fees to, the applicable GovernmentaitfEnecessary to maintain all of the
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Permits in full force and effect. Except as setifan_Section 3.14(l)f the Seller Disclosure Letter, (i) the Permits aalid and in full force
and effect, (ii) to the extent held by a Selleg Bermits are transferable and assignable, (iiBelter nor any Company is in material default
under, and no condition exists that with noticéapise of time or both would constitute a materegfbdlt under, the Permits and (iv) none of
the Permits shall be terminated or impaired or bexterminable, in whole or in part, as a resutheftransactions contemplated hereby.

SECTION 3.15. Environmental MattersNotwithstanding any other representation or wagraontained in this Article 11] the
representation and warranties contained in_thisidde8.15constitute the sole representations and warraotidge Sellers relating to any
environmental matters. Except as set forth in 8a@i150f the Seller Disclosure Letter:

(@) the Companies, the Purchased Assets, the Busindgh@ Sellers (in connection with the Businessthrd?urchased Assets) are
and have been since January 1, 2010 in materigblcamee with all applicable Environmental Laws d@hd Companies and the Sellers (in
connection with the Business and the Purchased#ds&ve obtained and are in material compliande all Permits required under
Environmental Laws;

(b) none of the Sellers nor any of the Companies taswed any written claim or notice concerning arstenial violation or allege
material violation of any applicable Environmeritalv or concerning Hazardous Materials, in each cals¢ing to the conduct of the
Companies or their current or former propertiesimess or facilities (including the Business arelRlurchased Assets) since January 1, 2010,
except for matters that have been resolved or@tenger outstanding;

(c) there are no material Environmental Liabilitiesofrelating to the Companies or the Sellers (imemtion with the Business or
the Purchased Assets) of any kind whatsoever, wheitcrued, contingent, absolute, determined, mhéteble or otherwise, and there are no
facts, conditions, situations or sets of circumstgnwhich could reasonably be expected to resuolt e the basis for any such Environmental
Liability;

(d) there are no material Judgments outstanding, areebings pending, or to the Knowledge of the Setlereatened, concerning
compliance of the Purchased Assets, any Compathedsellers (in connection with the Business otbechased Assets) with any
Environmental Law or relating to Hazardous Materiaxcept for matters that have been resolvedeon@tonger outstanding;

(e) except as would not reasonably be expected totriesalmaterial Liability to the Companies, no Hailtaus Material has been
discharged, disposed of, arranged for disposal paéwaiminjected, pumped, deposited, spilled, leakettted, released or threatened to be
released either (i) by any Company or the Seliersgnnection with the Business or the Purchases#} or (i) at, into, through, under, on
or from any
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Purchased Asset, property or facility now or pregly owned, leased or operated by the Companies; an

(f) there has been no written environmental investigattudy, audit, test, review or other analysisduwted of which any Seller
has Knowledge and possession of in relation td@t@ness, the Purchased Assets or the currentasrbusiness of the Companies or any
property or facility now or previously owned, leds# operated by any of the Companies which habeeh made available to Purchaser at
least ten days prior to the date hereof.

(g) Boliden Kokkola Oy (“Boliden ") is legally obligated under the terms of the Bleln Permit to accept, in a manner as described
in the Boliden Permit, the discharge into the s&ftbond owned by Boliden of wastewater generatethé operations of OMG Kokkola
Chemicals. Boliden does not have the right to etosaccept such wastewater discharge, or MATERME&duce the quantity or
MATERIALLY change the content criteria of such weastter discharge that it accepts, without firsaobihg from a Governmental Entity a
major permit revision to the Boliden Permit allogiit to do so.

SECTION 3.16. Labor RelationsSection 3.16(adf the Seller Disclosure Letter sets forth a Isbathe date of this Agreement of

Labor Agreements. The Sellers have made availaldRutchaser true and correct copies of each Lagogefnent and any amendments thereto
through the date of this Agreement. To the Sellér®wledge, other than such Labor Agreement, thasenot been any organizational campaign,
petition or other unionization activity seeking @gaition of a labor representative, council or eclive bargaining unit relating to any Business
Employee. None of the Sellers nor the Companieddilasl to comply with any material provision ofyababor Agreement, and there are no
grievances, unfair labor practices or similar ckimutstanding against the Sellers or the Compamidsr any such agreement.

(b) Except as set forth in Section 3.16@bxhe Seller Disclosure Letter, the consent orsadtation of, or the rendering of formal
advice by, any labor or trade union, works couacibther employee representative body is not requior the Sellers to enter into this
Agreement or to consummate any of the transactiontemplated hereby.

(c) The Sellers and the Companies are in material danmge with all applicable Laws relating to labodamployment, including
those relating to labor management relations, wagms's, overtime, employee classification, disanation, sexual harassment, civil rights,
human rights, affirmative action, work authorizatiommigration, safety and health, information pdy and security, workers compensation,
continuation coverage under group health plansevmyment and the payment and withholding of taxes.

(d) The consummation of the transactions contemplagetiie Agreement will not entitle any third paripgluding any labor union
or labor organization) to any material paymentseurathy of the Labor Agreements. None of the Setletbe

21

CLI-2060753v12




Companies has committed any unfair labor practind,there is no audit, investigation, charge orglaimt against any of the Sellers or an
the Companies relating to the Business by a Goventsth Entity pending or, to Knowledge of the Saljéhreatened. There is no labor strike,
work stoppage, slowdown, picketing, lockout or digppending or, to the Knowledge of the Sellengdtened against or affecting the Sellers
or the Companies.

SECTION 3.17. Sufficiency of the AssetsThe assets owned or leased by the Companiesh&geith the Purchased Assets as of
the Closing and the services and other rights fprbeided to Purchaser pursuant to the TransitenviSes Agreement, constitute all of the property
and assets necessary to conduct the Businessnvagdtial respects as currently conducted.

SECTION 3.18. Products Each of the products produced or sold by theiss is, and at all times up to and including tie s
thereof has been, in compliance in all materigbeess with all applicable Laws.

SECTION 3.19. Insurance Coveragelhe Sellers have furnished to Purchaser all arsee policies and fidelity bonds relating to the
Purchased Assets, the Subject Shares, the Businges Companies and/or any of their respectivie@f and employees (thd?blicies”) that are
currently in effect as of the date hereof and lalines paid and pending under such Policies asefittie hereof. No underwriter of any of the Padicie
has questioned, disclaimed, denied, disputed erved in writing any material right with respectarticular claim under any such Policy or such
Policy itself. The Sellers and the Companies haselased and declared all MATERIAL facts with resip® the Policies to the respective
underwriters thereof. All premiums payable underRwolicies have been timely paid and each of thierSeand each of the Companies have othet
complied in all material respects with the termd aanditions of all such Policies. To the Knowleade&ellers, there is no threatened termination of,
premium increase with respect to, or material atten of coverage under, any of the Policies. Thke® and the Companies are insured parties
eligible to make claims under the applicable Pefiavith respect to events or conditions occurringxisting on or before the Closing Date.

SECTION 3.20. Affiliate Transactions Other than (i) as set forth in Section 3dt@he Seller Disclosure Letter, or (ii) as desedb
in the Financial Statements, there are no matgaabsactions or agreements between the Compami¢semne hand, and a Related Party, on the
hand, that require the fulfillment of any matepdligations, liabilities or payments by the Companon or after the Closing Date. To the Knowledge
of the Sellers, none of any Seller, any Compargngrof their respective Related Parties controis ardirector or executive officer of any persbat
is a MATERIAL customer, supplier, lessor, lesseshtdr, creditor or competitor of the Business. i@ Knowledge of the Sellers, no Related Pari
any Seller or any Company (A) owes any money toSeller or any Company as it relates to the Busittegt will be outstanding on or after the
Closing Date or (B) has any interest in any prope#gal or personal, tangible or intangible, usedri pertaining to the Business.

SECTION 3.21. Brokers. Except for BNP Paribas Securities, whose feesapdnses will be paid by the Sellers or theiliafés
(other than the Companies), no broker,
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investment banker, financial advisor or other periscentitled to any broker’s, finder's, financ&dvisor’s or other similar fee or commission in
connection with the transactions contemplated yAlgreement based upon arrangements made bylwetaif of the Sellers, any affiliate of the

Sellers or the Companies.

SECTION 3.22. Compliance with Applicable ACorruption Laws

(@) The Sellers and the Companies have since Januaf0®, conducted the Business in accordance withpalicable Anti-
Corruption Laws.

(b) The accounts, books and records of the Compan@&sately reflect, in reasonable detail, the charaahd amount of the
transactions of the Companies in connection wighBhsiness, other than any inaccuracies that duiolete applicable Law.

(c) None of the Companies has or has had or maintainee January 1, 2010 any bank or other financieant that is not or was
not disclosed in the books and records of theyetitdat owned the account or accounts.

(d) With respect to the Companies, the Purchased Aardtthe Business, since January 1, 2010 the Sélere applied internal
controls and procedures effective to prevent, deted deter violations of all applicable Laws, udihg Applicable Anti-Corruption Laws.

(e) None of the shareholders, directors or officerargf of the Companies is currently or has sinceani, 2010 been a
Government Official, nor has any Government Offibiad a direct financial interest in any of the Quamies.

SECTION 3.23. Customers and Supplier§ection 3.23f the Seller Disclosure Letter sets forth a listh@ names of (i) the ten
largest customers and (i) the five largest suppl{eneasured by dollar volume of purchases or saleach case) of the Business during the years
ended December 31, 2010 and December 31, 201hariidt¢al period ended June 30, 2012, and the ggresales to or purchases from such en
during such periods. Except as set forth in Se@i@8of the Seller Disclosure Letter, since January0lLQ2 no Seller or Company has engaged ir
material dispute related to the Business with arh<ustomer or supplier, and no such customeupgplier has notified any Seller or Company th
intends to terminate or materially alter its redaghip with the Business or stop or materially dase the rate of buying products and services ting

Business or supplying materials, products or sesvio the Business.

ARTICLE IV

Representations and Warranties of Purchaser

Purchaser hereby represents and warrants to tleesSas of the date of this Agreement and as o€tbsing Date as follows:
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SECTION 4.01. Organization, Standing and Powd?urchaser is organized and validly existing urtider_Laws of the jurisdiction in
which it is organized and has full corporate poased authority to own the Purchased Assets andubg& Shares. The Purchaser has made ave
to the Sellers complete copies of its organizatidoauments and all such organizational documenetsnafull force and effect.

SECTION 4.02. Authority; Execution and Delivery; EnforceabilityPurchaser has full power and authority to exethige
Agreement and to consummate the Acquisition andther transactions contemplated hereby. The eixecand delivery by Purchaser of this
Agreement and the consummation by Purchaser dk¢heisition and the other transactions contemplat@by have been duly authorized by all
necessary corporate action by Purchaser. Purchasetuly executed and delivered this Agreementtlzind\greement constitutes its valid and
binding obligation, enforceable against it in aczorce with its terms subject to the General Enfditidy Exceptions.

SECTION 4.03. No Conflicts; ConsentsThe execution, delivery and performance by Pigehaf this Agreement do not, and the
consummation of the Acquisition and the other taatisns contemplated hereby and compliance by Baectwith the terms hereof will not conflict
with, or result in any violation of or default (Wwibr without notice or lapse of time, or both) unde give rise to a right of termination, cancgéda or
acceleration of any material obligation or to lo§s material benefit under, or result in the dogabr imposition of any Lien upon any of the
properties or assets of Purchaser or any of itsigdiasies under, any provision of (i) the organima&l documents of Purchaser, (ii) any Contract to
which Purchaser is a party or by which any of igperties or assets is bound, or (iii) any Judgroehiaw applicable to Purchaser or its properties o
assets other than in the case of clauses (iijiprdiich items that have not had and would nos@aably be expected to have, individually or in the
aggregate a Purchaser Material Adverse Effect.dfsent of, registration, declaration or filing witr action by, any Governmental Entity is requ
to be obtained or made by or with respect to Pwehizn connection with the execution, delivery aediormance of this Agreement or the
consummation of the Acquisition or the other tratisms contemplated hereby, other than the filisgsforth on Schedule IV

SECTION 4.04. Proceedings There are no Proceedings pending or, to the Kedgéd of Purchaser, threatened against, affecting or
relating to Purchaser or any of its affiliates thifatletermined or resolved adversely to Purchassuch affiliate, would reasonably be expected to
have a Purchaser Material Adverse Effect.

SECTION 4.05. Securities Law ComplianceThe Subject Shares purchased by Purchaser ptitsuhis Agreement are being
acquired for investment only and not with a vievatty public distribution thereof, and Purchasetlsta offer to sell or otherwise dispose of the
Subject Shares so acquired by it in violation of ehapplicable securities Laws.

SECTION 4.06. Availability of Funds. At the Closing, Purchaser will have cash avadlablan amount sufficient to enable it to pay
to the Sellers the Base Purchase Price and tolpather fees and expenses of Purchaser relatdetAcquisition. Purchaser will have, from time to
time when due, cash available in an amount suffidie enable it to pay to the Sellers any Earnaytnfent. Purchaser expressly acknowledges and
agrees that its
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obligations hereunder, including its obligationctmsummate the Acquisition, are not subject ta@omditioned on, receipt of financing.

SECTION 4.07. Solvency. Subject to the accuracy of the representatiodsaaranties set forth in Article dnd_Article Ill, (a)
immediately after giving effect to the transacti@esitemplated by this Agreement, the Companiesbeilable to pay their respective debts as they
become due and will own property which has a faleable value greater than the amounts requirgdydheir respective debts (including a
reasonable estimate of the amount of all contintigbilities) and (b) Purchaser has and, immedyaadter giving effect to the transactions
contemplated by this Agreement, the Companieshaile adequate capital to carry on their respebiiginesses. No transfer of property is being
made and no obligation is being incurred in corinaatith the transactions contemplated by this &gnent with the intent to hinder, delay or defi
either present or future creditors of Purchaséh@iCompanies.

SECTION 4.08. Brokers. No broker, investment banker, financial advisoother person is entitled to any broker’s, finder’
financial advisor’s or other similar fee or comnssin connection with the transactions contempldit this Agreement based upon arrangements
made by or on behalf of Purchaser.

SECTION 4.09. Purchaser Investigation and Relian€archaser is a sophisticated purchaser and hds itiseown independent
investigation, review and analysis regarding thenBanies, and the transactions contemplated hendbgh investigation, review and analysis were
conducted by Purchaser together with expert adviat it has engaged for such purpose. Purcheddtsarepresentatives have been provided with
access to the properties, offices, plants and d#tedities, books and records of the Companiesathdr information that they have requested in
connection with their investigation of the Companiand the transactions contemplated hereby. Psgcignot relying on any statement,
representation or warranty, oral or written, expresimplied, made by the Sellers or their affégbr representatives, except as expressly sht fort
under_Article IVhereto. Neither the Sellers nor any of their &ffés or representatives shall have any liabilitpuechaser or any of its affiliates or
representatives resulting from the use of any médion, documents or materials made available totaser, whether orally or in writing, in any
confidential information memoranda, “data roomsdmagement presentations, due diligence discussidnsany other form in expectation of the
transactions contemplated by this Agreement. NettieeSellers nor any of their affiliates or regmesitives are making, directly or indirectly, any
representation or warranty with respect to anyvess, projections or forecasts involving the Comg Purchaser acknowledges that there are
inherent uncertainties in attempting to make swstimates, projections and forecasts and that @stilll responsibility for making its own evaluatio
of the adequacy and accuracy of any such estimaiggctions or forecasts (including the reasonase of the assumptions underlying any such
estimates, projections and forecasts). Purchageoadedges that, should the Closing occur, Purahstsal acquire the Subject Shares and the
Purchased Assets without any representation orwarias to merchantability or fitness for any martir purpose, and on an “as is” and “where is”
basis, except as expressly set forth under Arfi¢lbereto. Nothing in this Section 4.89intended to modify or limit (x) any of the repentations or
warranties of the Sellers set forth under Artidfehlereto or (y) any liability of the Sellers or anfytloeir affiliates for fraud.
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ARTICLE V

Covenants

SECTION 5.01. Covenants Relating to Conduct of BusineExcept as set forth in Section 5@fithe Seller Disclosure Letter or as
required by applicable Law or as otherwise expygsstmitted or required by the terms of this Agreaemfrom the date of this Agreement to the
Closing, the Sellers shall cause the Business twbducted in the usual, regular and ordinary eimsubstantially the same manner as previously
conducted and, to the extent consistent therewdth all reasonable best efforts to (w) keep inteeBusiness, keep available the services of curren
Business Employees, (x) preserve the Businesgiioathips with customers, suppliers, licensocgrisees, distributors and others with whom it
deals, (y) maintain in effect all of its Permitglgz) manage its working capital (including theitimmof collection of accounts receivable and of the
payment of accounts payable and the managememvaftory) in the ordinary course in the same maasegrreviously conducted. In addition (and
without limiting the generality of the foregoingxcept as set forth in Section 5@¥ithe Seller Disclosure Letter or as required pyligable Law or
with respect to the Business as otherwise expr@sstyitted or required by the terms of this Agreetthe Sellers shall not, and shall not permit the
Companies, to do any of the following without thpwritten consent of Purchaser (such consentabe unreasonably withheld, delayed or
conditioned):

() amend any of the organizational documents of arth@Companies;

(i)  with respect to the Companies, (A) redeem or otleernacquire any shares of capital stock or issyecapital stock or
any option, warrant or right relating thereto oy aecurities convertible into or exchangeable for shares of capital stock or (B)
amend any term of the Companies’ securities (whdthenerger, consolidation or otherwise);

(i)  establish, adopt or amend any Employee Plan (opkythat would be a Employee Plan if adoptedepkto the extent
such action would not increase liabilities withpest to such Business Employees or enter into,tadgtend (beyond the Closing
Date), renew or amend any Labor Agreement;

(iv) except as required to comply with applicable Laabar Agreement or any Employee Plan, (A) with respeany
Business Employee whose annual base compensatierdx$100,000, (1) grant or increase any severteemination pay (or
amend any existing severance pay or terminatiaangement or policies), (2) enter into any employitnéeferred compensation or
other similar agreement (or amend any such existirgement), (B) increase compensation, bonusher benefits payable to any
Business Employee, except for increases in thenargicourse of business consistent with past et Business Employees at an
annualized compensation level of $100,000 or [@saccelerate the payment of any bonus or othewats or (D) hire or transfer
employees into or out of the Business, except éov hires at an annualized base
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compensation level of $100,000 or less in the @wgirtourse of business consistent with past pegctic
(v) grant any Lien other than a Permitted Lien;
(vi) make any change in any method of accounting oruatttgy practice or policy other than those requitg dGAAP;

(vii) acquire, directly or indirectly, by merging or colidating with (with respect to the Companies)pgrmpurchasing a
substantial portion of the assets of, any busioessy corporation, partnership or other businegarization or division thereof or
otherwise acquire any assets other than (A) Invgritothe ordinary course of Business in the saraamer as previously conducted
and (B) acquisitions with a purchase price (inabgdassumed indebtedness for borrowed money) tlest oot exceed $250,000
individually or $1,000,000 in the aggregate;

(viii)  make or incur any capital expenditure or any oliige or liabilities in respect thereof, that id oarrently approved or
budgeted and that, individually, is in excess dd&B00 or make or incur any such expenditures wliicthe aggregate, are in excess
of $1,000,000;

(ix) sell, lease, license, sublicense, allow to lapsandon or otherwise dispose of any of its assatsafe (A) Purchased
Assets, except the sales of Inventory in the orglicaurse of business in the same manner as pyioanducted or (B) the
Companies’ assets, securities, properties, inemrdtusinesses, except (1) inventory and obsotetgcess equipment sold in the
ordinary course of business and (2) sales of gsstarities, properties, interests or busines#sansale price (including any related
assumed Indebtedness) that does not exceed $250¢d)dually or $500,000 in the aggregate;

(x) other than in connection with actions permittedSgtion 5.01(viijor Section 5.01(viii) make any loans, advances or
capital contributions to, or investments in, anlyastperson, other than in the ordinary course sirt@ss consistent with past practice;

(xi) create, incur, assume, suffer to exist or otherleséable with respect to any indebtedness fordveed money with
respect to the Business or guarantees thereof thteiindebtedness for borrowed money that is tpdie off in full at or prior to the
Closing;

(xii)  (A) enter into any agreement or arrangement thatdior otherwise restricts in any material resgegt Company, the
Business or successor thereto (including, followthrey Closing, Purchaser and its affiliates) frorgaging or competing in any line of
business, in any location or with any person orgigr into, amend or modify in any material re$pederminate any Material
Contract (or Contract following which amendmentwdification such
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Contract would be considered a Material Contréetjuding the Contract set forth in Section 5.0148df the Seller Disclosure Letter
(the “ Subject Agreement "), or otherwise waive, release or assign any nteghts, claims or benefits of the Companies;

(xiii)  settle, or offer or propose to settle, any Proaggdivolving or against any Company, the Busingss Purchased
Assets or the Subject Shares, except for any sttbraent providing only for payment of monetaryndaes in an amount less than
$250,000;

(xiv)  make, revoke or change any Tax election, changeanyal tax accounting period, adopt or changenzetod of tax
accounting, amend any Tax Returns or file claimsTfax refunds, enter any closing agreement, enterany agreement relating to
Taxes, settle any Tax claim, audit or assessmgtene or waive the application of any statute wiitation regarding the assessment or
collection of any Tax or surrender any right tormla Tax refund, offset or other reduction in Tebllity; or

(xv) authorize any of, or commit or agree to take, wheth writing or otherwise, to do any of, the fooégg actions.

SECTION 5.02. Access to Information; Cooperatioifa) The Sellers shall, and shall cause theilia#is (including Companies) to,
during the period prior to the Closing (i) affoRurchaser and its representatives reasonablesaegesn reasonable notice during normal business
hours, to all the properties, facilities, booksn@acts, Tax Returns and records of the Compamiédhee Sellers (but only to the extent they refate
the Business, the Purchased Assets and the S@bjerts), (ii) furnish promptly to Purchaser, atdRaser’s expense, any information concerning the
Business as Purchaser may reasonably requesttircase, to the extent related to consummationeoAtquisition;_provided however, that such
access does not unreasonably disrupt the normedtiges of the Business and shall not include amying of environmental media, including but
not limited to soil, surface water, groundwateddaor air or ambient air and (iii) instruct the emy#es, counsel and financial advisors of the Seller
and the Companies to reasonably cooperate witthBsiec with respect to the foregoing; providédwever, that Purchaser shall be responsible for
the reasonable out-of-pocket expenses incurrecebgrS and the Companies in connection with theigliance with this Section 5.02(a)

(b) On and after the Closing Date, subject to Secti6B(®), the Sellers shall, and shall cause their aféBab, afford promptly to
Purchaser and its representatives, at Purchasgrense, reasonable access, upon reasonable natiog dormal business hours, to their
properties, books, Tax Returns, records, emplogadsauditors, in each case to the extent reasonabBssary for Purchaser or any of its
affiliates in connection with any audit, investiigat, dispute or litigation relating to any Compattye Business, the Purchased Assets, the
Assumed Liabilities or the Subject Shares (sulifeproviding such assurances, releases, indemoitieher agreements as accountants may
require);_provided however, such investigation, dispute or litigation does inwolve any Seller or
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any of their affiliates; providegdfurther, that such access does not unreasonably disrpiottmal operations of the Sellers or their ati#l&a

(c) The Sellers shall, and shall cause their affiliaesnaintain the books and records retained bythaed relating to the
Companies, the Business, the Purchased Assetastiuened Liabilities and the Subject Shares, féeat five years after which the Sellers
and their affiliates shall have the right to maimtand/or destroy such books and records in thodér discretion, subject to the requirements of
applicable Law.

SECTION 5.03. Confidentiality. (a) Purchaser acknowledges that the informat@ngoprovided to it in connection with the
Acquisition and the consummation of the other taatisns contemplated hereby is subject to the teini$ a confidentiality agreement between
Lundin Mining Corporation and OMG dated June 14,28nd (ii) a confidentiality agreement betweerepmt-McMoran Copper & Gold and OMG
Inc. dated June 14, 2012 (together with the confidéty agreement referred to in clause (i), thechfidentiality Agreements”), the terms of which
are incorporated herein by reference. Effectivenypmd only upon, the Closing, the Confidentialigreements shall terminate with respect to
information relating solely to the Business; predd however, that Purchaser acknowledges that the obligatbesnfidentiality and non-disclosure
with respect to any and all other information pced to Lundin Mining Corporation and Freeport-MclioiCopper & Gold Inc. by the Sellers
Representatives concerning the Sellers or an @fftliates (other than the Companies) shall cargito remain subject to the terms and conditidi
the Confidentiality Agreements after the Closingéantil such time as the information is no londeemed to be Confidential Information (as that
term is defined in the Confidentiality Agreements).

(b) After the Closing, the Sellers shall hold, and kbalise their affiliates to hold, and each shadl itss reasonable best efforts to
cause its officers, directors, employees, accotsitanunsel, consultants, advisors and agentslth inoconfidence, unless compelled to
disclose by applicable Law, all confidential docuntseand information concerning the Companies, th&iriess, the Purchased Assets, the
Assumed Liabilities or the Subject Shares, exdegt $uch information may be disclosed to the extamtfidential Information (as that term is
defined in the Confidentiality Agreements) is peted to be disclosed pursuant to the Confidenji@dljreements. The obligation of the
Sellers and their affiliates to hold any such infation in confidence shall be satisfied if theyreise the same care with respect to such
information as they would take to preserve the idenftiality of their own similar information.

SECTION 5.04. Notices of Certain EventsThe Sellers and Purchasers shall promptly nttiéyother parties hereto of:

(i) any notice or other communication from any persodding any labor organization, union or otheniar entity)
alleging that the consent of such person is or beagequired in connection with the transactionsewmplated by this Agreement; and
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(i)  any notice or other communication from any GovemtalkEntity in connection with the transactions tesnplated by
this Agreement

SECTION 5.05. Reasonable Best Effortga) Prior to the Closing, Purchaser and the Beflball use their respective reasonable best
efforts to take, or cause to be taken, all actiand, to do, or cause to be done, all things nepgggs@per or advisable under any applicable Laws t
consummate and make effective in the most expeditivanner possible the transactions contemplatédidygreement including (i) the preparation
and filing of all forms, registrations and notigeguired to be filed to consummate the transactiomsemplated by this Agreement, (ii) the
satisfaction of the other parties’ conditions togammating the transactions contemplated by thieémgent, (iii) taking all actions reasonably
necessary to obtain (and cooperating with eachr athebtaining) any consent, authorization, ordeapproval of, or any exemption by, any third
party, including any Governmental Entity (whichians shall include furnishing all information reced under applicable Antitrust Laws and in
connection with approvals of or filings with anjhet Governmental Entity) required to be obtainechade by Purchaser, the Sellers and the
Companies or any of their respective affiliatesannection with the transactions contemplated s/Algreement or the taking of any action
contemplated by this Agreement, and (iv) the exenwtnd delivery of any additional instruments reseey to consummate the transactions
contemplated by this Agreement and to fully camy the purposes of this Agreement. Additionallycteaf Purchaser, the Sellers and the Companies
shall use all reasonable best efforts to fulfillcnditions precedent to the Acquisition and shatltake any action after the date of this Agreeme
that would reasonably be expected to materiallgyd#ie obtaining of, or result in not obtainingy grermission, approval or consent from any
Governmental Entity necessary to be obtained poithe Closing.

(b) Prior to the Closing, each party shall promptly sudhwith the other parties to this Agreement wihpect to, provide any
necessary information with respect to (and, inchee of correspondence, provide the other padiahé€ir counsel) copies of), all filings me
by such party with any Governmental Entity or attyeo information supplied by such party to, or espondence with, a Governmental Er
in connection with this Agreement and the transacticontemplated by this Agreement. Each partiisoAgreement shall promptly inform
the other parties to this Agreement of any comnmatioa from any Governmental Entity regarding anyhef transactions contemplated by
Agreement. If any party to this Agreement or anyresentative of such parties receives a requesididitional information or documentary
material from any Governmental Entity with respiecthe transactions contemplated by this Agreentkah such party will use reasonable
best efforts to make, or cause to be made, proraptlyafter consultation with the other partieshis Agreement, an appropriate response in
compliance with such request. To the extent tlaaistiers of any permits issued by any GovernmemttityHo the Sellers or their affiliates are
required as a result of the execution of this Agreet or the consummation of the transactions copleed by this Agreement, the parties
hereto shall use reasonable best efforts to effesti transfers.

(c) Purchaser shall use reasonable best efforts tafilpromptly as practicable, and, in any eventates than the 30calendar day
following the date of this Agreement (thé&iling Deadline ") any filings and/or natifications under all
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applicable Antitrust Laws, including those setiooh_Schedule IV and shall use reasonable best efforts to resgsnolomptly as
practicable, to any inquiries received for addi@ibimformation or documentation and to respondyrasnptly as practicable, to all inquiries
requests received from any state Attorney Generalheer Governmental Entity in connection with &mt matters.

(d) Purchaser shall use all reasonable best efforestive such objections, if any, as may be assestethy Governmental Entity
with respect to the transactions contemplated lsyAQreement under any Laws that are designeddiilpit, restrict or regulate actions hav
the purpose or effect of monopolization or restrairtrade (collectively, ‘Antitrust Laws”). In connection therewith, if any action is institd
(or threatened to be instituted) challenging antheftransactions contemplated by this Agreemenicdative of any Antitrust Laws,
Purchaser shall use all reasonable best effodsritest and resist any such action, and to hawtedgclifted, reversed, or overturned any
decree, judgment, injunction or other order whetberporary, preliminary or permanent, that is iieetfand that prohibits, prevents, or
restricts consummation of the Acquisition or anyesttransactions contemplated by this Agreementwiltstanding the foregoing or any
other provision of this Agreement, nothing in tBisction 5.05(d¥hall limit the right of any party hereto to termia this Agreement pursuant
to Section 7.01 so long as such party hereto has, up to thedintermination, complied in all material respeci#ivits obligations under this

Section 5.05(d)

(e) Prior to the Closing, each party shall, and stelise its affiliates to, use reasonable best effattiés own expense) to obtain, ¢
to cooperate in obtaining, all consents and waifrers third parties necessary or appropriate toniiethe consummation of the Acquisition;
provided, however, that the parties shall not be required to pagoonmit to pay any amount to (or incur any obligatio favor of) any persc
from whom any such consent or waiver may be reduiéher than nominal filing or application feesdemminimis amounts); provided
further, that no Seller nor any of its affiliates shallthut Purchaser’s prior written consent, grant asayver, make any concession or
otherwise amend or alter any terms of any Contractder to obtain any consent or waiver. EacheBalall (i) obtain Purchaser’s prior
written consent prior to distributing any documdiotato be used by any Seller or any of its affd&to third parties in connection with the
giving or obtaining any consent or waiver andgiidmptly upon their receipt make available to Pasgr copies of any and all substantive
correspondence between such Seller or any offitetgfs and the party to any Contract (or its aggrelating to any such consent or waiver or
the transactions contemplated hereby. At all tiprés to the Closing, the Sellers shall keep Pusehaeasonably informed of the status of
obtaining any required third party consents andrerai Purchaser acknowledges that certain conaadtsaivers with respect to the
transactions contemplated by this Agreement maggeired from parties to the Contracts listed & 8eller Disclosure Letter and that such
consents and waivers have not been obtained. Subjeompliance with this Section 5.05(ejo Seller or any of its affiliates shall have any
Liability whatsoever to Purchaser arising out of@ating to the failure to obtain any consentsvaivers that may be required in connection
with the transactions
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contemplated by this Agreement or because of timeit@tion of any Contract as a result thereof.

(f) Atall times prior to the Closing, the Sellers s$tkalep Purchaser reasonably informed of the sttnegotiations with respect to
the Subject Agreement. Seller shall, and shalle#ssffiliates to, (i) provide Purchaser the oppeity to review and comment on all draft:
the Subject Agreement and consider such commeigisdd faith and (ii) promptly upon their receiptkmaavailable to Purchaser copies of
and all substantive correspondence between sutdr 8ebny of its affiliates and the counter-padyhe Subject Agreement (or its agents). In
the event that OMG Kokkola Chemicals and the cavpégty to the Subject Agreement do not enter énbinding agreement prior to Closing,
Purchaser shall, and shall cause OMG Kokkola Chamto, use its commercially reasonable effortd@>qontinue negotiations with such
counter-party in good faith and enter into the 8abAgreement, it being understood that Purchdssdl sot initiate any material expansion of
the scope of the draft Subject Agreement beyonddtbge of the latest draft disclosed to Purchag&dller prior to the date hereof and (y) so
long as the representation_in Section 3.15(@)l survive, to ensure the continued dischargeastewater to the clarification ponds owned
operated by Boliden in a manner substantially ctest with past practice and as described in tHel&o Permit, subject to compliance by
counter-party with the terms of the Boliden Permit.

(g) Notwithstanding any other provision of this Agreemehe parties hereto understand and agree tiiaihgan this_Section 5.05
shall be construed to require any party heretéd\ja(ter into any settlement, undertaking, consletee, stipulation or agreement with any
Governmental Authority in connection with the tracsons contemplated hereby or (B) divest or otliewold separate (including by
establishing a trust or otherwise), or take angoéttion (or otherwise agreeing to do any of tredoing) with respect to any of its or any of
its respective affiliates’ businesses, assets apeties.

SECTION 5.06. Expenses; Transfer Taxe&) Whether or not the Closing takes place, et as set forth in this Section 5.06
and_Article VIl and_IX, all costs and expenses incurred in connectioh tliis Agreement and the transactions contemplateeby shall be paid by
the party incurring such expense, including altsasd expenses incurred pursuant to Secfidi®and 5.05 Purchaser and the Sellers shall share
equally the filing fee of the notification and repform, if any, required for the transactions @mplated hereby pursuant to the required filings or
natifications under the Antitrust Laws set forth 8chedule 5.06

(b) All Transfer Taxes applicable to the transfer & 8ubject Shares and the Purchased Assets stshlbbed equally by Purchaser,
on the one hand, and the Sellers, on the other. lPandhaser shall file all necessary Tax Returasadiner documentation with respect to such
Transfer Taxes. Each party shall use reasonalde®tb avail itself of any available exemptionsnfrany such Transfer Taxes, and to
cooperate with the other parties in providing arfgiimation and documentation that may be necedsary
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obtain such exemptions. For the avoidance of daulst) Transfer Taxes shall include the Finland Bgcliransaction Tax.

SECTION 5.07. Employee Matters(a) To the extent permitted by applicable Lawct®e 5.07(apf Seller Disclosure Letter lists
each Business Employee as of the date hereofdimgjuhe name, title, work location, employer, Wiestfull- or parttime, whether active or on lea
(and, if on leave, the nature of the leave anceitpected return date), annual salary or wage madst recent annual bonus received, current annual
bonus opportunity and, solely with respect to tlisiBess Employees in Finland, vacation and paid tifiiaccrual.

(b) At or prior to the Closing, Purchaser shall makestall cause one of its affiliates to make, offgremployment to each of the
individuals identified in Section 5.07(aj the Seller Disclosure Letter that are not eme&s/of a Company (theTransferred Employees ™),
so long as they otherwise qualify for employmenfhychaser based on the hiring criteria set fortBaction 5.07(a)f the Disclosure Letter.
The Sellers shall provide an updated list of then§ferred Employees five days prior to the Cloghate to reflect any changes in the
Transferred Employees, including, with respectitarntferred Employees, new hires, retirements, masions, dismissals and other
employment terminations, which may have occurrezhgttime or on or prior to the Closing Date. Arffecs of employment will be made in
compliance with Purchaser’s usual and customamgdhprocedures, which may include, as permitteayylicable Law, the successful
completion of drug tests and background checksh 8oployment offers shall provide compensation@ngloyee benefits that are
substantially similar in the aggregate to thosdiegple to such Transferred Employees immediatelyr o the Closing; provided, however,
that the value of any previous agreement entettecbiy any individual with the Sellers that woul@yger any payment of compensation or
benefits solely as a result of the consummationddrilye transactions contemplated hereby shalbadncluded in any such determination.
Purchaser shall give Transferred Employees fullicfer purposes of eligibility, vesting and benefccruals (other than benefit accrual under
a defined benefit pension plan (other than any GompPlan)) under the Employee Plans or other coalpabenefit plans in which such
Transferred Employee participates to the same ertengnized under the Employee Plans or other eoafyte benefit plans, as applicable,
immediately prior to the Closing. Purchaser, thenpanies and their affiliates shall have no oblgatior liabilities (i) with respect to any
current or former individual service providers e BBusiness (including employees and independenttamiors of the Sellers or the Business)
other than Business Employees (including TransfieEmployees), (ii) with respect to liabilities riétay to the Business Employees who are
not employees of the Companies, which liabilitiessa or were incurred prior to the Closing, ottemntobligations and liabilities imposed
under Company Plans and (iii) any liabilities otig&tions that arise under the Retention Agreements

(c) Prior to the Closing Date, OMG Harjavalta shallse®@MG Finland and OMG Kokkola Chemicals to tran#ie employment
each OMG Finland Business Employee into the solgl@yment of OMG Kokkola Chemicals with the restlat, as of the Closing, each such
OMG Finland Business Employee shall continue emmplayt with the Business as of and after the Closing.
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(d) Section 5.07(dpf Seller Disclosure Letter sets forth, for eadttividual independent contractor engaged by theriss whose
annual compensation exceeds $100,000, such camtsacame, work location, duties and rate of conspdion.

(e) Except for the Seller Plans listed on Section ®Pafthe Seller Disclosure Letter, effective as @& @€losing Date, each Busin
Employee shall become fully vested in his or heoaats and benefits under each of the Seller Plans.

(f) (i) Neither Purchaser nor any of its affiliateslsba obligated to continue to employ any Busingstployee for any period of
time following the Closing Date, (ii) Purchaseritsraffiliates may revise, amend or terminate aoyn@any Plan or any other employee
benefit plan, program or policy in effect from tiretime following the Closing Date, (iii) nothing this Agreement shall be construed as an
amendment of any Employee Plan, and (iv) no prowisif this_Section 5.03hall create any third-party beneficiary rightsiry current or
former director, officer, employee or individuatiependent contractor of any of the Companies (@ctpany beneficiary or dependent of
such individual) or any other person.

(@) The Sellers shall cause OMG Finland to transfeiSthlekta group pension insurance, agreements nar8b&f476, 367/560 and
1572 (the “Insurance Plans”) to OMG Kokkola Chemicals (or an affiliate of Rtwaser designated by Purchaser), including altsissel
liabilities relating to the Insurance Plans (inéghgdamounts withdrawn from or borrowed againstlttearance Plans prior to the Closing). The
Sellers shall reimburse Purchaser for any paynreqisired to be made to the insurers in respedteofrisurance Plans relating to service of
the OMG Finland Employees prior to the Closing Date

SECTION 5.08. Publicity. From the date hereof through the Closing Datgarty shall, and each party shall cause its aféi not
to, issue any public release or announcement coimgethe transactions contemplated hereby withoeiprior consent of the other parties (which
consent shall not be unreasonably withheld), exagpuch release or announcement may be requiraddtigable Law or the rules or regulations of
any United States or foreign securities exchamgesich case the party required to make the releaseanouncement (or the party whose affiliates
are required to make such release or announcestait)allow the other parties reasonable time taroent on such release or announcement in
advance of such issuance to the extent reasonedujigable;_provided however, that after the transactions contemplated herelbg been
announced, Purchaser and Sellers shall be ertitlexbpond to questions in the ordinary coursesird any press release or make any other public
statement that, in each case, is consistent witlpahlic statement previously issued or made bglraser, Sellers or their respective affiliates in
accordance with the provisions of this Section 5.08

SECTION 5.09. Names Following Closing(a) Within 90 days following the Closing, Purcéashall (i) change the legal nhames of
the Companies so as not to include the Names, argh&ser and its affiliates shall not thereafter the Names except as provided in this Section
5.09, and (ii) amend the organizational documents ef@ompanies as necessary to reflect the name chasmdred by clause (i).Names” means
“OM Group” and “OMG” and
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any names that are derivatives thereof or conflissignilar thereto, and any trademarks or logos @ivhy the Sellers or any of their affiliates, aatth
the Sellers or any of their affiliates have rigtatsise and that are set forth_on Section 5f0fie Seller Disclosure Letter, in each casefas o
immediately after the Closing.

(b) After the Closing, Purchaser and its affiliateslishave the right to (i) sell existing inventorydfii) use existing packaging,
labeling, containers, stationery, business formgpkes, advertising and promotional materials ang similar materials bearing any Name
until the earlier of 180 days following the Closiagd the date existing stocks of the foregoingeateusted (the Name Transition Period ")

(it being understood that the use of existing stawfkthe foregoing after the Name Transition Peslodll not constitute use of the Names if (x)
all depictions of the Names thereon are labeled ovetherwise deleted, blocked or covered ort(yduld be commercially impracticable to
take the actions described in the foregoing cléxpeprovided, however, that (A) neither Purchaser nor any of its aftémshall take any
action that could reasonably be expected to méieimapair the value of the Names, (B) when usihg items listed in clause (ii) above in the
context of entering into or conducting contracteddtionships with third parties, Purchaser shedl commercially reasonable efforts to infc
such third parties that Purchaser or one of ittiaffs, rather than the Sellers or their affil@tis the party entering into or conducting the
contractual relationship with such third partiesd 4C) personnel of Purchaser and its affiliatésgithe above items shall not, and shall have
no authority to, hold themselves out as officensployees or agents of the Sellers or any affiltany the Sellers (it being understood that
any actions taken by such personnel in compliarittethis Section 5.08hall not be considered to constitute such perddiuiding

themselves out in such manner). Purchaser anffiltatas shall comply with all applicable Laws &my use of packaging or labeling
containing the Names except for such uses as wade in the conduct of the Business prior to thesi@fp Notwithstanding anything in this
Section 5.090 the contrary, Purchaser and its affiliates shallbe required at any time to take any actioh wéspect to the use of any
materials described in this Section 5.09¢blhe possession of customers, clients, distrilsytbealers and other authorized third parties poi
the expiration of the Name Transition Period.

(c) The Sellers shall not unreasonably withhold theirsent to the extension of the Name Transitionodéri the event that
Purchaser and its affiliates are not reasonably béxhaust the existing stocks of the materietzidbed in Section 5.09(p}ior to the
expiration of the Name Transition Period.

(d) Purchaser shall use commercially reasonable effmidsase using the Names on fixed assets as sasmemsonably practicable
after the Closing and in any event within 180 dafysr the Closing.

(e) Nothing in this Section 5.0$hall, or be understood or construed to, prohiiséyent or restrict Purchaser or any of its atiég
from making any fair use of any Name at any time.
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SECTION 5.10. Business / NoiBusiness AssetsPrior to the Closing, the Sellers shall effettrainsfers and take all such action:
are necessary so that any Excluded Assets andskésaset forth on Section 5.df0the Seller Disclosure Letter are held by anliafé of the Sellers.
The Sellers shall use their commercially reasonefi@ts to transfer all of OMG’s and its affiligteright, title and interest in and to the QSI Sato
OMG Kokkola Chemicals prior to the Closing andthe event such transfer does not occur prior t@bsing, shall continue to use their
commercially reasonable efforts to cause suchfeaas soon as reasonably practicable after theifigoln the event that at any time or from time to
time after the Closing Date the Sellers, on thetmr&d, or Purchaser, on the other hand, (or attyerf respective affiliates) shall receive or othise
possess any asset (including cash) that shouldidgpédoanother person pursuant to this Agreemenh parson shall promptly transfer, or cause to be
transferred, such asset to the person so entiteréto to the extent permitted by applicable Lawfurtherance of the foregoing and Section 1.(#6
Purchaser undertakes and agrees to return anydediissets and the assets set forth on Sectiorobth® Seller Disclosure Letter that are owne
the Sellers or any of their affiliates and are ¢farred to Purchaser at or after the Closing, arfdrivard or remit to the Sellers of any payments
received by Purchaser or any of its affiliates ocoant of any Excluded Asset and (b) the Selledettake and agree to transfer any Purchased /
and any right, title or interest in the QSI Shates are owned by Purchaser or any of its affiiated are retained by the Sellers at or after the
Closing, and to forward and remit to Purchasermayment on account of any Purchased Asset, inajualiy accounts or notes receivable. Prior to
any such transfer, the person receiving or possgssich asset shall hold such asset in trust fdr sther person.

SECTION 5.11. Resignations

(@) The Sellers will deliver or caused to be delivaie&®urchaser the resignations of all directorhef@ompanies from their
positions with the Companies at or prior to thes@ig Date.

SECTION 5.12. Intercompany Matters(a) All intercompany accounts between the Seberany of their affiliates (other than the
Companies), on the one hand, and the Companigheasther hand, as of the Closing Date shall bteddirrespective of the terms of payment of
such intercompany accounts) in the manner proviiélds Section 5.12 At least five business days prior to the Cloddage, the Sellers shall
prepare and deliver to Purchaser a statementgaeitinin reasonable detail the calculation of adlrsintercompany account balances substantially in
the form attached as Section 5.12{B)he Seller Disclosure Letter based upon thestateailable financial information as of such datel, to the
extent reasonably requested by Purchaser, provideh&ser with supporting documentation to verify timderlying intercompany charges and
transactions. To the extent any intercompany addsalances remain outstanding as of the ClosirggPtrchaser and Seller will settle all outstanding
balances within 15 calendar days after the Closimas soon as reasonably practicable after suchiamaing balances are finally determined. If the
aggregate of all such outstanding intercompanywattidoalances owed to the Sellers or any of théiiaés (other than the Companies) exceeds the
aggregate of all such outstanding intercompanywaddoalances owed to the Companies, then the Cdegpslnall pay to OMG such difference. If
aggregate of all such outstanding intercompanywatdoalances owed to the Companies exceeds thegeigr
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of all such outstanding intercompany account baarmwed to the Sellers or any of their affiliatethér than the Companies), then OMG shall pay to
the Companies such difference.

(b) Except for the settlement of intercompany accoaatsontemplated under Section 5.12@) intercompany Contracts between
the Sellers or any of their affiliates (other thha Companies) relating to the Business, on thehand, and the Companies, on the other hand,
shall, in each case, be terminated immediately poithe Closing without any further liability obligation on the part of any party thereto.

SECTION 5.13. Non-Competition; NorSolicitation; NeHire . (a) The Sellers agree that none of the Sellersng of their
subsidiaries shall (i) for a period of three yesdter the Closing Date engage in, control or marsanebusiness that develops, commercializes,
manufactures, markets, distributes or sells pradaatrently in development by or commercializednofactured, marketed, distributed or sold by
Business as of the Closing Date (including anyress that conducts activities competitive withBlusiness) (the Restricted Business”);
provided , however , that the restrictions contained in this Sectidi8f)(i) shall not restrict the acquisition by ®ellers or any of their affiliates,
directly or indirectly, of less than 5% of the datsling capital stock of any publicly traded compangaged in the Restricted Business or in the
provision of services of a type competitive witlodk provided in the Restricted Business, (ii) fpeaod of three years after the Closing Date #olic
the performance of services by any current employélee Companies, other than pursuant to a geseliaitation made to the general public or (iii)
for a period of one year after the Closing Dateplemor receive or accept the performance of ses/fy any current employee of the Companies.

(b) If any provision contained in this Section 5st&ll for any reason be held invalid, illegal oenforceable in any respect, such
invalidity, illegality or unenforceability shall naffect any other provisions of this Section 5,181t this Section 5.18hall be construed as if
such invalid, illegal or unenforceable provisiordhrever been contained herein. It is the intentiothe parties that if any of the restrictions or
covenants contained herein is held to cover a ggbge area or to be for a length of time whichas permitted by applicable Law, or in any
way construed to be too broad or to any extentlighvsuch provision shall not be construed to bk moid and of no effect, but to the extent
such provision would be valid or enforceable urajgslicable Law, a court of competent jurisdictitvals construe and interpret or reform this
Section 5.130 provide for a covenant having the maximum erdabde geographic area, time period and other gomagnot greater than
those contained herein) as shall be valid and eeédile under such applicable Law. The Sellers aglattye that Purchaser may be
irreparably harmed by any breach of this Sectid3 &nd that there would be no adequate remedy atlamvdamages to compensate
Purchaser for any such breach. The Sellers aga¢®thichaser shall be entitled to seek injunc&éliefrrequiring specific performance by the
Sellers of this Section 5.13

SECTION 5.14. Insurance PoliciesThe Sellers shall use reasonable efforts in daitid to facilitate the making of any claims by
Companies under the Policies. If any Policy dodgpeamit the Companies to directly file a claimg tBellers or their affiliates shall file such claom
behalf of the Companies and shall use reasonabtesfferts to seek
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reimbursement under the applicable Policy. Any lrirsement obtained by the Sellers or their afébaghall be promptly remitted to the Companies,
as applicable.

SECTION 5.15. No Further Financial ObligationdPurchaser acknowledges that in the course ofwiriy the Companies of their
respective businesses, Sellers, and their respefiiliates, and direct and indirect subsidiagéany of them (collectively, but excluding the
Companies, the OM Group Entities”) entered into various arrangements (i) in whictugntees were issued by the OM Group Entitieqigrid
which the OM Group Entities are the primary oblgon other agreements, in any such case to suppfattilitate business transactions or programs
of the Companies, including those arrangementosbtin Section 5.19f the Sellers Disclosure Letter. The arrangemifesred to in the foregoir
clauses (i) and (ii) are hereinafter referred tthas‘Guarantees”. It is understood that the Guaesshall not continue after the Closing. Purahase
agrees that it shall use commercially reasonalitetefto obtain replacements of the Guaranteestwhitt be in effect at the Closing or, in the cade
the Guarantees described in the foregoing clajséo(arrange for itself or one of its subsidiarte be substituted as the primary obligor therenf
the Closing Date. In the event that Purchaser ablento satisfy the terms of the immediately prazgdentence, Purchaser and its affiliates shall
indemnify, defend and hold harmless the OM Groufitiea from and against any and all losses andilifigis of the OM Group Entities relating to
the Guarantees.

SECTION 5.16. Cobalt Alloy Sales AgreemeniThe Sellers shall provide written notice to Passdr of the timing and amount of
any assignment and payment required to be mad&M® Binland pursuant to Article 11.2 of the Spe&labvisions of the Cobalt Alloy Sales
Agreement at least five business days prior thereto

ARTICLE VI

Conditions Precedent

SECTION 6.01. Conditions to Each Party Obligation. The obligation of Purchaser and the Sellersfiecethe Acquisition is
subject to the satisfaction or waiver at or primthte Closing of the following conditions:

(@) Governmental ApprovalsAll permits, authorizations, consents and appsogéor expirations of waiting periods pursuantte
Antitrust Law filings set forth on Schedule IV shiadve been obtained or filed or shall have occlrre

(b) No Injunctions or RestraintdNo applicable Law or Judgment preventing the aomsation of the Acquisition shall be in effect.

SECTION 6.02. Conditions to Obligation of PurchaseFhe obligation of Purchaser to effect the Acdigsiis subject to the
satisfaction (or waiver by Purchaser) at or printite Closing of the following conditions:

(a) Representations and Warrantiéhe representations and warranties of the Setle@rgs Agreement or in any document or
certificate delivered in connection herewith (iatlare Seller Fundamental Representations shailbend correct in all
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material respects at and as of the Closing (withegérd to any qualifications therein as to maligyieSellers Material Adverse Effect or
Business Material Adverse Effect), as though maded as of such time (or, if made as of a speddie, at and as of such date) and (i) that
are not Seller Fundamental Representations shalubeand correct at and as of the Closing (witmegard to any qualifications therein as to
materiality, Sellers Material Adverse Effect or Biess Material Adverse Effect), as though madendtas of such time (or, if made as of a
specific date, at and as of such date), excephigitase of clause (ii), for such failure to betamd correct as would not reasonably be
expected to have, individually or in the aggregat8gllers Material Adverse Effect or Business Matédverse Effect, as applicable.
Purchaser shall have received a certificate sitpyesh authorized officer of each of the Sellersuoh effect.

(b) Performance of Obligations of the Sellefhe Sellers shall have performed or compliedlimaterial respects with all
obligations and covenants required by this Agredrttebe performed or complied with by the Selleyshte time of the Closing, and
Purchaser shall have received a certificate sitpyegh authorized officer of each of the Sellersuoh effect.

(c) Absence of Certain ChangeBrom the date of this Agreement to the Closihgre shall not have occurred and be continuing
event, occurrence, development or state of circamests or facts which, individually or in the aggreg has had or would reasonably be
expected to have a Business Material Adverse Effect

SECTION 6.03. Conditions to Obligation of the Seller§he obligation of the Sellers to effect the Aditinn is subject to the
satisfaction (or waiver by the Sellers) at or ptmthe Closing of the following conditions:

(@) Representations and Warrantiekhe representations and warranties of Purchagbis Agreement or in any document or
certificate delivered in connection herewith (iatlare Purchaser Fundamental Representationsbghimile and correct in all material respects
at and as of the Closing (without regard to anyifications therein as to materiality or Purchabtaterial Adverse Effect), as though made at
and as of such time (or, if made as of a speciie,dat and as of such date) and (ii) that aréoothaser Fundamental Representations stk
true and correct at and as of the Closing (witliegard to any qualifications therein as to matiylalas though made at and as of such time
(or, if made as of a specific date, at and as o glate) except, in the case of clause (ii), fehdailures to be true and correct as would not
reasonably be expected to have, individually dh@aggregate, a Purchaser Material Adverse Efféet.Sellers shall have received a
certificate signed by an authorized officer of Fiaser to such effect.

(b) Performance of Obligations of PurchasBurchaser shall have performed or complied imalierial respects with all obligations
and covenants required by this Agreement to beopeefd or complied with by Purchaser by the timéhefClosing, and the Sellers shall have
received a certificate signed by an authorizecteffof Purchaser to such effect.
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SECTION 6.04. Frustration of Closing ConditionsNeither Purchaser nor the Sellers may rely orfatigre of any condition set
forth in this_Article VIto be satisfied if such failure was caused by suanty’s failure to act in good faith or to use #féorts to cause the Closing to
occur as required by Section 5.05

ARTICLE VII

Termination; Effect of Termination

SECTION 7.01. Termination. (a) Notwithstanding anything to the contraryhistAgreement, this Agreement may be terminatet
the Acquisition and the other transactions contatepl by this Agreement abandoned at any time twithre Closing:

(i) by mutual written consent of the Sellers and Pwseha

(i) by the Sellers if any of the conditions set fortlSiections 6.0dr 6.03shall have become incapable of fulfillment by the
End Date, and shall not have been waived by therSgl

(i) by Purchaser if any of the conditions set fortiSactions 6.0br 6.02shall have become incapable of fulfilment by the
End Date, and shall not have been waived by Puechas

(iv) by the Sellers, on the one hand, or Purchasereattter hand, if the Closing does not occur onriar po the sixth
month anniversary of the date hereof (tHent Date ”); provided, however that the End Date shall be extended automatitaliie
nine month anniversary of the date hereof if onsilkenonth anniversary of the date hereof the d@mi to Closing set forth iArticle
VI other than the conditions set forth_in Section & satisfied (or are capable of fulfillment shotkld Closing occur on the next
Business Day);

provided, further, that the party seeking termination pursuantaoisé (ii), (i) or (iv) is not then in breach afyaof its representations,
warranties, covenants or agreements containedsimtireement.

(b) Inthe event of termination by the Sellers or Pasghr pursuant to this Section 7,04ritten notice thereof shall immediately be
given to the other and the transactions conterglayethis Agreement shall be terminated, withoutHfer action by any party. If the
transactions contemplated by this Agreement amiteted as provided herein:

(i) Purchaser shall return all documents and otherriabteceived from the Sellers or any of theirl&fes relating to the
transactions contemplated hereby, whether so a@tdiefore or after the execution hereof, to théeBgland

(i)  Purchaser acknowledges that all confidential infatiom received by Lundin Mining Corporation and égert-McMoran
Copper & Gold Inc. with
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respect to the Business shall be treated in acooedaith the Confidentiality Agreements, which $hamain in full force and effect
notwithstanding the termination of this Agreement.

SECTION 7.02. Effect of Termination If this Agreement is terminated and the transasticontemplated hereby are abandoned as
described in Section 7.0Qkis Agreement shall become null and void and ofunther force and effect, except for the provisiar (i) Section 5.03(a)
relating to the obligation of Purchaser to keepficemtial certain information and data obtainedtbyii) Section 5.06elating to certain expenses, |
this Section 7.02 (iv) Section 5.08elating to publicity, and (v) Article XNothing in this Section 7.0hall be deemed to release any party from any
liability for any breach by such party of the terarsl provisions of this Agreement or, with resgedhe provisions set forth in clauses (i)-(v) loé t
immediately preceding sentence, to impair the rigletny party to compel specific performance by ather party of its obligations under such
provisions.

ARTICLE VI

Tax Matters

SECTION 8.01. Tax Sharing Agreementga) The Sellers shall cause the provisions of ey Sharing Agreement or arrangement
between the Sellers or any of their affiliates éottihan the Companies) and the Companies, to benated on or before the Closing Date. After the
Closing Date, no party shall have any rights oigattions under any such Tax Sharing Agreement.

(b) Apportionment Except as otherwise provided herein, all TaxesTax liabilities with respect to the income, praper
operations of the Business that relate to any laxadriod that includes but does not end on thei@¢pDate (a ‘Straddle Period ") shall be
apportioned between the Pre-Closing Tax Periodtlemdost-Closing Tax Period as follows: (a) in¢bse of Taxes that are either (i) based
upon or related to income, receipts, capital ommth (but not including sales and compensatirgyexes), or (i) imposed in connection
with any sale or other transfer or assignment operty (real or personal, tangible or intangibteghér than conveyances pursuant to this
Agreement, as provided under Section 5.08(blich Taxes shall be deemed equal to the amchinhwvould be payable if the Tax year en
with the Closing Date; providechowever, that exemptions, allowances or deductions thatalculated on an annual basis shall be allocated
between such two periods in proportion to the nunobeéays in such period; and (b) in the case ofeBamposed on a periodic basis with
respect to the Business, or otherwise measurekeblevel of any item, such Taxes shall be deembe the amount of such Taxes for the
entire period (or, in the case of such Taxes detexthon an arrears basis, the amount of such Taxéise immediately preceding period),
multiplied by a fraction, the numerator of whichli® number of calendar days in the period endimthe Closing Date and the denominator
of which is the number of calendar days in therengeriod. Subject to the previous sentence_antidBe®.02(a), the Sellers shall be liable for
all Taxes with respect to the Business attributabke Pre-Closing Tax Period except to the exthkern into account as a liability in the
determination of Final Net Working Capital.
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(c) Return Filings

(i) The Sellers or their designee shall prepare anelyifile (including extensions), or cause to bepared and timely filed
(including extensions), in proper form with the egriate Taxing Authority all necessary Tax Retushsr which include or relate to
the Business for Pre-Closing Tax Periods thategaired to be filed (including extensions) on daopto the Closing Date (including
all Tax Returns the Companies file jointly with @ll8r or any of its affiliates (other than the Camnfes)). The Sellers shall pay or shall
cause to be paid any and all Taxes due with respestich Tax Return filings.

(i) The Sellers or their designee shall prepare anelyifile (including extensions), or cause to bepared and timely filed
(including extensions), in proper form with the eggriate Taxing Authority all consolidated, comkdnar unitary Tax Returns of the
Sellers that include or relate to the Business vagipect to any Pre-Closing Tax Period (including short period) that are not
required to be filed on or prior to the Closing &atther than the consolidated, combined or unitetyrns of the Companies. The
Sellers shall permit Purchaser to review and contmereach such Tax Return prior to filing it an@lsheasonably and in good faith
consider such revisions to such Tax Returns asegreested by Purchaser. For the avoidance of dthebEellers shall not be required
to revise such Tax Returns to increase incomeyrPaaClosing Tax Period, unless otherwise required by.LEhe Sellers shall pay
shall cause to be paid any and all Taxes due w#hect to such Tax Returns. Purchaser shall pravidause to be provided to the
Sellers in a timely manner all necessary data émer information to prepare all Tax Returns destim this_Section 8.01(c)(ii)

(i)  Purchaser or its designee shall prepare and tifieel§including extensions), or cause to be preganed timely filed
(including extensions), in proper form with the egriate Taxing Authority all Tax Returns requiredbe filed for any Straddle Peri
of the Business. Purchaser shall prepare, or shafle to be prepared, all such Tax Returns in aemaonsistent with past practice,
unless otherwise required by applicable Law. Pwgehahall pay or cause to be paid any and all Takbsespect to the Business due
with respect to such Tax Returns except to thenéxitet such Taxes exceed the aggregate accruadsenwes for Taxes for any Pre-
Closing Tax Period taken into account in the deteation of Final Net Working Capital. The Selletsa$i pay or cause to be paid to
Purchaser the amount by which the Tax due for tee(osing Tax Period exceeds the amount takeraio¢tount as liability in the
determination of Final Net Working Capital for sysériod at least 5 business days before any Companyyof the Subsidiaries or any
of the Sellers files such Tax Return.

(iv)  Purchaser shall prepare and file, or shall causeoomore of the Companies to prepare and filpraper form with the
appropriate Taxing Authority, all Tax Returns oftbat include the Business for which the Selleesraot responsible pursuant to
Sections 8.01(c)(ignd_8.01(c)(ii) Subject to Section
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8.02, Purchaser shall pay or cause to be paid anylamdxes due with respect to such Tax Returns.

(v)  With respect to any Tax Returns for any Straddiéoleto the extent permissible, but not requiraeisuant to applicable
Tax Law, the Sellers may and Purchaser or itsaf$ shall, at the Sellers’ direction, cause thsilBess to (a) take all steps as are or
may be reasonably necessary, including the filinglections or returns with applicable Taxing Auities, to cause such period to end
on the Closing Date or (b) if clause (a) is inapgdtile, report the operations of the Business alytat portion of such period ending
on the Closing Date in a combined, consolidatedynitary Tax Return filed by the Sellers or anlafe, notwithstanding that such
taxable period does not end on the Closing Date.

(vi) Purchaser shall prepare and file in proper fornhwie appropriate Finnish Taxing Authority, all TR&turns related to
the Finland security transaction tax payable wétpect to the estimated value of the Earn-out Paim{the “Finland Security
Transaction Tax ”). Purchaser shall permit the Sellers to review a@mment on each such Tax Return prior to filirgnd shall
reasonably and in good faith consider such revistorsuch Tax Returns as are requested by thesSelle

(d) Cooperation In connection with the preparation of Tax Retymglit examinations, and any administrative oigjiadi
proceedings relating to the Tax liabilities imposedor relating to the Sellers or the Companies waspect to the Business for all R3osing
Tax Periods or the Earn-out Payments, Purchasethendompanies on the one hand, and the Selletseosther hand, shall cooperate fully
with each other, including by furnishing or makimgpilable during normal business hours, recordsgoeel (as reasonably required and ¢
cost to the other party), books of account, powéettorney or other materials necessary or helpfuthe preparation of such Tax Returns,
conduct of audit examinations or the defense ofiddy Tax authorities as to the imposition of Taxehe Sellers and their affiliates will ne
access, from time to time, after the Closing Detesertain accounting and Tax records and inforomatield by the Business to the extent such
records and information pertain to events occurprigr to the Closing Date and during the Strad®Beiod; therefore, Purchaser shall cause
the Business to, (i) use its best efforts to prigp@tain and maintain such records until such taeehe Sellers agree that such retention and
maintenance is no longer necessary; (ii) caus8tiséness to provide to the Sellers information rdiyey the Businesses’ payment of any non-
US taxes relating to any Pre-Closing Tax Periodror Straddle Period and original receipts fromapplicable Taxing Authorities showing
payment thereof, in each case within 5 business dithe payment of such taxes; and (iii) allow 8®#lers and their agents, at times and (
mutually acceptable to the parties, to inspecieseand make copies of such records as the Seflaysdeem necessary or appropriate from
time to time, such activities to be conducted dynormal business hours and at the Sellers’ expémseinformation obtained under this
Section 8.01(d¥hall be kept confidential, except as may be otlsrwecessary in connection with the filing of Returns or claims for
refund or in conducting an audit or other procegdin
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(e) Refunds and CreditsPurchaser shall pay or cause to be paid to therSany Tax refunds or credits, together witleiast
thereon, with respect to the Business (exceptdeittent reflected on the Balance Sheet or dueeaesult of the carry back of a net opera
or capital loss arising in a Post-Closing Tax Rérittributable to any Pre-Closing Tax Period or @ax refunds or credits attributable to the
Finland Security Transaction Tax (but in such a&chslf of such Tax refund or credit) received bymdited to Purchaser or a Company, net
of any direct costs attributable to receipt of stefland or credit, including Taxes payable withpexst to such refund, within 10 business days
after the receipt of such refund or the realizabbsuch credit. All refunds with respect to thesBiess attributable to any (i) Post-Closing Tax
Period or (ii) Pre-Closing Tax Period not otherwisgyable to the Sellers shall be for the benefRafchaser and if received by or otherwise
credited to the Sellers or any affiliate theredhés than a Company), the Sellers shall pay orectube paid an amount equal to such refund
or credit to Purchaser within 10 business days #ftereceipt of such refund or the realizatioswh credit. At the Sellers’ request, Purchaser
and the Companies shall cooperate with the Sefiesbtaining such refunds, including through tHiedj of amended Tax Returns or refund
claims as prepared by the Sellers, at their owres®. Purchaser shall permit the Sellers to cotiteoprosecution of any such refund claim
and, where deemed appropriate by the Sellers, atidibrize by appropriate powers of attorney swerlsgns as the Sellers shall designate to
represent the Companies with respect to such reflamch.

(f) None of Purchaser or any of its affiliates or aimgators, officers or employees of the foregoinglsimake, or permit to be mac
any election with respect to, or otherwise chatige entity classification of the Companies for imeoTax purposes for any Tax period (or
portion thereof) ending on or before the ClosingeDaithout Seller’'s consent, which shall not beaasonably withheld.

(@) The Purchase Price shall be allocated among tle¢satbmt are deemed to be acquired for U.S. fetiergdurposes pursuant to
this Agreement in accordance with Section 106tefd.S. Internal Revenue Code of 1986, as amelaeldthe U.S. Treasury regulations
promulgated thereunder (and any similar provisib.&. state or local Law, as appropriate) (th&.S. Allocation ”). Such allocation shall be
consistent with the allocation provided_ in Sectlo@d7(b). The U.S. Allocation shall be agreed by Purchaserthe Sellers within 180 days
after the Closing Date. If any Earn-out Paymembégle, the U.S. Allocation shall be adjusted in ed@oce with Section 1060 of the Code as
mutually agreed by Purchaser and the Sellers wi@idays after the final determination of the EamPayment; provideghowever, that
any Earn-out Payment made shall be allocated stilelye Subject Shares in a manner consistentthét\llocation Statement and no
allocation of any Earn-out Payment shall be madbedPurchased Assets. If Purchaser and the Selaret agree on such allocation or such
adjustment within the specified time period, Pusgtaand the Sellers shall jointly retain a natitynacognized accounting firm to resolve the
disputed items. Purchaser and the Sellers agre &l Tax Returns (including but not limited boternal Revenue Service Form 8594)
consistent with this allocation.
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(h)  No party to this Agreement shall make an electioden Section 338 of the Code with respect to thaestictions contemplated by
this Agreement.

SECTION 8.02. Tax Indemnification (a) From and after the Closing, the Sellers gbaitly and severally indemnify Purchaser, its
affiliates (including the Companies) and each efrthespective officers, directors, employees,ldtotders, agents, successors, assigns and
representatives (thePurchaser Indemnitees”) against and hold them harmless from (i) all litsypfor Taxes of the Business or any affiliatesbgp
of which the Companies have ever been a membénédPre-Closing Tax Period (apportioned in accardamith_Section 8.01(1) (i) all liability for
Taxes of the Sellers or any other corporation wigabr has been affiliated with the Sellers (ottian the Companies) and (iii) any liabilities, st
expenses (including, without limitation, reasonabtpenses of investigation and attorneys’ feeseapénses), losses, damages, assessments,
settlements or judgments arising out of or inciderthe imposition, assessment or assertion olanl Taxes (together, &'ax Loss”), provided,
however that the Sellers shall not be requirechdemnify for any Tax to the extent the amount ahstiax was taken on the Closing Date into
account as a liability in the determination of FiNet Working Capital. Notwithstanding the foreggirihe Sellers shall not indemnify and hold
harmless any Purchaser Indemnitee from any lighiit Taxes attributable to any action taken atfter Closing by Purchaser, any of its affiliates
(including the Companies), or any transferee otRasers or any of its affiliates (other than amghsaction expressly required by applicable Law or
by this Agreement) (aPurchaser Tax Act ") or attributable to a breach by Purchaser oblikgations under this Agreement.

(b) From and after the Closing, Purchaser shall ind8nthe Sellers and their affiliates and each ofrttespective officers,
directors, employees, stockholders, agents anéseptatives (the Seller Indemnitees”) and hold them harmless from (i) all liabilityrfo
Taxes of the Business for any Post-Closing Taxddegxcept to the extent arising out of Sellerisdeh of representations made under this
Agreement and (ii) all liability for Taxes attritatle to a Purchaser Tax Act or to a breach by Rgrhof its obligations under this
Agreement.

(c) Procedures Relating to Indemnification of Tax Claim

(i) If aclaim shall be made by any Taxing Authorityhieh, if successful, Purchaser reasonably detesrinald result in an
indemnity payment to any Purchaser Indemnitee puntsio this Section 8.02Purchaser shall promptly notify the Sellers iritivwg of
such claim (a Tax Claim”). If notice of a Tax Claim is not given to the Sellevithin a sufficient period of time to allow thelf&rs tc
effectively contest such Tax Claim, or in reasoaat#tail to apprise the Sellers of the nature effthx Claim, in each case taking into
account the facts and circumstances with respestidb Tax Claim, the Sellers shall not be liablarig Purchaser Indemnitee to the
extent that the Sellers’ position is materiallyjpdiced as a result thereof.

(i)  With respect to any Tax Claim relating solely to@s of the Business for a Pre-Closing Tax Perioel Sellers shall
control all proceedings taken in connection withrstrax Claim (including selection of counsel
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reasonably satisfactory to the Purchaser) andpwitlimiting the foregoing, may in its discretionrgue or forego any and all
administrative appeals, proceedings, hearings anferences with any Taxing Authority with respdetreto;_provided howeverthat

the Sellers shall consult with Purchaser upon Ragets reasonable request for such consultation frora tortime with respect to su
proceeding, and may, in their discretion, either the Tax claimed and sue for a refund where agbleLaw permits such refund st
or contest the Tax Claim in any permissible manpevided, howeveitthe Sellers may not settle any controversy withiwichaser’'s
consent. With respect to any Tax Claim relatindaaes of the Business for a Straddle Period, (@) party may patrticipate in all
proceedings taken in connection with such Tax Clainits expense, and (b) the proceedings takearinection with such Tax Claim
shall be controlled by that party which would btkee burden of the greater portion of the sum ofatlieistment and any corresponding
adjustments that may reasonably be anticipateflifore Tax periods.

(i) In no case shall any Purchaser Indemnitee settiéherwise compromise any Tax Claim without thde3gl prior
written consent. Neither party shall settle a Téair@ relating solely to Taxes of the Business f@taddle Period without the other
party’s prior written consent, which consent shnall be unreasonably withheld or delayed.

(iv)  The indemnification obligation set forth in Secti®®2(a)shall survive until 30 days after the expiratiortied relevant
statute of limitations (giving effect to any waiyemitigation or extension thereof).

(v) Any indemnification of a Purchaser Indemnitee parguo this Section 8.0zhall be effected by wire transfer or transfers
of immediately available funds from the Selleratoaccount or accounts designated in writing byagh@icable Purchaser Indemnitee
to the Sellers within 15 days after the final detieation thereof.

ARTICLE IX

Indemnification
SECTION 9.01. Survival.

(@) The representations and warranties contained icldidt and_Article Illand by the Sellers in any document or certificate
delivered in connection herewith shall survive Ltz 18 month anniversary of the Closing Dategothan those representations and
warranties contained in Sections 2(@kganization, Standing and Power), 2(B&thority; Execution and Delivery, Enforceabilifyd.05(the
Subject Shares, Cristolteq Shares, QS| Sharesactidsed Assets), 3.Q0rganization, Standing and Power) and in 30&pital Stock of th
Companies) (collectively, theSeller Fundamental Representations ™), which shall survive until the latest date petted by Law, andgection
3.15(Environmental Matters), which shall survive until
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the fifth anniversary of the Closing Date; providdtwever, that the representations and warranties contamg8ection 3.15(g$hall survive
until the earliest of (x) the date the Subject Asgnent is entered into, (y) the third anniversarthefClosing Date, or (z) the date on which
Purchaser fails to perform its obligations in Satth.05(f)(unless such failure results primarily from any @comission of the counter-party
to the Subject Agreement). The representationsaamthanties contained in Article I'¥nd by Purchaser in any document or certificate
delivered in connection herewith shall survive Ltz 18 month anniversary of the Closing Dategothan those representations and
warranties contained in Sections 4(@kganization, Standing and Power), 4(B&thority; Execution and Delivery; Enforceabilitygnd_4.08
(Brokers) (collectively, the Purchaser Fundamental Representations ™), which shall survive until the latest date pettei by Law.

(b) The covenants and agreements of the parties hawetained in this Agreement shall survive in aceok with their respective
terms. The indemnification obligations set fortfSiection 9.02(a)(i)(C)Section 9.02(a)(i)(Dand_Section 9.03(a)(i)(Ghall survive until the
latest date permitted by Law. The indemnificatidaigations set forth in Section 9.03(a)(i)(Bhall survive until the six-month anniversary of
the Closing Date.

SECTION 9.02. Other Indemnification by the Sellers

(@ (i) From and after the Closing Date, the Sel##all jointly and severally indemnify and save &t harmless the Purchaser
Indemnitees from and against any Covered Lossesriat or suffered by any such Purchaser Indemnitettee extent resulting from or
arising out of: (A) any misrepresentation of ordoaracy in any representation or warranty of thiéeBereferenced in Section 9.01(a)
(determined, except with respect to Section 3.8dction 3.08(dyr Section 3.13(a)without regard to any qualification or exceptmontainec
therein relating to “materiality”, “material”, “iall material respects” or any similar qualificati@xcept to the extent the word “materiat) (s
in all capital letters or (y) is used in a defirtedn, including Sellers Material Adverse Effect,dhess Material Adverse Effect and Material
Contract); (B) any nonfulfillment or breach of atgvenant or agreement made by the Sellers in thisément that survives the Closing Date
pursuant to Section 9.01(b{C) any Excluded Liability; (D) any Seller Retathindemnified Liabilities; and (E) any Indemnified
Environmental Liability.

(i) The Purchaser Indemnitees shall not be entitledsert any indemnification pursuant to this Seclid®2after the
expiration of the applicable survival period refared in_Section 9.01provided, however, that if, on or prior to such expiration of the
applicable survival period, a notice of claim shml/e been given to the Sellers in accordance Sétttion 9.04or such
indemnification, the Purchaser Indemnitees shaitinae to have the right to be indemnified withpest to such indemnification clai
until such claim for indemnification has been d&tsor otherwise resolved as provided in this éetilX .
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(i) Any indemnification of a Purchaser Indemnitee parguo this Section 9.0shall be effected by wire transfer or trans
of immediately available funds from the Sellersitoaccount or accounts designated in writing byagi@icable Purchaser Indemnitee
to the Sellers within 15 days after the final detieation thereof.

(b) The Sellers shall have no liability for indemnifiicen pursuant to Section 9.02(a)(i)(A) Section 9.02(a)(i)(Byith respect to
Covered Losses for which indemnification is proddieereunder unless such Covered Losses excekd aggregate $6,500,000 (such
amount of Covered Losses equaling $6,500,000, Bxelictible ), in which case the Sellers shall be liable #p50% of the first $6,500,000
in Covered Losses in excess of the Deductible @nall(such Covered Losses in excess of such am@fierred to in clause (i); provided
however, that in no event shall the Sellers have anylltgtr indemnification obligation pursuant to Siect 9.02(a)(i)(A)and_Section 9.02(a)
()(E) for Covered Losses in excess of $40,000,000 imgueegate; providechoweverthat the preceding limitations shall not apply to
indemnification with respect to (x) any misrepreséion of or inaccuracy in any Seller Fundamentgbfesentation or the representations and
warranties contained in Section 3.15¢g)Yy) any claims of, or causes of action arisiranT, fraud. Notwithstanding the forgoing, the Salle
shall have no liability for indemnification pursuan Section 9.02(a)(i)(Ayvith respect to Covered Losses for which indematfan is
provided thereunder with respect to any misrepitesien of or inaccuracy in Section 3.15(gjless such Covered Losses exceed in the
aggregate $1,000,000; providedowever, that in no event shall the Sellers have any liigtir indemnification obligation pursuant 8ection
9.02(a)(i)(A)for Covered Losses for any misrepresentation afi@ccuracy in Section 3.15() excess of $30,000,000 in the aggregate; and
providedfurther, that any indemnification by Sellers with respiec€overed Losses for any misrepresentation occimacy inSection 3.15(g
shall not be taken into account for purposes cérdeining the limitations on amounts payable by&slpursuant to the immediately precet
sentence of this Section 9.02(ljo Purchaser Indemnitee shall be entitled tovectrom an indemnifying party more than once ispect of
the same Covered Losses. Notwithstanding anythéngith to the contrary, if Purchaser has not madsef &he filings and/or notifications
contemplated by Section 5.056m) or prior to the Filing Deadline, the representet and warranties of Sellers contained in Artltland
Article Il shall not be made as of the Closing Date and bkathade only as of the date of this Agreement.

(c) Except as otherwise specifically provided in thgrédement, Purchaser acknowledges that its solexaidsive remedy with
respect to any and all claims relating to this A&gnent, the Acquisition and the other transactiamemplated hereby, the Companies (other
than claims of, or causes of action arising froraué) shall be pursuant to the indemnification sions set forth in Article Villand this
Article IX . In furtherance of the foregoing, Purchaser aruth @ the Companies hereby waive, from and afteiGlosing, to the fullest exte
permitted under applicable Law, any and all rightaims and causes of action (other than claimerofauses of action arising from, fraud)
each may have against the Sellers and their &affliarising under, based upon or relating to tlgee@ment, the Acquisition and the other
transactions contemplated
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hereby, the Companies any document or certificelieeted in connection herewith, any applicable Lavotherwise (except pursuant to the
indemnification provisions set forth in Article Yiand this Article [X).

SECTION 9.03. Other Indemnification by Purchaser.

(@ () From and after the Closing Date, Purchabkatl sndemnify and save and hold harmless the SeltEemnitees from and
against any Covered Losses incurred or suffereghlygysuch Seller Indemnitees to the extent resultomg or arising out of: (A) any
misrepresentation of or inaccuracy in any represimt or warranty of Purchaser referenced in Se@i01(a)determined without regard to
any qualification or exception contained thereiatirg to materiality or any similar qualificatiar standard); (B) any nonfulfillment or
breach of any covenant or agreement made by Pucheathis Agreement that survives the Closing OQmtesuant to Section 9.01(pb{C) the
Assumed Liabilities; and (D) subject to Section19l), the operation of the Business after the Closing.

(i)  The Seller Indemnitees shall not be entitled terdssy indemnification pursuant to this SectiddB&fter the expiration
of the applicable survival period referenced intBec9.01;provided, however, that if, on or prior to such expiration of theptipable
survival period, a notice of claim shall have bgemn to Purchaser in accordance with Section fafduch indemnification, the Sel
Indemnitees shall continue to have the right tindemnified with respect to such indemnificatioaini until such claim for
indemnification has been satisfied or otherwiselkesi as provided in this Article IX

(i)  Any indemnification of a Seller Indemnitee pursutmnthis_Section 9.08hall be effected by wire transfer or transfers of
immediately available funds from Purchaser to avoant or accounts designated in writing by the iapple Seller Indemnitee to
Purchaser within 15 days after the final deterniamathereof.

(b) Purchaser shall have no liability for indemnificatipursuant to Section 9.03(a)(i)(#)th respect to Covered Losses for which
indemnification is provided thereunder unless sDokiered Losses exceed in the aggregate $6,500r0@0jch case Purchaser shall be liable
for all such Covered Losses in excess of such ampuovided, however, that in no event shall Purchaser have any ligtoli
indemnification obligation for Covered Losses icess of $40,000,000; providetiowevetthat the preceding limitations shall not apply to
indemnification with respect to (x) any misrepreséion of or inaccuracy in any Purchaser Fundani@&epresentation or (y) any claims of,
or causes of action arising from, fraud. No Sdhlelemnitee shall be entitled to recover from aremdifying party more than once in respect
of the same Covered Losses.

(c) Except as otherwise specifically provided in thigdement, the Sellers acknowledge that their suleeaclusive remedy with
respect to any and all claims relating to this Agnent, the Acquisition and the other transacti@memplated
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hereby, and the Companies (other than claims afaoses of action arising from, fraud) shall bespant to the indemnification provisions set
forth in Article VIII and this Article IX. In furtherance of the foregoing, each of the@slhereby waives, from and after the Closinghéo t
fullest extent permitted under applicable Law, ang all rights, claims and causes of action (otihan claims of, or causes of action arising
from, fraud) it may have against Purchaser andfftates arising under, based upon or relatinthts Agreement, the Acquisition and the
other transactions contemplated hereby, the Cormapaany document or certificate delivered in cotinecherewith, any applicable Law or
otherwise (except pursuant to the indemnificatimvsions set forth in Article VIland this Article 1X.).

SECTION 9.04. Procedures (a)_Third Party ClaimsIn order for a person (thel hdemnified Party ") to be entitled to any
indemnification provided for under Section 94Y29.03in respect of, arising out of or involving a clamade by any person against the Indemnified
Party (a “Third Party Claim "), such Indemnified Party must notify the indenyitify party in writing (and in reasonable detailitekinto account the
information then available to the Indemnified Padf/the Third Party Claim within 10 business dafter receipt by such Indemnified Party of notice
of the Third Party Claim; providechowever, that failure to give such notification shall radtect the indemnification provided hereunder exdep
the extent the indemnifying party shall have besjudliced as a result of such failure. Thereafter,Indemnified Party shall deliver to the
indemnifying party, as promptly as reasonably pcabie and in any event within ten days after tidemnified Party’s receipt thereof, copies of all
notices and documents (including court papers)vedey the Indemnified Party relating to the Thitdrty Claim.

(b) Assumption. If a Third Party Claim is made against an InddiadiParty, the indemnifying party shall be entitte participate
in the defense thereof and, subject to the linatetiset forth in_Section 9.04(cdo assume the defense thereof with counsel seldt the
indemnifying party; providedhowever, that (i) such counsel is not reasonably objetidaly the Indemnified Party, (ii) prior to assuming
control of such defense, the indemnifying party niusish the Indemnified Party with evidence ttie indemnifying party has adequate
resources to defend the Third Party Claim andlFitéi indemnity obligations, if any, hereunder.the event that the indemnifying party
assumes the defense of a Third-Party Claim in decme with this Section 9.04he indemnifying party shall have a sixty (60y geeriod (the
“ Discovery Period ") following receipt by the indemnifying party obtice of such Third Party Claim during which theémnifying party
shall be entitled to reasonable discovery with eespo the indemnifiable nature of the claims. Tdaemnifying party and the Indemnified
Party shall reasonably cooperate with each othiér espect to such discovery. If the indemnifyirgtp does not provide written notice to the
Indemnified Party by the end of the Discovery Petimat it no longer continues to assume the defeftfee Third-Party Claim, the claims
made in that Third-Party Claim will be conclusivelstablished for purposes of this Agreement asinvitte scope of and subject to
indemnification hereunder. Should the indemnifyjragty so elect to assume and continue the defdres@aird Party Claim in accordance
with and subject to the limitations of this Sectfhf4, the indemnifying party shall not be liable to thdemnified Party for any legal
expenses incurred by the Indemnified Party in cotioe with the defense thereof following the
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Discovery Period. If the indemnifying party assursesh defense, the Indemnified Party shall haveitjie to participate in the defense
thereof and to employ counsel (not reasonably ¢djeio by the indemnifying party), at its own expenseparate from the counsel employed
by the indemnifying party, it being understood ttiet indemnifying party shall control such defemsaccordance with and subject to the
limitations of this_Section 9.04provided, howeverthat the indemnifying party shall be liable for flees and expenses of counsel employed
by the Indemnified Party (A) for any period duriwbich the indemnifying party has not assumed tHerde thereof or (B) if the Indemnified
Party shall reasonably conclude, after consultatiith outside legal counsel, that there is a cohfif interest between the indemnifying party
and the Indemnified Party in the conduct of theedsé of such claim. Each party shall reasonablpem@de, and shall cause its affiliates to
reasonably cooperate in the defense or prosecotiany Third Party Claim and shall retain and pdevipon reasonable request records and
information that are reasonably relevant to sucindMBarty Claim and make employees available onutually convenient basis to provide
additional information and explanation of any miaigorovided hereunder. If the indemnifying parssames the defense of a Third Party
Claim in accordance with and subject to the lindtad of this Section 9.04the indemnifying party shall obtain the prior teeh consent of the
Indemnified Party (such consent shall not be urmeasly withheld) before entering into any settletrefrsuch Third Party Claim; provided
howeverthat consent of the Indemnified Party shall notdzgiired for any such settlement if (X) such set#at includes an unconditional
release of such Indemnified Party from all lialilitn claims that are the subject matter of suchdiarty Claim and does not include any
statement as to or any admission of fault, culfigtol a failure to act by or on behalf of any Ina@fied Party, (Y) the sole relief provided is
monetary damages that are paid in full by the ind8&nmg party and (Z) such settlement does not feamy order, injunction or other
equitable relief to be entered, directly or indihgcagainst the Indemnified Party. If the indenyimfy party does not assume the defense of a
Third Party Claim, the Indemnified Party shall betentitled to indemnification hereunder with retpkereto if it has admitted liability with
respect to, or settled, compromised or dischargech Third Party Claim without the indemnifying fyes prior written consent (such consent
not to be unreasonably withheld).

(c) Limitations on Assumption The indemnifying party shall not be entitled ssame or maintain control of the defense of any
Third Party Claim and shall pay the fees and exp&p$ counsel retained by the Indemnified Par(j) the indemnifying party does not
deliver to the Indemnified Party acknowledgemenrgwth assumption or control within 20 days of netef notice of the Third Party Claim
pursuant to Section 9.04(@jut subject to the right of the indemnifying patyelect not to continue to assume the defensedf claim
following the Discovery Period), (ii) the Third RaiClaim relates to or arises in connection witly animinal proceeding, action, indictment,
allegation or investigation, (iii) the Third Pa@laim seeks an injunction or equitable relief agathe Indemnified Party or any of its affilia
(other than claims for injunctive or equitable eélihat are ancillary to a claim for monetary daeggr (iv) the indemnifying party has failed
or is failing to prosecute or defend vigorously fierd Party Claim.
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(d) Tax Claims. For the avoidance of doubt, the procedures st fio this_Section 9.04hall not apply with regard to Covered Loss
relating to Taxes, for which indemnification prdwiss are set forth in Article VIl

(e) Other Claims In the event any Indemnified Party should haetaan against any indemnifying party under Secidd?or 9.03
that does not involve a Third Party Claim beingeagsl against or sought to be collected from sodernified Party, the Indemnified Party
shall deliver notice of such claim with reasonglriemptness to the indemnifying party. Subject toti®a 9.01, the failure by any
Indemnified Party so to notify the indemnifying peshall not relieve the indemnifying party fromydiability that it may have to such
Indemnified Party under Section 9.6029.03, except to the extent that the indemnifying paeynonstrates that it has been prejudiced by suct
failure.

(f) Mitigation . Purchaser and the Sellers shall cooperate with ether with respect to resolving any claim obility with respect
to which one party is obligated to indemnify theestparty hereunder, including by making commelcigasonably efforts to mitigate or
resolve any such claim or liability. In the evematt Purchasers or the Sellers shall fail to maké sommercially reasonably efforts to mitig
or resolve any claim or liability, then notwithstimg anything else to the contrary contained hetéim other party shall not be required to
indemnify any person for any Covered Losses te#tient that such Covered Losses would reasonaldxpected to have been avoided if
Purchaser or the Sellers, as the case may be, &ael snch efforts.

SECTION 9.05. No Additional Representations

(@) Purchaser acknowledges that it and its represeasdtiave been permitted access to the books andiseacilities, equipment,
Tax Returns, Contracts, insurance policies (or sarien thereof) and other properties and assetedBtisiness that it and its representatives
have desired or requested to see or review, and #rad its representatives have had a full opputy to meet with the Business Employee
discuss the Business. Purchaser acknowledges)thang of the Sellers, the Companies or any gtkeeson has made any representation or
warranty, expressed or implied, as to the Busines$ise accuracy or completeness of any informatgarding the Business furnished or i
available to Purchaser and its representativegptas expressly set forth in this Agreement oiSker Disclosure Letter, (ii) Purchaser has
not relied on any representation or warranty fram$ellers or any other person in determining teranto this Agreement, except as
expressly set forth in this Agreement or the Séllisclosure Letter, and (iii) none of the Sellersany other person shall have or be subject to
any liability to Purchaser or any other person Itegyifrom the distribution to Purchaser, or Pusdr use of, any such information, includ
any information, documents or material made avaléd Purchaser in any “data rooms”, managemersigotations or in any other form in
expectation of the transactions contemplated hefebschaser acknowledges that, should the ClosingroPurchaser shall acquire the
Subject Shares and the Purchased Assets withoutprgsentation or warranty as to merchantabilitfitoess of the assets of the Business
any particular purpose, in an
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“as is” condition and on a “where is” basis, excapotherwise expressly set forth in this Agreenoerhe Seller Disclosure Letter.

(b) In connection with the investigation by Purchadfahe Companies, Purchaser has received or maiveeitem the Companies
certain projections, forward-looking statements atiebr forecasts and certain business plan infeomaPurchaser acknowledges that there
are uncertainties inherent in attempting to malah stimates, projections and other forecasts ks pthat Purchaser is familiar with such
uncertainties, that Purchaser is taking full resuility for making its own evaluation of the adeqy and accuracy of all estimates,
projections and other forecasts and plans so fuediso it (including the reasonableness of theraptions underlying such estimates,
projections, forecasts or plans), and that Purchetssl have no claim against anyone with resgesieto. Accordingly, Purchaser
acknowledges that neither the Companies nor ailyeoSellers or Sellers Representatives, whethan individual, corporate or any other
capacity, make any representation, warranty, cgragbatement with respect to, and Purchaser isshohg on, such estimates, projections,
forecasts or plans (including the reasonableneizecdissumptions underlying such estimates, piojestforecasts or plans).

SECTION 9.06. Determination of Loss Amount

(@) The amount of any and all Covered Losses undepttiisle IX will be determined net of (i) any Tax benefits adyirealized by
any party seeking indemnification hereunder ari$ingh the deductibility (or amortization or capitation or other tax benefit, etc.) of any
such Covered Losses and (ii) any amounts recov@regtoverable by any party or any affiliate ofatp under or pursuant to any insurance
policy, title insurance policy, indemnity, reimbarsent arrangement or Contract pursuant to whieinder which such party or such party’s
affiliates is a party or has rights.

(b) In no event will the Purchaser Indemnitees beledtib recover or make a claim for any amount&sgpect of consequential,
incidental or indirect damages, lost profits, digtians in value or punitive damages and, in paldicuno “multiple of profits” or “multiple of
cash flow” or other valuation methodology will bsad in calculating the amount of any Covered Logsier than for Covered Losses (i)
incurred by a Purchaser Indemnitee in connectidh amy Third Party Claim or (ii) with respect toyamisrepresentation of or inaccuracy in
Section 3.15(q). Attorney, consultant, and other professionasfaed disbursements incurred by an indemnifyingyparconnection with thi
Article IX will be reasonable and based only on time actigbnt, which will be charged at no more than suofegsional’s standard hourly
rate. Notwithstanding any other provision of thigrAement to the contrary, any Covered Loss claineedunder will be in good faith in light
of the facts then known regarding such Covered LBgechaser shall have no right to assert any ghairauant to this Article IXvith respect
to any Covered Loss, cause of action or other ctaithe extent it is a Covered Loss, cause of adicclaim with respect to which Purchaser
or any of its affiliates has taken action (or caligetion to be taken) to accelerate the time periadhich such matter is asserted or payabl
the purpose of asserting a claim for indemnificatiereunder.
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(c) No Purchaser Indemnitee will be entitled to anyeimaification under this Article IXo the extent such matter (i) is taken into
account in the calculation of Final Working Capital(ii) is reasonably described in the Seller disare Letter; providethat this Section 9.06
(c) shall in no way limit any indemnification pursuaatSection 9.02(a)(i)(D)

SECTION 9.07. Adjustments All payments made pursuant_to Articles Vahd_IX shall be treated by the parties hereto on all
applicable Tax Returns as an adjustment to theh@aecPrice.

SECTION 9.08. Subrogation After any indemnification payment is made purduarthis_Article 1X, the indemnifying party shall,
to the extent of such payment, be subrogated tigalis (if any) of the Indemnified Party againsydhird party in connection with the Covered
Losses to which such payment relates. Without iimgithe generality of the preceding sentence, adgmnified Party receiving an indemnification
payment shall execute, upon the written requesteofndemnifying party, any instrument reasonatdgassary to evidence such subrogation rights.

SECTION 9.09. Environmental Indemnification

(@) Purchaser understands and agrees that (i) eacha®erdndemnitee’s right to indemnification undggction 9.02(a)(i)(Ajor
breach of the representations and warranties cmdtanSection 3.1%nd under Section 9.02(a)(i)(#x Indemnified Environmental
Liabilities shall constitute its sole and exclusreenedy against the Sellers with respect to anyremwental matter arising out of acts
occurring or conditions existing on or prior to €ily and relating to the past or current facilit@®perties or operations of the Companies
and their predecessors, including any such matiing under any Environmental Laws and (ii) nodhaser Indemnitee will have the right to
indemnification underSection 9.02(a)(i)(Ajor breach of the representations and warrantiatageed in Section 3.1%other than Section 3.15
(9)) if the Covered Loss for which such right to indefication is an Indemnified Environmental LiabjflitExcept as set forth in this
Agreement, effective at Closing, Purchaser heresiyes any right, whether arising at law or in eguib seek contribution, cost recovery,
damages, or any other recourse or remedy fromeher§, and hereby releases the Sellers from aisncemand or liability, in each case
with respect to any environmental matter arisingafwacts occurring or conditions existing on adiopto Closing and relating to the past or
current facilities, properties or operations of @@mpanies and their predecessors. The Selleltshslva no obligation to indemnify the
Purchaser Indemnitees with respect to Covered kamssing from any Contamination to the extent fiierd as a result of any environmental
sampling or testing after the Closing Date by obehalf of any Purchaser Indemnitee unless suclplgagor testing is (i) required by any
Environmental Law (including any Environmental Laaming into effect on or after the Closing) or Gowaental Entity, (ii) required by any
third party that is legally entitled to do so, inding Boliden, or (iii) incidental to the operatiohthe business consistent
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with the historical operation of the business amdil have been undertaken even in the absenceinflamnity provided hereunder,
including such sampling or testing conducted innemion with changes to the operation of the bsirees reflected in Schedule 9.09(a) or
otherwise consistent with the scope and type abficschanges to the operation of the busines® Sdilers’ obligation to indemnify the
Purchaser Indemnitees for any Remedial Action @amsto this Agreement shall be limited to such RaiadéAction (i) already underway as
the Closing Date; (ii) reasonably necessary tafathe requirements of any applicable Governmehtaity or Environmental Law in effect
of the Closing; (iii) reasonably necessary to resar avoid any investigation, action, claim, sriproceeding by or before a Governmental
Entity; (iv) reasonably necessary to mitigate anyninent and substantial threat to human healthe@ehvironment; or (v) reasonably
necessary to comply with the terms of any contedatbligation or take advantage of a right undeomtract existing as of the Closing; and
then only to the extent that such Remedial Act®uaridertaken in a reasonably cost effective mamssyming continued industrial use of the
applicable Business Property (and industrial or-imolustrial use, as applicable, of any affected gdwater, sediments, surrounding prope
or other impacted areas) and employing risk-bassdiards and institutional controls where availavd reasonably appropriate under the
specific circumstances.

(b) The Sellers shall have no liability for indemnifiicen pursuant to Section 9.02(a)(i)(&jth respect to Indemnified Environmer
Liabilities unless a claim for such Indemnified Eemmental Liabilities is asserted prior to thetfifyear anniversary of the Closing Date.

(c) Inthe event the Sellers make any indemnificatiaynpents to any Purchaser Indemnitee pursuant to8e:02(a)(i)(A)for any
breach of the representations and warranties gétifoSection 3.15 (Environmental Matters) or gz&on 9.02(a)(i)(Ejor Indemnified
Environmental Liabilities that is reasonably detegred to be a result of Contamination existing {i)hee “Leased Land”ds that term is define
in that certain lease agreemensgite Lease ") dated October 7, 1994 by and between Outokumgkkila Zinc Oy, Kokkola Chemicals Oy,
Outokumpu Metals & Resources Oy and OM Group, la€amended; and (ii) prior to December 11, 19¥r¢1991 Contamination "), ther
Purchaser agrees to cause OMG Kokkola Chemicaise¢@easonable good faith efforts to pursue andwestisuch remedies as are availab
it pursuant to the Site Lease with respect to freh1991 Contamination.

(i) If in connection with the foregoing OMG Kokkola Ghials recovers any amounts pursuant to its rightker the Site
Lease for damages suffered or incurred in connegtith such Pret991 Contamination, then the Purchaser Indemnitieals promptly
reimburse the Sellers for any indemnity paymengsipusly made to Purchaser Indemnitees by therSdte such Pre-1991
Contamination but only up to such amounts recebye®MG KokkolaChemicals under the Site Lease, hanhg expenses incurred in
connection with the pursuit and recovery of sucloants.

55

CLI-2060753v12




(i)  Atany time within 30 days following notice by Pheser of its determination to pursue its rightseuritie Site Lease, the
Sellers may at their election assume the prosetofi®@MG Kokkola Chemicals' enforcement of the Siase pursuant to th&ectior
9.09(c)with counsel selected by them reasonably acceptatiteirchaseiprovided however that (A) Purchaser shall have the right to
participate in the prosecution thereof and to empkparate counsel at its own expense, (B) Purckha#t have the right to review &
approve any significant filings, decisions or ssttent agreements made or entered into in connesttbrsuch prosecution, and (C)
Purchaser shall have the right to assume contralich prosecution if the Sellers fail to prosesig@rously such remedies as are
available under the Site Lease.

(i)  From and after the Closing until the later of (Ag texpiration of the survival period set forth iec8on 9.01(a)
applicable to the representations and warrantiegagted in Section 3.1fEnvironmental Matters) or (B) the satisfactiorotiner
resolution of any indemnification claim pursuanSection 3.13Environmental Matters) or Section 9.02(a)(i){fEnding as of such
expiration, Purchaser shall not, and shall caus&s®kkola Chemicals to not, repudiate, impair aritiany right to indemnification
available pursuant to the Site Lease for Contaranat

ARTICLE X

General Provisions

SECTION 10.01. Assignment This Agreement and the rights and obligationgtweder shall not be assignable or transferable by
any party without the prior written consent of tither parties hereto; providethowever, that (a) any party may assign or transfer itetrand
obligations under this Agreement, in whole or friime to time in part, to one or more of its affita at any time and (b) in connection with a Sale
Event, Purchaser may assign or transfer its rightsobligations under this Agreement in whole Kolkola Transferee, including all rights and
obligations of Purchaser, Purchaser Guarantor bupdst-Closing obligations of Purchaser; providedher, howeverthat no such assignment or
transfer shall relieve such party of its obligatidrereunder or enlarge, alter or change any oldigaf any other party hereto or due to such party.
Any attempted assignment or transfer in violatibthés Section 10.0%hall be void. If Purchaser assigns or transfergghts and obligations under
this Agreement to a Kokkola Transferee in connectiith a Sale Event, Purchaser shall (x) use coriaddr reasonable efforts to ensure that during
each Earn-out Year the Business will be provideddequate supply of raw material feed in ordettierBusiness to operate in the ordinary course
consistent with past practice taking into accoyiaable current market conditions and (y) prov@dG with true and complete copies of all
executed transaction documents related to suchEvalet as may be reasonably requested by OMG.|&ity¢ the parties acknowledge and agree
that prior to the Closing Date Koboltti Chemicalsléings Limited intends to specify a newly formedolly owned subsidiary that will be organized
under the laws of Finland to act as “Purchaserétieder. For the avoidance of doubt, Purchaser @tmis obligations under Section 10.413all
remain in full force and effect notwithstanding aassignment or transfer pursuant to this Sectio@110
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SECTION 10.02. No Third-Party Beneficiaries Except as provided in Articles VIdnd_1X, this Agreement is for the sole benefit of
the parties hereto and their permitted assignsnatiung herein expressed or implied shall giveercbnstrued to give to any person, other than the
parties hereto and such assigns, any legal oradgeitights hereunder.

SECTION 10.03. Notices. Any and all notices or other communications divéeies required or permitted to be provided hedzr
shall be in writing and sent by facsimile, by etenic mail, by nationally recognized overnight deuarservice or by registered mail and shall be
deemed given and effective on the earliest oh@)date of transmission, if such notice or commatioa is delivered via electronic mail at the email
address specified in this Section 10dd3acsimile at the facsimile telephone number B@ektin this_Section 10.03in either case, prior to 5:00 p.m.
(New York City time) on a business day and, in eza$e, a copy is sent on such business day bynalifisecognized overnight courier service, (ii)
the business day after the date of transmissicudfi notice or communication is delivered via tetic mail at the email address specified in this
Section 10.0®r facsimile at the facsimile telephone number igetin this Section 10.03in each case, later than 5:00 p.m. (New York Gihe)
on any date and earlier than 12 midnight (New Y®itly time) on the following date and a copy is sentater than such date by nationally
recognized overnight courier service, (iii) wheneawed, if sent by nationally recognized overnigbirier service (other than in the cases of clauses

(i) and (ii) above), or (iv) upon actual receiptthye party to whom such notice is required to bemiif sent by registered mail. The address fohsuc
notices and communications shall be as follows:

(a) ifto Purchaser, to:

c/o Freeport-McMoRan Copper & Gold Inc.

333 N. Central Avenue

Phoenix, Arizona 85004 USA

Facsimile No.: (602) 453-1634

Email: Dan_Kravets@FMI.com
Ann_Hayward@FMI.com

Attention: Dan P. Kravets

with copies to:

c/o Freeport-McMoRan Copper & Gold Inc.
333 N. Central Avenue

Phoenix, Arizona 85004 USA

Facsimile No.: (602) 366-7691

Attention: General Counsel

Davis Polk & Wardwell LLP

450 Lexington Avenue

New York, New York 10017
Telephone No.: (212) 450-4000
Facsimile No.:  (212) 701-5800
Email: paul.kingsley@davispolk.com
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Attention: Paul R. Kingsley, Esq.

(b) if to the Sellers, to:

OM Group, Inc.

127 Public Square

1500 Key Tower

Cleveland, OH 44114

Telephone No.: (216) 263-7465
Facsimile No.: (216) 263-7757

Email: Valerie.Sachs@omgi.com
Attention: Valerie Gentile Sachs, Esq.

with a copy to:

Jones Day

North Point

901 Lakeside Avenue

Cleveland, Ohio 44114

Telephone No.: (216) 586-3939
Facsimile No.: (216) 579-0212

Email: jpdougherty@jonesday.com
Attention: James P. Dougherty, Esq.

SECTION 10.04. Interpretation; Exhibits and Schedules; Certainiigbns . (a) The following provisions shall be applied wdeer
appropriate herein: (i) “herein,” “hereby,” “herader,” “hereof” and other equivalent words shalkreb this Agreement as an entirety and not solely
to the particular portion of this Agreement in whiny such word is used; (ii) all definitions settt herein shall be deemed applicable whether the
words defined are used herein in the singular empthral; (iii) wherever used herein, any pronoupmnouns shall be deemed to include both the
singular and plural and to cover all genders; iV jaccounting terms not specifically defined herghall be construed in accordance with GAAP; (v)
this Agreement shall be deemed to have been driaftélde parties and this Agreement shall not besttoad against any party as the principal
draftsperson hereof; (vi) any references heresnparticular Section, Article, Exhibit or disclosuetter means a Section or Article of, or an Eilak
disclosure letter to, this Agreement unless analgeeement is specified; (vii) all references teit@ns in this Agreement to Law, statutes or
regulations or Law, statutory or regulatory prosis shall, when the context requires, be considgtations to such statutes, regulations, or
provisions directly or indirectly superseding sstitutes, regulations, or provisions; (viii) thehibits and disclosure letters attached hereto are
incorporated herein by reference and shall be densd part of this Agreement; (ix) the headingthia Agreement are for convenience of
identification only and are not intended to deseribterpret, define or limit the scope, extentinbent of this Agreement or any provision herggy;
unless otherwise expressly provided, wherever ¢tinsent of any person is required or permitted hegeich consent may be withheld in such
person’s sole and absolute discretion; (xi) inalgdimeans “including, without limitation;” (xii) &references to “dollars” or “$” shall be deemed
references to the lawful
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money of the United States of America and (xiig thord “extent” in the phrase “to the extent” me#iresdegree to which a subject or other thing
extends, and such phrase does not mean simplyTtige”disclosure of any matter or item in any disote letter hereto shall not be deemed to
constitute an acknowledgement that any such miattequired to be disclosed or is otherwise mdtehiay matter set forth in any provision,
subprovision, section or subsection of any discseiter hereto shall only be deemed to be anpdixgeto (or, as applicable, a disclosure for the
purposes of) (A) the representations and warrafiesovenants, as applicable) of the relevantythet are contained in the corresponding Sectf
this Agreement and (B) any other representatiodsaarranties (or covenants, as applicable) thatanéained in this Agreement, but only if the
relevance of that reference as an exception ta @isclosure for the purposes of) such representatind warranties (or covenants, as applicable)
would be reasonably apparent. Any capitalized tarsesl in any Exhibit or disclosure letter but nibteowise defined therein, shall have the meaning
as defined in this Agreement.

(b) For all purposes hereof:

“ affiliate ” of any person means another person that directigdirectly, through one or more intermediariestrols, is controlled
by, or is under common control with, such firstqmer. For purposes of this definition, “control”¢lading, with correlative meanings, the terms “
controlled by’ and “ under common control with), as used with respect to any person shall meampossession, directly or indirectly, of the power
to direct or cause the direction of the manageraedtpolicies of such person, whether through theesship of voting securities, by Contract or
otherwise;_provided however, that for the avoidance of doubt, with resped®tiochaser, “affiliate” shall be deemed to includeteof (i) Freeport-
McMoRan Copper & Gold Inc. and (ii) Lundin Miningo@oration.

“ Applicable Anti-Corruption Laws” means all applicable anti-bribery, anti-corrupti@and anti-money laundering Laws, including
U.S. Foreign Corrupt Practices Act of 1977 (as afedh

“ Balance Sheet " means the pro forma unaudited balance sheetedBtlsiness as at June 30, 2012.

“ Boliden Permit ” means the decision issued by the EnvironmentahRégency of Western Finland on 15 May 2008 (d&wi
number 15/2008/1) as amended by Vaasa Administr&ourt on 11 October 2011 (decision number 11/ &hd the Supreme Administrative
Court on 11 October 2012 (KHO 11.10.2012 t. 275®) the decision issued by the Environmental Petgéncy of Western Finland on 23
December 2009 (decision number 58/2009/1) as anddnygl¥aasa Administrative Court on 11 October 2@ecision number 11/0277/1) and the
Supreme Administrative Court on 11 October 2012 (KHL.10.2012 t. 2755).

“ Business” means the business operations of the CompantethanPurchased Assets.
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“ business day " means any day, other than a Saturday or Sundeyhich commercial banks are not required or aigbdrto close in
the City of New York.

“ Business Employee ” means (i) any employee of the Sellers or anyhefrtaffiliates who is employed solely in connentigith the
Business or any such individual who is on shonttdisability leave, authorized leave of absencédtary service or layeff with recall rights as of tF
Closing and (ii) those employees of the Sellertheir affiliates who are listed in Section 10.04¢bjhe Seller Disclosure Letter.

“ Business I ntellectual Property ” means all Owned Intellectual Property and Licehkgellectual Property.

“ Business Material Adverse Effect ” means a material adverse effect on the busimesslition (financial or otherwise), results of
operations, assets or liabilities of the Businedsen as a whole; providedhowever, that any such effect resulting or arising fronredating to any o
the following matters shall not be considered wtietermining whether a Business Material AdversedEfhas occurred or would be reasonably
likely to occur: (i) the general conditions in timelustries in which the Business operates (inclydimanges in cobalt prices or), including compaatiti
in any of the geographic areas in which the Busimgerates or developments or changes thereianfficonditions in the general economy in any of
the geographic areas in which the Business opevai@svelopments or changes therein; (iii) polltmanditions, including acts of war (whether or
declared), armed hostilities and terrorism, or dtgwments or changes therein; (iv) any conditiossiittng from natural or manmade disasters or ¢
Acts of God; (v) compliance by the Sellers withitlmvenants and agreements contained in this Ageeg (vi) the failure of the financial or
operating performance of the Business to meetriatgarojections or budgets for any period priordiv,or after the date of this Agreement (provided
that the effects, events, circumstances and conditinderlying such failure may be considered terd@ning whether a Business Material Adverse
Effect has occurred); (vii) any action taken or tted to be taken by or at the request or with thesent of Purchaser; or (viii) the announcement of
this Agreement or the transactions contemplateedyefincluding any action by a Governmental Engitth respect to any Contract or Permit of any
of the Companies); provided furthelmowever, that with respect to clauses (i), (ii), (i) atid), effects shall be considered to the exteat they
disproportionately affect the Business relativettwer participants in any industry in which the Bess operates.

“ Cash on Hand " means, as of the close of business on the Cld3atg, all cash, all cash equivalents and marketsdxturities of the
Companies, as determined based on principles,ipeacnd methodologies consistent with those usedepare the Financial Statements.

“ Certified Indebtedness” means all indebtedness for borrowed money (iriolgithe current portion thereof) of the Companés]
any and all accrued interest, prepayment premiamage-whole premiums or penalties and fees or exggesssociated with the prepayment of such
indebtedness.

“ Code " means the Internal Revenue Code of 1986, as agtermd successor statute then in effect.
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“ Company Plan " means any Employee Plan that is sponsored, miagdar entered into by the Companies or will otfise impose
any continuing obligations or liabilities on the@panies, Purchaser or any of its affiliates.

“ Contamination " means the emission, discharge or release of @zatdous Material to, on, onto or into the envirentrand the
physical effects of such emission, discharge @as# on the environment, including the presendsteexe, or threatened presence or existence t
such Hazardous Material.

“ Contract " means any written contract, lease, license, lmacredit agreement, indenture, agreement, arraeggrmommitment or
other legally binding arrangement.

“ Covered Loss” means any and all losses, liabilities (excludingticment liabilities), claims, fines, deficienciegmages, obligation
payments (including those arising out of any set#let, judgment or compromise relating to any Prditeg, costs and expenses (including interest
and penalties due and payable with respect tharetoeasonable attorneys’, consultants’ and acaatsitfees and any other reasonable oytaxfke
expenses), including any of the foregoing arisindar, out of or in connection with any Proceedihgigment or award of any arbitrator of any kind,

or any Law or Contract; providechowever, that Covered Loss with respect to Section 9.¢2(A) and_Section 9.03(a)(i)(A9xcludes any loss or
liability having an aggregate value of less tha@,880.

“ Environmental Laws” means, collectively, any and all Laws, JudgmemtBermits relating in any way to Contaminationy an
Hazardous Material, the environment (indoor andloaoi), natural resources, or protection of heatith safety, including those relating to exposures
or threatened exposures of any person to, or emnissilischarges, releases, or threatened emisdisnbarges or releases to, on, in, under, frong
or into the environment of, any Hazardous Mateiadluding, without limitation the European Unior@ulation of 18 December 2006 known as the
Registration, Evaluation, Authorisation and Resitsit of Chemicals Regulation, or REACH, as amended.

“ Environmental Liability ” means any and all Liabilities, losses, claims)giges, damages, costs and expenses of whatewee roat
kind, known or unknown, contingent or otherwiséatiag in any way to compliance with, or arisingden or from, any Environmental Law or arising
under any theory of law or equity and relatingaioarising from, Contamination or the use, treatingtorage, disposal, transport, generation,
management, release, emission, discharge, or hgnaflj or exposure to, any Hazardous Material.

“ ERISA " means the Employee Retirement Income SecurityofAd974.

“ GAAP " means United States generally accepted accouptingiples, consistently applied.

“ Governmental Entity ” means any transnational, national, state, locé@ign government or any court of competentsiiGtion,

regulatory or administrative agency or commissipntber governmental authority, official or instrantality, domestic or foreign, including any
political subdivision thereof.
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“ Government Official ” means any person qualifying as a public officiah “foreign official” under countries where ther@panies
are organized, or any other nation in which theifss does business, including (a) a person hobltingfficial position, such as an employee, off]
or director, with any Governmental Entity; (b) a@ndglividual “acting in an official capacity”, sucls @ delegation of authority, from a Governmental
Entity to carry out official responsibilities, inaling a specific project assignment; and (c) aitiaffof a Public International Organization suchtiae
United Nations, the World Bank, the InternationadMétary Fund, or regional development banks, sacheAfrican Development Bank and the
European Bank for Reconstruction and Development.

“ Hazardous Material ” means any element, substance, chemical, compoumixture whether solid, liquid or gaseous, tlfa}:is
subject to regulation of any kind by any GovernmakBntity or statutory or regulatory body with redao the environment or protection of health
safety or otherwise under environmental Laws; ditlfb exposure, presence or existence to or oftwsgtiall at any time give rise to any
Environmental Liability; including without limitatin, petroleum, its derivatives, by-products anepttydrocarbons, asbestos, asbestos-containing
materials, lead, lead-based products and toxic mold

“ Immediate Family ” means, with respect to an individual, a chilépsthild, parent, stepparent, sibling or currenuspomother-in-
law, father-in-law, son-in-law, daughter-in-lawpbrer-in-law or sister-in-law, and includes any ptilce relationships.

“ Indebtedness” means (i) all obligations for borrowed money) €l obligations evidenced by notes, bonds, delrest mortgages,
deeds of trusts or other instruments, (iii) allightions for the deferred purchase price of prgpertservices (other than current liabilities inear in
the ordinary course of business that are takenaiotount in the calculation of Net Working Capitély) all commitments by which a person assut
creditor against loss (including contingent reingament obligations regarding letters of creditheextent drawn), (v) all obligations under
capitalized leases, (vi) all guarantees (other firaduct warranties made in the ordinary courdeusfness), including guarantees of any items set
forth in clauses (i) through (v) and, with respcany person, any financial liability of anothergon that is recourse to such person or any of its
assets or that is otherwise its legal liabilitythwait is secured in whole or in part by the asskessich person (whether or not such obligation ssiased
by such person), and (vii) all outstanding prepaynpeemiums, if any, and accrued interest, feesexpenses related to any of the items set forth in
clauses (i) through (vi).

“ Indemnified Environmental Liability ” means any Liability for Remedial Action, or anjahility in respect of, arising out of or
involving any Third Party Claim, that arises in oenxtion with or in any way relates to any Contartigraat, on or under, or migrating from, any
Business Property or attributable to any Hazardwaterial resulting from the operation ofthe Busimes from operations at or on any Business
Property, in each case prior to the Closing Datkvalnether or not such Contamination is discloseitiénSeller Disclosure Letter.

“ Intellectual Property ” means any and all of the following, whether ot registered: patents, patent applications and ctia¢utory
invention registrations; trademarks, service markgle names, brand names, trade dress, sloggos, laternet domain names,
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uniform resource locators and all other sourcetitiers, and the goodwill associated with any af thregoing; inventions (whether patentable or,
industrial designs, design rights, discoveriesroupments, ideas, designs, models, formulae, patteompilations, data collections, drawings,
blueprints, mask works, devices, methods, techsiquecesses, know-how, proprietary informatiorstauner lists, software, technical information
and trade secrets; copyrights, copyrightable wakd, rights in databases and data collectionsr attedlectual or industrial property rights and
foreign equivalent or counterpart rights and foohprotection of a similar or analogous natureng af the foregoing or having similar effect in any
jurisdiction throughout the world; and registrasemnd applications for registration of any of theefjoing, including any renewals, extensic
continuations (in whole or in part), divisional;-Bxaminations or reissues or equivalent or countetpareof; and all documentation and
embodiments of the foregoing; and all rights to aueecover and retain damages, costs and attorieegsfor past, present or future infringement,
misappropriation or other violation of any of tloedigoing.

“ Inventory ” means raw materials, work-in-process, finisheddg) supplies and other inventories of the Business
“ Judgment ” means any judgment, injunction, order or decrieeny Governmental Entity.

“ Knowledge " means the knowledge, with respect to the Seltdrany person listed in Section 10.04¢ibthe Seller Disclosure Lette
and with respect to Purchaser, of any executivieasfbf Purchaser or Purchaser Guarantor.

“ Law” means any constitution, treaty, convention, cadite, code, order, injunction, Judgment, agreemight Permit, restriction,
decree, ruling, statute, law (including common lasvilinance, rule, regulation or similar requireinemacted, adopted, promulgated or applied by
Governmental Entity.

“ Labor Agreements” mean any and all Contracts, collective bargairdaggeements and other labor agreements betweent #mgy
Companies or the Sellers on behalf of the Busir@sthe one hand, and any certified or lawfullyogatized labor organization representing Business
Employees employed by any of the Companies, oottier hand.

“ Liability ” means any liability, cost, expense, debt or dailmn of any kind, character, or description, arigether known or
unknown, accrued, absolute, determined, determenabhtingent or otherwise, and regardless of vasserted or by whom.

“ Licensed Intellectual Property ” means all Intellectual Property owned by thirdtj@s (x) the licenses, sublicenses and othersight
which are included in the Purchased Assets oi¢ghted, sublicensed or otherwise made availaldeymf the Companies.

“ Lien " means any mortgage, deed of trust, lien, licepiaige, hypothecation, attachment, levy, rigtfirsf offer, right of first
refusal, security interest, charge, easement, Jeatease, covenant, right of way, option, clamstriction, encumbrance or other adverse
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claim of any kind, in each case whether voluntdrilyurred or arising by operation of Law, otherrthastriction on transfer pursuant to applicable
securities Laws.

“ Net Working Capital ” means the current assets of the Business onsolidated basis, minuke current liabilities of the Business
on a consolidated basis, in each case, as caldutatecordance with GAAP and taking into accohet¢ategories of exclusions set forth under the
column “Exclusions” on the Working Capital Staternen

“ OMG Finland " means OMG Finland Oy, a limited company organiaader the laws of Finland.

“ OMG Finland Business Employees " means the Employees of OMG Finland, as set fontiSection 10.04(k)f the Seller Disclosur
Schedule.

“ Owned I ntellectual Property ” means all Intellectual Property (x) included retPurchased Assets or (y) owned, or purporteé to b
owned, by the Companies.

“ Permitted Liens” means (i) mechanics’, carriers’, workmen'’s, repan’s Liens arising or incurred in the ordinaryse of
business, which are not yet due and payable antlfax Taxes that are not due and payable or thgtthereafter be paid without penalty (and for
which adequate accruals or reserves have beedigis¢éabon the Balance Sheet), (ii) Liens that sealligations that are reflected as liabilitiestios
Balance Sheet (other than Liens encumbering aninBss Property), (iii) other minor imperfectionstibie or encumbrances, if any, (iv) leases,
subleases and similar agreements set forth ind®e8tD6of the Seller Disclosure Letter, (v) easementseoants, rights-of-way and other similar
restrictions, (vi) (A) zoning, building and othemdar restrictions and (B) Liens that have beescpl by any developer, landlord or other thirdypart
on property over which the Business has easengitsror on any Leased Property and subordinatiamatar agreements relating thereto, provided
that, in the case of matters described in claugg\), and (vi), individually or in the aggret® such matters do not materially impair or irgesf
with, and would not reasonably be expected to riagimpair or interfere with, the continued usedeoperation of the assets to which they relate in
the conduct of the Business as presently conducted.

“ person ” means any individual, firm, corporation, partrigps limited liability company, association, trugtint venture,
Governmental Entity or other entity.

“ Post-Closing Tax Period ” means all taxable periods or portions thereof begmafter the Closing Date; if a taxable periodibe or
or prior to the Closing Date and ends after thesi@lp Date, then the portion of the taxable periad begins immediately after the Closing Date shall
constitute a Post-Closing Tax Period.

“ Pre-Closing Tax Period ” means all taxable periods or portions thereofiegpadn or before the Closing Date; if a taxablaqubr
begins on or prior to the Closing Date and endr difie Closing Date, then the portion of the tagadgriod that ends on and includes the Closing
shall constitute a Pre-Closing Tax Period.

“ Proceeding ” means any claim, audit, investigation, action, sujproceeding, whether judicial, administrativesminal or arbitral, by
or before any Governmental Entity.
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“ Purchaser Guarantor Change of Control ” means (a) any person becomes the beneficial oafreguity securities of Purchaser
Guarantor representing 50% or more of the combumtihg power of Purchaser Guarantor’s then outstensecurities; (b) the consummation of a
merger or consolidation of Purchaser Guarantor aiity other person; or (c) the consummation of @ satlisposition of all or substantially all of the
assets of Purchaser Guarantor to any other person.

“ Purchaser Material Adverse Effect ” means a material adverse effect, individuallynothe aggregate, on the ability of Purchaser to
(i) perform its obligations under this Agreementigrconsummate the Acquisition and the other seations contemplated hereby.

“ Related Party " means, with respect to any person, any of thieviohg: (i) any executive officer, director, manage trustee of such
person; (ii) any affiliate or “associate” (as stetm is defined in the rules and regulations pragjatdd under the 1933 Act) of such person; (iii) any
Immediate Family member of any of the foregoingspes; or (iv) any trust or other similar entityated or operating for the benefit of any person
referred to in the foregoing clauses (i) througih. (i

“ Remedial Action ” means any investigation, remediation, clean bptement, removal or monitoring (or words of simitaport) of
Hazardous Materials.

“ Retention Agreements” means any retention agreements entered into leet@&1G and a Business Employee.

“ Sale Event ” means any transaction pursuant to which a pefsthrer than a wholly-owned subsidiary of Purch&earantor) (a “
Kokkola Transferee”) acquires, directly or indirectly (other thanasesult of a Purchaser Guarantor Change of Con(egla majority of the capital
stock or other equity interests of OMG Kokkola Clieats (whether by merger, consolidation, joint weatsale or transfer of capital stock or
otherwise) or (b) all or substantially all of thesats of OMG Kokkola Chemicals, in the case ofegitif the foregoing, in one or more transactions.

“ Seller Plan ” means any Employee Plan that is sponsored, niagdar entered into by Seller or any of its adfiis other than the
Companies.

“ Sellers Representative ” means any officer, director or employee of or @amestment banker, attorney, accountant or ottieisar or
representative of, the Sellers or any of theiliafés.

“ Seller Retained Indemnified Liabilities” means (i) any Liability arising out of or relagjrio the termination of Contracts pursuant to
Section 5.12(b) (ii) any Liability arising out of or relating tany Contract as in effect as of or prior to thestig, and the performance thereof,
between any of the Companies, on the one handa &sller Retained Indemnified Liability Party, ¢ tother hand (other than Liabilities arising
pursuant to the terms of the applicable Contractd, (iii) any Liability arising out of or relating service by any Business Employee as a director o
officer of a Seller Retained Indemnified LiabilBarty.
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“ Seller Retained Indemnified Liability Party ” means either of (i) Groupement pour le TraitenganiTerril de Lubumbashi Limited or
(ii) Key Professional Services Limited.

“ Sellers Material Adverse Effect ” means a material adverse effect, individuallyrothe aggregate, on the ability of the Sellersd(i)
perform their respective obligations under thisénent, or (ii) to consummate the Acquisition dreldther transactions contemplated hereby.

“ Target Working Capital " means $150,046,000.

“ Transfer Taxes” means all sales (including bulk sales), use,si@m recording, ad valorem, privilege, documentgrgssreceipts,
registration, conveyance, excise, license, stanginoitar Taxes and fees arising on the transactdfestuated pursuant to this Agreement and, with
respect to the Finland Security Transaction Tagluskve of any interest, penalty, or addition t tiaereon (all of which shall be borne by Purchp:

“ Working Capital Statement " means the unaudited Net Working Capital statersehforth in Section 10.04(of the Seller
Disclosure Letter.

(h) Location of Additional Defined Terms. Set forth twlis a list of terms defined elsewhere in this @gnent:

CLI-2060753v12

Term Section
Accounting Firm 1.10(b)
Acquisition 1.02
Agreement Preamble
Allocation Statement 1.07
Antitrust Laws 5.05(d)
Assumed Liabilities 1.04
Balance Sheet 3.04
Balance Sheet Date 3.05(a)
Base Purchase Price 1.07(a)
Boliden 3.15(g)
Business Property 3.06
Chemicals Europe Shares Recitals
Closing 1.08
Closing Date 1.08
Cobalt Alloy Sales Agreement 1.09(a)(v)
Companies Recitals
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Term Section
Company Return 3.10(h)
Confidentiality Agreements 5.03(a)
Crisolteq Recitals
Crisolteq Shares Recitals
Deductible 9.02(b)
Discovery Period 9.04(b)
Distribution Agreement 1.09(a)(vi)
Earn-out Payment Exhibit A
Employee Plan 3.12(a)
End Date 7.01(a)(iv)
Estimated Cash on Hand 1.09(a)(i)
Europe Shares Recitals
Excluded Assets 1.03
Excluded Liabilities 1.05
Filing Deadline 5.05(c)
Financial Statements 3.04
Final Cash on Hand 1.10(a)
Final Working Capital 1.10(a)
Final Working Capital Statement 1.10(a)
Finland Security Transaction Tax 8.01(c)
General Enforceability Exceptions 2.02
Guarantee 5.15
Indemnified Party 9.04(a)
Insurance Plans 5.07(g)
Kokkola Transferee 10.04(b)
Leased Property 3.06
Material Contracts 3.09(b)
Name Transition Period 5.09(b)
Names 5.09(a)
Non-US Employee Plan 3.12(a)
OMG Preamble
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Term
OMG Americas

OMG Europe

OMG Europe Shares

OMG Harjavalta

OMG Japan

OMG Japan Shares

Owned Property

Permits

Personal Property Lease

Policies

Pre-1991 Contamination

Purchase Price

Purchased Assets

Purchaser

Purchaser Fundamental Representations
Purchaser Guarantor

Purchaser Indemnitees

Purchaser Obligations

Purchaser Tax Act

Qsl

QSI Shares

Registered Intellectual Property
Restricted Business

Seller Group

Sellers

Seller Disclosure Letter

Seller Fundamental Representations
Seller Indemnitees

Services Agreement

Site Lease
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Section
Preamble
Recitals
Recitals
Preamble
Recitals
Recitals
3.06
3.14(b)
3.05(a)
3.19
9.09(c)
1.07(a)
1.02
Preamble
9.01(a)
Preamble
8.02(a)
10.13
8.02(a)
Recitals
Recitals
3.07(a)
5.13(a)
3.10(h)
Preamble
Article 11l
9.01(a)
8.02(b)
1.09(a)(vii)
9.09(b)




Term
Straddle Period

Subject Agreement

Subject Shares

Tax Asset

Tax Authority

Tax Claim

Tax Grant

Tax Loss

Tax Return

Tax Sharing Agreement

Taxes

Taxing Authority

Third Party Claim

Transferred Employees
Transition Services Agreement
U.S. Allocation

Voting Company Debt

SECTION 10.05. Counterparts This Agreement may be executed in one or morateoparts, all of which shall be considered one
and the same agreement, and shall become effedtier one or more such counterparts have been sinedch party and delivered to the other

party.

SECTION 10.06. Entire Agreement This Agreement (including the Seller Disclosurdter and Exhibits) and the Confidentiality
Agreements contain the entire agreement and uraglisy among the parties hereto with respect teulbgect matter hereof and supersede all prior
agreements and understandings relating to sucbcubptter. None of the parties shall be liablbarnd to any other party in any manner by any
representations, warranties or covenants relatirsgith subject matter except as specifically gt feerein (including the Seller Disclosure Letiec

Exhibits) or in or the Confidentiality Agreements.

SECTION 10.07. Amendments and Waiverd his Agreement may not be amended except bysirument in writing signed on

behalf of each of the parties hereto. By an inséwniin writing Purchaser, on the one hand, or #l&, on the other hand, may waive complianc
the other with any term or provision of this Agrearhthat such other party was or is obligated rogyg with or perform.
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Section
8.01(b)
5.01(xii)(B)
Recitals
3.10(h)
3.10(h)
8.02(c)(i)
3.10(h)
8.02(a)
3.10(h)
3.10(h)
3.10(h)
3.10(h)
9.04(a)
5.07(b)
1.09(a)(iv)
8.01(f)
3.02




SECTION 10.08. Severability. If any provision of this Agreement (or any portithereof) or the application of any such provision
(or any portion thereof) to any person or circumséshall be held invalid, illegal or unenforceahblany respect by a court of competent jurisdici
such invalidity, illegality or unenforceability shaot affect any other provision hereof (or thenggning portion thereof) or the application of such
provision to any other persons or circumstances.

SECTION 10.09. Governing Law and Jurisdictian

(@) This Agreement and all disputes or controversiesray out of or relating to this Agreement or thensactions contemplated by
this Agreement shall be governed by, and constivadcordance with, the internal laws of the Stdtew York, without regard to the laws
of any other jurisdiction that might be applied &ase of the conflicts of law principles of the 8taf New York (other than Section 5-1401 of
the New York General Obligations Law).

(b) The parties agree that irreparable damage wouldraedche event that any of the provisions of thigeement were not
performed in accordance with their specific terms/ere otherwise breached. It is accordingly agteatthe parties shall be entitled to seek
an injunction or injunctions or other appropriatgi¢able relief to prevent breaches of this Agreenaad to enforce specifically the terms and
provisions of this Agreement in any New York Stetert sitting in New York County or, if subject rtextjurisdiction exists, in the United
States District Court for the Southern DistrictNg#w York, this being in addition to any other reméd which they are entitled at Law or in
equity, and the parties hereby waive in any suckgeding the defense of adequacy of a remedy atbhavany requirement for the securing
or posting of any bond or any other security relatesuch equitable relief. In addition, each @ garties hereto (i) submits to the personal
jurisdiction of any New York State court sittinghew York County or the United States District Cdfior the Southern District of New York
in the event any dispute (whether in contract, doxitherwise) arises out of this Agreement, (jeges that it will not attempt to deny or defeat
such personal jurisdiction by motion or other rexjder leave from any such court and (iii) agrées tt will not bring any action relating to
this Agreement in any court other than any New Y8t&te court sitting in New York County or, if sabf matter jurisdiction exists, in the
United States District Court for the Southern Distof New York.

SECTION 10.10. Attorney-Client Privilege and Conflict WaiverJones Day has represented the Sellers and ffi@tes. All of the
parties recognize the commonality of interest thésts and will continue to exist until Closing datie parties agree that such commonality of ist
should continue to be recognized after the Closipecifically, the parties agree that (i) Purchasaill not, and shall cause the Companies not to,
seek to have Jones Day disqualified from represgnlie Sellers, the Seller Indemnitees and thepeaetive affiliates in connection with any dispute
that may arise between the Sellers, the Sellemhmitees or their respective affiliates and Purchas¢he Companies in connection with this
Agreement or the transactions contemplated here8\(ig in connection with any such dispute thatyraaise between the Sellers, the Seller
Indemnitees or their respective affiliates and Raser, the Sellers, the Seller Indemnitees or thepective affiliates involved in such
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dispute (and not Purchaser) will have the righde¢oide whether or not to waive the attorney-cl@ntilege that may apply to any communications
between any Seller and Jones Day that occurredebife Closing.

SECTION 10.11. WAIVER OF JURY TRIAL. EACH PARTY HEREBY WAIVES TO THE FULLEST EXTENT FEMITTED
BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT TO ANY LITIGATION DIRECTLY OR
INDIRECTLY ARISING OUT OF, UNDER OR IN CONNECTION WH THIS AGREEMENT OR ANY TRANSACTION CONTEMPLATED
HEREBY. EACH PARTY (i) CERTIFIES THAT NO REPRESENTAVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH ORHEARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEKTO
ENFORCE THE FOREGOING WAIVER AND (ii)) ACKNOWLEDGES$HAT IT AND THE OTHER PARTY HERETO HAS BEEN INDUCED
TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGSHE MUTUAL WAIVERS AND CERTIFICATIONS IN THISSECTION
10.11.

SECTION 10.12. Translation This Agreement has been executed in the Englislage. If this Agreement is translated into
another language, the English language text shalhy event prevail.

SECTION 10.13. Purchaser GuarantoPurchaser Guarantor hereby irrevocably and urtiondlly guarantees to the Sellers the
prompt and complete performance by Purchaser of &lrchaser’s obligations and covenants requiyetthis Agreement, including the due and
punctual payment of all amounts which are or magolree due and payable by Purchaser hereunder, inglady Earn-out Payment provided for
pursuant to Exhibit A when and as the same shall become due and pdgaldztively, the “Purchaser Obligations”), in accordance with the terr
hereof. Purchaser Guarantor acknowledges and atipatesvith respect to all Purchaser Obligationpag money, such guaranty shall be a guaranty
of payment and performance and not of collectich strall not be released, discharged, mitigatedaireg or affected by:

(i) any dissolution, insolvency, bankruptcy, liquidatievinding-up or other proceeding affecting thedPasser, Purchaser
Guarantor;

(i)  any unenforceability or invalidity in respect ofyambligations of Purchaser under this Agreemeraryr other document
or instrument;

(i)  any change in the existence, control, capital strecor constitution of Purchaser or Purchaser &tar, or any merger,
amalgamation or reorganization of Purchaser ortager Guarantor;

(iv) any extensions of time, indulgences or modificagiamich the Sellers or any of their affiliates negend to or make
with Purchaser in respect of the performance obtigations guaranteed hereunder (except to tlenethat such indulgences or
modifications affect the obligations guaranteecehader);
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(v) any amendment, modification, supplement or replaceraf this Agreement or any other document orumsént (except
to the extent that such amendment, modificatioppment or replacement affects the obligationsajuaed hereunder);

(vi) the occurrence of any change in the Laws of arigdiation or by any present or future action of &gvernmental
Entity amending, varying, reducing or otherwiseeafing, or purporting to amend, vary, reduce oentlise affect, any of the
obligations guaranteed hereunder or the obligatdifurchaser Guarantor under this guarantee; and

(viiy any other circumstance (other than payment andtafaction in full of the obligation guaranteeddwender) that might
otherwise constitute a legal or equitable dischafgeurchaser under this Agreement or of Purch@s@rantor in respect of its
obligation hereunder.

(b) If Purchaser shall default in the due and pungteaiormance of any Purchaser Obligation, includimgfull and timely payment
of any amount due and payable pursuant to any BseclObligation, Purchaser Guarantor will forthwigrform or cause to be performed
such Purchaser Obligation and will forthwith mak# payment of any amount due with respect thea¢tits sole cost and expense.

(c) Purchaser Guarantor represents and warrants Yfrurihaser Guarantor has full power and authtwigxecute, deliver and
perform this Agreement, (ii) the execution, delivand performance of this Agreement by Purchaser&uor has been duly authorized by
necessary corporate action by the Purchaser Goayéiij this Agreement has been duly and execuated delivered by Purchaser Guarantor
and this Agreement constitutes its valid and bigdibligation, enforceable against Purchaser Guaréamgaccordance with its terms, subjec
the General Enforceability Exceptions.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Sellers and Purchaser ldaNge executed this Agreement as of the date firéitem above.

OMG HARJAVALTA CHEMICALS HOLDING BV

by
Name:
Title:
by
Name:
Title:

OMG AMERICAS, INC.
by

Name:
Title:

OM GROUP, INC.
by

Name:
Title:

KOBOLTTI CHEMICALS HOLDINGS LIMITED

by

Name:

Title:
FREEPORT-MCMORAN CORPORATION
by

Name:

Title:
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Exhibit A

Earn-out Payments

Article |
Definitions

SECTION 1.01. Definitions. The following terms, as used herein, have the ¥atig meanings:

“ Cobalt Revenue ” means, with respect to the Business for any petiee gross amount of revenue from sales of cgatétucts for such
period, in arm’s length sales by the Business,ushil (i) all amounts received from resale of cobadtal, (ii) all byproduct revenue, such as, but
limited to, copper, nickel and germanium, (iii) aletal additive revenue components of cobalt prisjstich as, but not limited to, nickel and
manganese and (iv) all other revenue of the Busirtes the avoidance of doubt, cobalt revenue falmg, or “recycle”, of metal provided by
customers and refined at Kokkola does not include“pass-through” of metal raw material cost, antyéncludes the value-added and applicable
premium associated with the Business’s refining @ersion of such products.

“ Cobalt Revenue Coefficient ” means,

with respect to the First Earn-out Year, the resti(f) the amount, if any, by which Cobalt Reverioesuch Earn-out Year exceeds
$420,000,000dlivided by (ii) $80,000,000,

with respect to the Second Earn-out Year, the re$(i) the amount, if any, by which Cobalt Reverfor such Earn-out Year exceeds
$460,000,000divided by (ii) $80,000,000, and,

with respect to the Third Earn-out Year, the resfil) the amount, if any, by which Cobalt Reveriaesuch Earn-out Year exceed
$500,000,000, divided by (ii) $70,000,000;

provided that in no event shall the Cobalt Revenue Coefiidier any Earn-out Year be less than O or grethtar 1.

“ Earn-out Payment " means, with respect to a given Earn-out Yearmount equal to (i) $36,666,6aWltiplied by (ii) the Cobalt Revenue
Coefficient for such Earn-out Yeagmovided that if the aggregate Cobalt Revenue for all tiifam-out Years is at least $1,610,000,000, then,
notwithstanding the foregoing provisions of thigiigon, the Earn-out Payment for the Third Eaun-&'ear shall be an amount equal to (a)
$110,000,000ess (b) the sum of the Earn-out Payments for the [Hesh-out Year and the Second Earn-out Year.

“ Earn-out Year " means any of (i) the First Earn-out Year, (iigtBecond Earn-out Year and (iii) the Third Earn-Xesr.

“ Final Cobalt Revenue” means, with respect to a given Earn-out YearQbbalt Revenue for such Earn-out Year (1) as shiown
Purchaser’s calculation delivered pursuant to 8e@i01(a) of this Exhibit Aif no notice of disagreement with respect thergtuly
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delivered pursuant to Section 2.01(a) of this ExHibor (2) if such a notice of disagreement is delidefa) as agreed by Purchaser and Seller
pursuant to Section 2.01(b) of this ExhibibA(b) in the absence of such agreement, as shote iAccounting Firns calculation delivered pursus
to Section 2.01(b) of this Exhibit A

“ First Earn-out Year ” means the period from the beginning of the fingtinth immediately following the Closing Date to first anniversary
of such date.

“ Second Earn-out Year ” means the period from the date that is the entti®First Earn-out Year to the first anniversarguch date.
“ Third Earn-out Year " means the period from the date that is the enti®Second Earn-out Year to the first anniversdiguch date.

ARTICLE Il
Earnout Payments and Procedures

SECTION 2.01. Calculation of Earrout Payments(a) As promptly as practicable, but no later th@rdays, after the end of an Earn-
out Year, Purchaser will cause to be prepared afideded to the Sellers a certificate (each, &arn-out Certificate”) setting forth in reasonable
detail Purchaser’s calculation of Cobalt Revenuestwh Earn-out Year. If the Sellers disagree Witinchaser’s calculation of Cobalt Revenue for
such Earn-out Year, the Sellers may, within 30 dster delivery of the Earn-out Certificate, delieenotice to Purchaser disagreeing with such
calculation. Any such notice of disagreement s$pdicify those items or amounts as to which theeBetlisagree, and the Sellers shall be deemed to
have agreed with all other items and amounts coedbin the Earn-out Certificate. If the Sellersndd so notify Purchaser of a dispute with respect t
the Earn-out Certificate within such 30-day peritie, Earn-out Certificate will be final, conclusigad binding on the parties.

(b) If a notice of disagreement shall be duly delivepadsuant to Section 2.01(a), Purchaser and tHerSshall negotiate in good
faith to resolve such dispute. If Purchaser andSiléers, notwithstanding such good faith effat] fo resolve such dispute within 15 days after th
Sellers advise Purchaser of their objections, Brchaser and the Sellers jointly shall engagétweunting Firm to resolve such dispute. As
promptly as practicable, and in any event not nioa@ 15 days thereafter, Purchaser and the Sehafseach prepare and submit a presentation
detailing such party’s complete statement of pregagsolution of the dispute to the Accounting Fi&r soon as practicable thereafter, Purchaser
and the Sellers shall cause the Accounting Firchtipse one of the partigsdsitions based solely upon the presentations bghaser and the Selle
The parties shall share the expenses of the AcicmuRirm equally. All determinations made by thecAanting Firm will be final, conclusive and
binding on the parties.

(c) For purposes of complying with the terms set famtthis Section 2.0df Exhibit A , each party shall cooperate with and make
available to the other party and its representataleinformation, records, data and working papansl shall permit access to its facilities and
personnel, as may be reasonably required in coionewtth the preparation and analysis of the Eauh&@ertificate and the resolution of any disputes
thereunder (subject to

CLI-2060753v9




reasonable confidentiality restrictions and thevjgion of such assurances, releases, indemnitiether agreements as accountants may customarily
require in such circumstances).

SECTION 2.02 Earaut Period ConductDuring the period beginning on the Closing Datd eoncluding at the end of the Third
Earn-out Year, except as provided otherwise bynttigen consent of OMG: (i) Purchaser Guarantotlgfause the Business to only engage in arm’s
length sales of cobalt products and (ii) Purch&sarantor shall, and shall cause its affiliategtd,in good faith and not take any action the psep
of which is avoid or lessen the payments that watiietrwise be required pursuant to this Sectio 2S.bject to the preceding sentence, the parties
acknowledge and agree that OMG Kokkola Chemicad#l Bave complete discretion with respect to thekaidng and pricing of all of its products
and services and, following the Closing, excepttasrwise provided in this Section 2.00MG Kokkola Chemicals shall have the right to rgpe th
Business as it sees fit.

SECTION 2.03. _Distribution of Eatmut Payments(a) As promptly as practicable, but no later tfie@ business days, after the
determination of Final Cobalt Revenue for a givemrEout Year, Purchaser shall pay, or shall caube tpaid, to the Sellers the Eanut Payment fc
such Earn-out Year; provideédat such amount shall be reduced in accordandeAwiicle IX for any claims for indemnification by Purchaser
pursuant tQ Article IXof the Agreement that are finally determined (eitthe agreement between the parties or pursuanfit@aland nonappealable
judgment of a court of competent jurisdiction) &she last day of the given E«out Year and that have not otherwise been salisfiach Earn-out
Payment shall be paid by or on behalf of Purchzsenmediately available funds by wire transfeatoaccount of the Sellers with a bank designated
by the Sellers, by notice to Purchaser, which edditall be delivered not later than two BusinesgsDallowing the determination of Final Cobalt
Revenue for a given Earn-out Year (or if not sdglested, then by certified or official bank cheaypble in immediately available funds to the order
of Seller in such amount).

(b) For the avoidance of doubt, the maximum aggregateuat of Earn©ut Payments Purchaser and its affiliates shaditbgated tc
pay pursuant to this Exhibit shall be $110,000,000.

(c) The Sellers’ right to receive any Earn-out Paynséral not be evidenced by any form of certificaténstrument and does not

represent any ownership or equity interest in Pageh the Business, the Companies, the Subsid@reasy of their respective affiliates and does not
entitle any Seller to voting rights or rights teidiend payments.
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