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Highlights of 2006

Profit before tax up 86% to US$2,858 million

Net earnings up 87% to US$1,354 million

Total dividend for the year up 119% to US 48 2 cents per share

Copper production of 465,500 tonnes, 0 4% below 2005

Molybdenum production increased by 13% to 9,800 tonnes

Average LME copper price up 83% to US 305 3 cents per pound

Average market molybdenum price US$24 8 per pound,
22 5% below 2005

Group weighted average cash costs* (net of by-product credits)
of US 40 2 cents per pound (2005 — US 13 9 cents per pound)
due to lower by-product credits, higher price participation with
smelters and higher on-site costs

Strong results from transport and water businesses

Acquisition of Equatortal Mining has increased ownership
of El Tesoro to 100% and consolidates the Group’s position
In the Sierra Gorda exploration area

Los Pelambres plant expansion to 140,000 tpd completed
ahead of schedule

Esperanza project feasibility study to be completed by the end
of Apnl 2007

Acquisition of new exploration interests in Pakistan, Colombia
and Ecuador

* Cash costs are a measure of the cost of operational production expressed in terms of US cents per pound of payable

copper produced Cash costs are stated net of by-product credits and include tolling charges for concentrates for

Los Pelambres Cash costs exclude depreciation, financial income and expenses hedging gains and losses, exchange
gains and losses and corporation tax for all threa mines By-product calculations do not take in10 account unreahsed
mark-tomarket gains for molybdenum at the beginning or end of each penod
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Highlights of 2006

US Dollars Sterling'™
2006 2005 2006 2005
Ussm USSm fm £m
Turnover 3,870.0 12,4453 2,1049 13447
EBITDA® 29573 11,6741 1,608 5 9206
Profit before tax 2,8569.0 11,5363 1,555 0 844 8
Net earnings® 1,354 3 7258 736.6 3991
Capital expenditure 539.0 1863 293.2 102 4
Net assets 39481 2,7630 20175 16084
2006 2005 2006 2005
US cents US cents pence pence
Earnings per share® 137.4 736 747 405
Dwvidend per ordinary share
proposed In relation to year®-*®
Ordinary dividend — intenm 3.2 32
- finai 50 48
Special dwvidend - intenm 2.0 -
- final 38.0 140
Total 48.2 220

) The staring numbers are for illustrative purposes only For 2006 an average rate of £1 = US$1 8386 {2005 — US$1 B185) has been used for
the income statement and capital expenditure and & year-end rate of £1 = US$1 9569 (2005 — US$1 7179} has been used for the balance sheet

f2) EBITDA refers ta Earmings Before Interest Tax Depreciation and Amortisation {defined i Note S{a)iivi) to the fnancial statements on page 92)
EBITDA 15 reconciled to operaung profit from subsidanes and joint ventures in the Financial Review on page 26

B3} Net earnings refer 1o profit for the financial year attnbutable to equity holders of the Company
M) Earnings per share and dividends per share have been resteted for the effects of the 4for-1 bonus 1ssue on 19 June 2006
15 Dmdends are paid in erther sterling or US dollars The conversion rate for final dwidends 1o be paid n sterling will be set on 15 May 2007
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| 1} Reabsed copper prices are determined by comparnng revenuss from copper sales (grassed up for tolling charges for concentrates) with sales volumes
| for each mne in the year and are further explained on page 35 Cash costs are an industry measure of tha cost of production and are further explained

in the foctnote on page 3

2NMnfarmauon for the years 2004 1o 2006 s stated under IFRS Information for the years 2002 and 2003 1s stated under UK GAAP based on the 2004

financial statements, without adjusiment for any changes in UK GAAP which would have apphed m 2005 or 2006

{3 Dnndends per share refers to the ordinary dnvidend per share proposed In relation to each yeer and does not relate to the amount deducted from

equity under IFRS

14 The lighter colour part denotes the special dnadends of US 8 0 cents in 2004, US 14 0 cents in 2005 and US 40 0 cents 1n 2006 Excluding the special
dradends the ordinary dvidend per share proposed in relauon to each year was US 7 8 cents in 2004, US 8 0 cants in 2005 and US 8 2 cants in 2006

151 The 2003 dwidend per share excludes the dvdend in specie of shares { the demerger dmvidend ) Ordinary shargholders in the Company receved one
share in Andsbarg Limited for each share held in the Company on 1 October 2003 The Andsberg shares carned a redemption value until 30 October 2003
of US 22 2 cents per share (resiated) Andsbergs principal assel was the Group’s 33 6% investment in Quihenco S A

18) Earnings per share and dmdends per share have been restated for the effacts of the 4-for-1 bonus issue on 19 June 2006
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Chairman’s Review

Geographical locations — operations, projects and exploration

Geographical analysis of turnover
by location of customer

USE million
81
5347 UK 3965
Rest of Asia | 5/WItzerland
8771
— Rest of
Europe
1,008 2 —
Japan
N 4075
/ \ Chile
4727 165 2
North Amenca Rest of
Latin Amenca

Total turnover - US$3,870 0 million

Overview

Group Performance

The Group produced record results against a
background of optimum market conditions Profit
before tax was up 86 1 per cent to US$2,858 0 mulhion
{2005 — US$1,536 2 million) with eamings per share
up 86 7 per cent to US 137 4 cents (2005 - US 736
cents) LME copper prices averaged US 305 3 cents
per pound {2005 - US 167 1 cents per pound}, an
increase of 82 7 per cent, which in real terms 1s the
highest 1t has been since 1966 Molybdenum market
prices settled at US$24 8 per pound, still a historically
high price but down from the average of US$32 0

per pound in 2005 Payable copper production fell
marginally to 465,500 tonnes from 467,300 tonnes in
2005 due to lower grades as anucipated Molybdenum
production increased from 8,700 tonnes 1n 2005

to 9,800 tonnes Group cash costs rose significantly
dunng the vear to US 40 2 cents per pound from

US 13 9 cents per pound in 2005 due to several
factors including increased treatment and refining

Antofagasta plc Annuet Report and Financeal Staternents 2006




charges, higher price participation with smelters,
lower by-product credits from molybdenum and higher
on-site costs

Duning 2006 the Group continued to develop and
expand 1its mining operations Los Pelambres, which
produced 324,200 tonnes of payable copper, marginally
ahead of 2005, increased throughput capacity at the
concentrator from 125,000 tonnes per day to 140,000
tonnes per day Construction of the Mauro talings
dam moved ahead with completion scheduled for

the last quarter of 2007 Prelirrunary results from the
first stage of an exploration programme focused to

the south east of the Los Pelambres orebody in order
1o idenufy additional resources have been encouraging
El Tesoro produced 94,000 tonnes of cathodes after
Increasing its throughput to counter lower ore grades
and lower recovery rates Michilla produced 47,300
tonnes of cathodes, 1 8 per cent above 2005, with
increasing throughput and higher recovery rates

The Esperanza project Is now near to completion of its
{easibility study and expects to submit an Envircnmental
Impact Assessment (E!A) In the near future Following
environmental and board approvals, Esperanza is
expected to be developed as a copper-geld mine
producing an average of 175,000 tonnes of payable
capper in concentrate and 197,000 ounces of gold
annually over the first 13 years of I1ts mine life
Moltybdenum production after year four is also expected

Two acquisitions were completed during the year

* the purchase of Tethyan Copper Company Linuted
("Tethyan"}, registered in Austraha, and the
subsequent joint venture arrangement with Barrick
Gold Corporation, and

+ the purchase of Equatonal Mining Lirmited, whose
principal asset was a 39 per cent interest in El Tesoro,
increasing the Group s interest in this mine to
100 per cent

The Group's transport and water divistons produced
very favourable results FCAB's road and raill networks
increased therr overall tonnage carried and Aguas de
Antofagasta (ADASA) increased sales of water to both
1ts domestic customers and industrial users

Antofagasts plc Annus! Report and Financial Statements 2005

Economic Background

The Chilean economy grew strongly in 2006 buoyed by
the exceptional value of exports of copper and other !
metals which increased 45 per cent to US$59 billion
generating a trade surplus of US$23 bilhion and a
current account surplus estimated at USS5 billion

The pace of growth In domestic investment, however,
was subdued in response to a perception amaong
medium-sized and smaller businesses of a decline in
rmarginal returns and consumption growth continued
to be restrained by concems over unemployment

The outcome was an Increase in GDP of 4 0 per cent,
marginally below initral expectations

The public accounts were boosted by the receipt |
of exceptionally high tax payments from both the
private mining sector — even before the new royalty
tax payable from 1 January 2006 — and from Codelco,
the state owned company and world’s largest copper
producer The Government recorded a surplus
equivalent to 7 9 per cent of GDP and decided to
invest these funds mainly outside Chile in order to
provide a reserve for future government expenditure
A small part of the surplus has been employed to
pre-pay public debt The Banco Central's inflation-
targeting approach held consumer price inflation to

3 4 per centn 2006, despite a slight weakening of
the peso agamst the US dellar and the high oll prices
towards the year end Sheort and long term interest
rates remain jow by the standards of recent history |

President Bachelet's left of centre Government, }
which took office in March 2006, appears committed :
to maintain the macro-econormic stability established |
by Chile over the last 20 years although there is Iittle |
expectation that it will introduce micro-economic

reforms since fiscal revenues are so strong at the

present time

Prospects for 2007 are positive Prices for most of
Chile’s commodity exports are still high Salaried
employment I1s expected to increase further in Chile
this year, supporting consurnption growth, and it 1s
anucipated that Government spending will Increase,
particularly in infrastructure, reflecting continuing
strong revenues




Chairman’s Review continued

The international economic environment remains
favourable with sustained growth in China and other
Asian countries and evidence of a tentative recovery
in some of the larger European econorues offsetting
a slowdown in the United States However there

are signs that the internaticnal economic cycle which
led to the recent strong rnise in commeodity prices may
have peaked as central banks grow more sensitive
to asset price inflation and 1ts consequences and
raise short-term interest rates It 1s likely that global
economic growth will now see some consolidation
at lower levels

World copper consumption

milions
of tonnes
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LME copper price

US cents
per pound

350 —

3053

300 —
250 — 2695

200 —

807

823 715 107

]
T 7T T 1T 1 I T 1
97 ‘98 ‘99 ‘00 ‘01 ‘02 ‘03 ‘04 05 ‘D6 ‘07*
*Raprasents first three months of 2007 only

Copper Market

Copper prices continued to trend higher in 2006
f1sing from US 206 cents per pound at the start

of the year to US 285 cents per pound at the year
end, an increase of cver 38 per cent, and averaged
US 305 cents per pound for the year

Notwithstanding a slowing in the US economy,
particularly in the housing construction sector, demand
continued to grow supported by China which now
accounts for over 22 per cent of world consumption
Other factors contnbuting to the rnse in copper pnces
were lower than expected production at various
mines due to strikes, and supply chain disruptions
Market fundamentals changed in the last quarter as
production increased and scrap, responding to high
prices, became more readily avalable

This oversupply situation reversed rapidly in the
first quarter of 2007 as China, it appears, finished
de-stocking and producers struggled to hold
production at the 2006 last quarter levels It is
possible that a deficit market could re-occur in the
second quarter of 2007 which 1s normally the peak
consumption period

Qverall iInventories of refined copper are still at
historically low levels of about two and a half weeks
consumption and concentrate inventories have fallen
below last year's levels The consensus view 15 that
most stocks have been consumed and working stocks
at smetlters are below desired levels Supply growth 1s
expected to increase by 4 5 per cent but could again
fall short of expectations due to the challenges that
the mirung industry 1s facing such as declining grades,
hmited availability of mining equipment, uncertainty
on power and water supplies and, in some cases,
shortages of skiled labour Increased environmental
regulattons are causing delays 1o mine expansions
and new mine production On the other hand, demand
1s expected to continue growing at a rate close to

35 per cent which may be an underestimate as the
effect of any re-stocking could put pressure on the
market which 1s nearly balanced
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The outlook for copper prices, supported by
fundamentals, remains strong and market
commentators forecast an average price of over
US 260 cents per pound for 2007, continuing

at a similar fevel in 2008

Molybdenum Market

Molybdenum prices eased back gradually to average
US$24 8 per pound in 2006 compared to US$32 0
per pound n 2005, but offtake remains strong for
molybdenum, particularly for steel and alloys Prices
may again return to the hugh levels of 2005 due to
continued robust demand in the present situation

of low inventories and neghaible supply growth

No significant increases in production are expected
during 2007 as the main producers in Chile and
Peru, representing 30 per cent of world production,
foresee a reduction of up to 10 per cent In therr
output Increased molybdenum production from the
United States, Canada, Mexico and posstbly China
15 expected to add only 2 5 per cent to total world
production The vulnerability of the market to supply
problems could, therefore, push prices to exceed
US$30 0 per pound dunng the coming months

Molybdenum market price

uss

per pound
350 —
300 —
50—
20 0 —
150 —

100 —

50—

]

T 1T 17T 1T 1T 1
‘97 ‘98 99 00 ‘01 ‘D2 03 ‘D4 ‘05 ‘08
*Represents first three months of 2007 only
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Mining

Antofagasta Minerals S A -~ AMSA

(100 per cent owned)

AMSA 15 the corporate centre of the mining side
of the Group’s business with overall responsibility
for developing and implementing the strategy for
managing the mining assets In addition AMSA

15 charged with finding, evaluating and developing
new projects and business opportunities across
the mining group

AMSA also provides legal and financial services
to Antofagasta’s mining, transportatton and water
operations and manages the marketing and sales
of the mwning dvision

Los Pelambres (60 per cent owned)

Los Pelambres achieved its best ever results in
2006 due to record copper prices, histoncally strong
molybdenum prices and good production figures

Operating profits increased to US$2,223 7 miliion
fram US$1,350 4 million in 2005 as LME copper
prices averaged US 305 3 cents per pound and
rmolybdenum prices averaged US%$24 8 per pound
The company was able to pay US$1,450 0 million
in dividends to 1ts shareholders

Production of payable copper was 324,200 tonnes

1n 2006 compared to 322,800 tonnes in 2005

with an improved copper grade of 0 81 per cent
compared to 0 80 per cent last year Molybdenum
production increased by 13 per cent to 9,800 tonnes
from 8,700 tonnes due to higher grades of 0 028 per
cent compared to 0 022 per cent and better recovery
rates The average pnice of molybdenum for 2006
was US$24 8 per pound against US$32 0 per pound
in 2005

Los Pelambres stll ranks among the ten lowest cost
copper producers 1n the world although cash costs
increased sharply to US 16 4 cents per pound compared
to a negative US 17 1 cents per pound in 2005 — due
matnly 1o lower molybdenum by-product credits




Chairman'’s Review continued

Selected data for Los Pelambres
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Los Pelambres

The US$180 million concentrator plant expansion
project initiated in nid 2005 to boost ore throughput
from 125,000 tonnes per day to 140,000 tonnes per
day was substanually completed on schedule and
under budget The repowerning of the two SAG

mulls, the installation of a fifth ball mill and additional
flotation cells contnbuted to higher production earlier
than expected for 2006 The feasibihty study for a
further expansion to 175,000 tonnes per day throughput
within the existing environmental approval will be
completed by mid-2007

The first stage of a two year exploration programme
to identify additienal resources beyond the present
2 9 bilion tonnes has been encouraging Prelirmimary
indications show the existence of a potental
copper-gold porphyry adjacent and south-east of

the Los Pelambres orebody and a molybdenum zone
may be discovered

No major accidents occurred at Los Pelambres in
2006 and the mine was awarded for the third time
in six years the highest Certificate for Safety by the
Servicio Nacional de Geologia y Minerla

Los Pelambres will enter wage negotiations with 1ts
mine and port union in September 2007 and with
its plant urion In July 2008 Labour agreemenis in
Chile are for a mimmum period of two years and

a maximurmn period of four years

Copper production in 2007 1s expected to be 321,000
tonnes with a grade of 0 74 per cent copper, slightly
down on 2006 because of a larger percentage of
harder rock Molybdenum production 1s expected to
increase from 9,800 tonnes to 11,000 tonnes in 2007

El Mauro Tailings Dam

The Mauro dam, which will provide storage
capacity for the tailings from the 2 biflion tonnes
of ore reserves at Los Pelambres, 1s 80 per cent
complete with cumulative costs of US$323 mullion
incurred by the end of 2006 This will support the
mine hfe to 2047 at current production levels

Project costs have risen substantially, mainly in the
areas of steel, energy and mining equiprment while
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labour costs in US dollars have rnisen due to the
continued strengtheming of the Chilean peso

Final costs for the Mauro dam are expected to be
in the region of US$534 million (before any further
appreciation of the Chilean peso}, a substantial
increase over the onginal budget due to the factors
mentioned above but also because of permitting
delays and inferior rock quality encountered in two
of the three tunnels totaling 8 4 kms

Los Pelambres has been mindful of its responsibilities
In the region spending over US$25 mullion on
improvements to infrastructure for the local
communities and on providing aid and assistance

to local farmers and small busingsses affected

by this project

In November 20086, the Court of Appeals of Santiago
upheld a challenge by claimants in the Pupio Valley
against the Chilean Water Authorty (Direccion General
de Aguas) In relation to the granuing of one of the
sectoral permits relating to the El Mauro taillings dam
In December, however, the Court of Appeals rejected
a second request by the claimants that work on the
dam shouid be suspended and confirmed that Los
Pelambres was entitled to continue construction
pending a final resolution by the Chilean Supreme
Court, to whom Los Pelambres had appealed, as an
affected party, together with the Direccion General de
Aguas Management of Los Pelambres continues to
believe that all the techmical and legal permits 1t has
received have been correctly applied for and granted
and 1s confident that this view will be upheld by the
Chilean Supreme Court Construction 1s continuing
on schedule There are other clams at first instance
currently in the Chilean courts against third parties
{either governmental authorities or former owners
of land in the El Mauro area) These claims are not
agamnst Los Pelambres but in some instances the
company has participated in these legal procedures
n case an eventual Judgement affects the project

The Mauro project, which began in late 2004, 1s
expected to be completed in the last quarter of 2007

Antofagasts plc Annual Report and Financial Statements 2006

Selected data for El Tesoro
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El Tesoro

(100 per cent owned — from 24 August 2006}

El Tesoro produced 94,000 tonnes of Grade A cathode
in 2008, compared to 98,100 tonnes in 2005 The
decrease resulted from lower ore grades of 1 16 per
cent down from 1 23 per cent in 2005 despite the
increase of 5 5 per cent in throughput However,

El Tesoro benefited from the strong premium obtained
In a tight cathode market and achieved above average
copper prices of US 316 4 cents per pound compared
to US 175 7 cents per pound in 2005

Qperating profit has more than doubled to
US$409 9 mithion from US$172 9 mullion in 2005
This Includes the impact of a hedging programme
implemented in 2005 and completed in 2006,
which reduced operating profit by US$44 8 million
Cash costs averaged US 78 8 cents per pound up

1



Chairman’s Review continued

from US 66 1 cents in 2005 and resulted from a
combination of higher input costs and operational
factors which included hugher acid consumption

and lower ore grades The price of sulphunc acid for
example, which 1s an important input for cathode
production, 15 expected to nise 23 per cent from 2006
to US882 7 per tonne in 2007

In August 20086, the Group acquired the remaining
39 per cent nterest in Minera El Tesoro through the
acquisition of Equatorial Miming Limited, Australia, at a
cost of US$406 1 million (including directly attrtbutable
costs) Equatonal’s interests in North America

were subseqguently sold to Idaho General Mines

for US$4 9 mullion

The acquisition of Equatornial Mining Lirmited wall

enable the Group to consolidate its position in the
Sterra Gorda mining district where it already owns or

El Tesoro and Esperanza

has a 51 per cent controling interest through Antornin
Limited in several mining properties containing
oxide and/or sulphide resources As announced in
2001 these properties were part of a mining portfolio
acquired from the Luksic farmily which hold the
remaining Interest An exploration programme in
the district will be started in the third quarter in order
to assess the potential synergies in this portfolio

of properties

Cathode production (in 2007 will be marginally lower due
to an expected lower ore grade of 1 15 per cent and
costs are expected to be higher at around US 100 cents
due to increased acid consumption, lower production
and similar adverse cost factors as in 2006

Bank debt, which was US$27 9 million at the year
end, will be reduced by a further US$14 ¢ million
in 2007

12
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Michilla {74 2 per cent owned)

Total production of Grade A cathode increased by

1 9 per cent to 47,300 tonnes compared 1o 46,400
tonnes in 2005 Increased throughput and higher
recovery rates were partly offset by a lower grade
Cash costs were US 126 4 cents per pound in 2008,
an increase of 6 4 per cent over 2005, due mainly to
the additional costs incurred in processing ore from
third parties to supplement ore from Michilla’s deposits
and, to a lesser extent, other tugher input costs

Operating profit increased to US$145 5 million
compared with a loss of USE31 1 mullion in 2005,
as Michilla benefited from better copper prices and
the premium obtainable in the cathode market

Following a technical review of its reserves,

Michilla has revised 1ts mine plan, and now estimates
production of approximately 39,000 tonnes per year
over the remaining three years of its mine life at an
average cash cost of approximately US 130 cents
per pound Cathode production in 2007 Is expected
1o be approximately 45,000 tonnes at a cash cost of
US 136 cents per pound Several alternative options
are currently being reviewed In order to extend
Michilla's mine Iife and the continuance of its
production facilities at its SX-EW plant, including the
possible development of the Antucoya - Buey Muerto
deposit described on page 14

Esperanza Copper Project

Esperanza has almost completed its feasibility study
for the copger. gold and molybdenum project and
now plans to submut an E | A {Environmental Impact
Assessment) in May 2007 with approval expected
dunng the second quarter of 2008 All geological
information as well as the data from the 2 3 km
decline has been reviewed and externally audited

by AMEC Consultants

The current total copper sulphide geological resource
at Esperanza 1s 786 million tonnes of 0 53 per cent
copper, 020 g/t gold and 0 012 per cent molybdenum
at a cut-off grade of 0 3 per cent copper In addition,
72 milion tonnes of oxide ore of 0 43 per cent copper
at a similar cut-off grade of 0 3 per cent are confirmed
To date 70 per cent of the total resource 1s n the
measured-and-ndicated category Following Board
and environmental approvals, Esperanza, which
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Chairman’s Review conunued

15 located four kms from the Ei Tesoro oxide deposit,
would be developed as a 90,000 tonnes per day mine
producing 175,000 tonnes of payable copper in
concentrate and 197,000 ounces of gold annually for
the first 13 years of its 16 year mine hfe Molybdenurn
production Is planned to commence from year

five unul year 16 due to 1ts location in the orebody

Esperanza contemplates using seawater in #s
processing faciities combined with a newly developed
thickened tallings disposal system (TTD) which 15
anuctpated to be more acceptable environmentally

in this desert mining region of Chile where fresh
water resources are increasingly mited

Antucoya — Buey Muerto

In May 2006, the Group acquired the Antucoya
property from Soguimich for US$8 0 mition pius a
future net smelter return Antucoys 15 estimated to
contan 322 milion tonnes of oxde ore with an
average copper grade of 0 4 per cent, and 1s adjacent
to Buey Muerto, a deposit in which the Antofagasta
Group has a controlling interest and which 13 estimated
to contain 138 millien tonnes of oxide ore with a grade
of 0 43 per cent The Group has a 51 per cent interest
In Buey Muerto, which was acquired on the same
terms in 2001 as the Sierra Gorda properties referred
to on page 12

The Group 1s currently conducting imtial engineering
and technical studies as well as further drilling 1o
examine the viability of on-site leaching of the
deposits to provide enrniched solution to uvtilise any
excess capacity at Michilia's SX-EW plant By the end
of 2006, 19,000 metres of dnlling had been completed
and the studies are expected to be concluded in the
second half of 2007

Tethyan Copper Company Limited

{50 per cent owned)

In the course of 2006 the Group, through 1ts
subsidiary Atacama Copper Pty Limited, regisiered in
Austrabia, acquired 100 per cent of the Tethyan Copper
Company Limited Subsequently a joint venture was
entered into with Barrick Gold Corporation of Canada
which acquired a 50 per cent interest In Atacama
Copper Pty Limited Tethyan then cancelled the claw-
back rights held by BHP Billiton The overall cost to
the Antofagasta Group of this acquisition and the

claw-back nghts was US$113 6 mullion of which
US$30 million was the Group's share of the
claw-back cost

Tethyan's mamn asset 1s a 75 per cent interest in

the exploration icence encompassing the Reko Dig
prospect In the Chagai Hills region of South West
Pakistan The remaining 25 per cent 1S owned by the
Balochistan government Atacama Copper also owns
through Tethyan 100 per cent of other licences in
the same area but exploration has not yet begun

on these properties

Tethyan has reported total indicated and inferred
mineral resource estimates at these properttes of
2 4 billion tonnes with a copper grade of 0 51%
and a gold grade of O 27gh

The drilling programme at Reko Diq ts concentrated
manly in the Western Porphynes and Tanjeel

areas The company 1s currently studying power

and water requirements and improving access roads
Accommodation facilties at the camp have been
upgraded and improvements to the medical facilities
have been made Health and safety 1ssues are being
treated as a top prionty and an air strip 1s being built in
order to iImprove communication to this remote site

Antofagasta believes that this acquisiion in
partnership with Barnick Gold presents an excellent
opportunity to explore n an interesting and under
developed prospective mining area of the world

Tethyan
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Exploration

The Group's exploration programme has became
much more global although we continue to
concentrate on Chile in particular and Latin America in
general This has necessitated a substantial expansion
of our geology and corporate finance teams

Colombia — Jotnt Venture with AngloGold Ashanti
On 14 July 20086, the Group announced a Head of
Terms agreement with AngloGold Ashant Limited
{"AngloGold”}, one of the world’s largest gold
producers This sets out the terms of the proposed
Colombia joint venture agreement to explore, discover
and develop copper and gold mining projects in an
area of interest in southern Colombta extending over
approximately 30,000 square kilometres AngloGold
has agreed to contnbute Its mineral interests in the
area covered by the joint venture and Antofagasta
has committed to funding US$1 3 mill:on m
exploration costs over a penod of twelve months The
agreement allows Antofagasta to fund an additional
US$6 7 milhien in exploration costs withun four years
{representing a total contnibution of US$8 0 million),
In exchange for an option over a 50 per cent Interest
in the joint venture US$0 9 million has been spent
on this venture in 2006

Ecuador — Exploration Agreement with

Ascendant Copper

On 14 November 2006 the Group signed a Letter

of Agreement with Ascendant Copper Corporation
{"Ascendant”}, a mining company listed on the
Toronto Stock Exchange, to acquire an interest

in Ascendant’s Chaucha Project The Project

1s @ copper-molybdenum prospect located in the
Western Cordillera of the Andes in southern Ecuador,
approximately 70 kilometres west of the town of
Cuenca The mineral concession covers an area of
2,544 hectares with apphcations by Ascendant in
progress for further mineral concessions from the
appropriate government entities The Group has
committed to fund at least US$1 million of
expenditure and will subsequently earn its equity
interest of up to 60 per cent in successive stages by
spending a total LUS$40 million over a six-year period
in four distinct phases of qualifying expenditures
These will cover exploration and advancement
costs including, 1n the later phases, preparation of
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a feasibility study and a final payment on completion
to Ascendant No expenditure was incurred on this
project during 2006

Peru — Sale of Cordillera de Las Minas S A

On 2 March 2007, the Group agreed 10 sell its

50 per cent interest in Cordillera de Las Minas S A
("CMSA”) to Panoro Limited {“Panoro™}, a company
listed on the TSX Venture Exchange CMSA was the
Jjoint venture entity with Companhia Vale do Rio Doce
{'CVRD") through which the Group's interests in
southern Peru were held The Group’s share of the
consideration compnises US$6 mitlion plus 6 million
shares 1n Panoro The agreement Is subject 1o a
number of conditions including raising finance by
Panoro and regulatory approvals Subject to these
conditions being met, closing 1s expected to occur
by June 2007

Exploration in Colomiia and Ecuador
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Chairman’s Review continued

Transportation

Rallway Operations - Chile

Antofagasta Rattway Company plc — FCAB

{100 per cent owned)

The Antofagasta Railway Company plc (FCAB) carned
record volumes of 4 5 million tons in 2006 compared
to 4 3 million tons in 2005 exceeding forecasts for
the year FCAB's main business continued to be

the transportation of sulphuric acid to, and copper
cathodes from, copper mines located in the
Antofagasta region

BHP Billiton's Spence mine began operations (n 2006
and the San Cnistobal polymetallic project located n
southwest Bolwvia 1s on schedule and 1s expected to
start shipments of cancentrates through the Chilean
port of Mejtllones in the third quarter of 2007

Freight carned grew 3 5 per cent over 2006 as various
important miming customers increased their shipments
of cathodes and sulphunc acid including El Abra,
Escondida, Zaldivar, Lormas Bayas and the Group’s

El Tesoro mine

The record tonnages in 2006 followed the massive
build-up which has been taking place in the mining
sector in the Antofagasta region over the last decade
In order to ensure long term services and resources
several mining companies have recently entered into
12-year transportation contracts with the FCAB, thus
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building confidence between both parties into the
future Additional tonnages are expected in 2007
from the Spence mine located 107 kilometres
from Antofagasta and from San Cristobal,

owned by Apex Silver Mines, which estimates
its production at 550,000 tennes of lead, siver
and zinc annually starting in October 2007

In preparation for this incremental tonnage the
FCAB has already conditioned locomotives and
rolling stock, including 216 modihied flatcars and
twelve General Motors GR 12 locomotives At the
same tme the mainline on the Andino rallway in
Bolwvia has been upgraded with heavier rail i order
to withstand the increased axle loads in the future
The new business from San Cristobal will boost
FCAB's tonnage by maore than 10 per cent from
2008 and will establish an important new rait
connection from the interior of Bolivia to the
Pacific port of Mejllones

Rallway Operations — Bolivia

Andino network {50 per cent owned)

The Andino railway (FCA)} managed by FCAB and
connecting with the Chilean network at Ollague,
maintained 1ts tonnage at the 2005 level

During 2006 the Andino upgraded its track

and completed the conditioring of locomotives
and modifying flat cars in preparation for the
transportation of the preducts of the San Cnstobal
mine in South West Bolivia mentioned above
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Chairman’s Review continued

Water distribution system of Aguas de Antofagasta

Water and Forestry

Water

Aguas de Antofagasta S A (100 per cent owned)
Aguas de Antofagasta {ADASA) had a successful third
year of operations under 1ts 30 year concession and
continued iImplementing a long term programme
aimed at reducing water losses, cutting costs

and improving services to its domestic consumers
All three targets were achieved dunng 2006

Water sales to domestic users increased by

11 per ¢ent to 30 1 million cubic metres while sales
to mines and Industrial users increased by 56 per cent
to 7 7 million cubic metres reflecting renewed
demand from the mining sector After expanding 1ts
prpeling network ADASA has started supplying
water to BHP Billiton s Spence mine under a fifteen
year contract

The quantity of avallable water, which traditionally
has been ¢btained from the Rio Loa and the

Loa basin, 1s increasingly inadequate due to
increased demand from industrial users, towns
and agniculture throughout the |l Region In the
future, in addition to an existing desalination plant
already providing ADASA with water and located
to the north of Antofagasta, supphes in the region
will be supplemenied from other desalination
plants due to be built along the Pacific coast
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Environmental and water authorities are now
restricting the quantity of water that can be taken
from both the Rio Loa and the aquifers In the
Loa Basin, and will he monitoring the water
fltows by satellite

The treatment plant in Calama 1s now being repaired
and upgraded which from July 2007 will enable
ADASA 1o begin the supply of treated water 1o
industrial users and mines as well as continue to
provide drinking water to the city of Calama

ADASA remains committed to four main abjectives
= to continue to reduce water losses,

* {0 IMprove services to its domestic customers,

* 10 reduce costs while maintaining quality and
relhability of supply, and

* to meet the demands from mining and industrial
customers

A collective wages and conditions agreement with
the workers’ representative union was signed in
January 2006 and 1s binding on all parties for a
penod of four years
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Forestry

Forestat S A {100 per cent owned)

During 2006, Forestal planted 402 hectares on
its Releco Punrr and Hullo-Hullo properties as
part of its five year re-forestation programme
Oregon pine was the predominant spectes

but Eucalyptus Nitens, Sequoia and Raul were
also selected in order to maintain a balance

of natve trees

Sales of timber from thinning and clearing
forests agam contributed to reduce the cost
of maintaining the properties and an office
and lodge with accommodation was built

at Releco Pufir during the year, to reduce
travel uime and iImprove mzanagement's
supervision over these large properties

The two forests, with a total of 32,000 hectares
and located around Lake Panguipull in Chile's
X Region, are believed to have considerable
long term potential for development as
communications and infrastructure improve

19



Chairman’s Review continued

Outlook

Copper prices are expected to range from US 265
cents to US 330 cents per pound in 2007, as overall
fundamentals remain positive Demand 13 expected to
be supported by strong growth in China, India, Russia
and the larger European countnes and inventones of
both refined copper and concentrates are at histornically
low levels LME prices have averaged US 269 5
cents per pound in the first quarter of 2007

Molybdenum prices have averaged US$26 2 per
pound in the first quarter of 2007, and given the
demand for its usage in steel and alloy fabrnication in
the steel iIndustry and for catalysts In the ol and gas
industries, prices should continue to remain well
above historical levels in the near future

The productiaon outleok for 2007 at the Group’s mines
1s for 456,000 tonnes of payable copper and 11,000
tonnes of molybdenum, the latter coming exclusively
from the Los Pelambres mine

Group mining costs remain competitive and although
industry cosis have risen appreciably, Antofagasta
will benefit from expected strong demand and high
metal prices

Both FCAB and ADASA will benefit from an expected
upsurge in muning activity in 2007 FCAB expects to
transport freight from BHP Billiton's Spence mine at
Sierra Gorda, Escondida’s sulphide leach project at
Coloso and San Crnistobal's polymetallic project near
Uyuni in South West Bolivia

ADASA expects to supply 4 7 millon cubic metres

of water to Spence and start supplying treated water
from Calama to industnal users and numing operations
in the region

Finally, the Group’s financial posiion remains strong

enabling it to develop its existing assets and acquire
world class mining assets as opportunities occur
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Other Corporate Matters

Corporate Governance (see also page 62)
The Group pays attention to all aspects of Corporate
Governance However, the structure of this Controlled
Company having most of its assets in Chile, 15 unable
to comply wholly with the UK corporate governance
regulatory regirmne

Corporate Social Responsibility

(see also page 38)

The Group places great importance In safety,
environmental matters, community relations,
employees’ health and traiming, and sustamable
development

It strives to equal and, If possible, exceed the best
practitioners i the mining industry In these areas

Dividends

The Board recommends a final dvidend of US 43 cents
per ordinary share payable on 14 June 2007 to
shargholders on the Register at the close of business
on 11 May 2007 The final dividend comprises an
ordinary dvidend of US 5 cents and a special dvidend
of US 38 cents Including the internm dividend, this
represents a distribution of 35 per cent of net earnings
{profit attributable to equity holders of the Cormpany)
after taking into account withholding taxes incurred
by the Group In funding the dwidend

The Board's policy 1s to establish an ordinary dividend
which can be maintained or progressively increased
at conservative long-term copper prices and through
the economuc cycle The Board recommends special
dividends when it considers these appropriate after
taking into account the level of profits earned in the
penod under review, the existing cash position of
the Group and significant known or expected funding
commutments As can be seen from the table below,
the Board has increased 1ts recommended dividends
in ine with profits by means of special dvidends in
these years of high copper pnees
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Ciwvidendst®

2006 200512 20042 06 v 05 05v 04
US cents US cents US cents change change
Ordinary
Intenm 32 32 30
Final 50 48 48
82 80 78 25% 26%
Special
Intenm 20 - -
Final 380 140 80
400 140 80
Total drvidends to ordinary shareholders 48 2 220 158 1191% 392%
Dwvidend as percentage of profit attnbutable 1o equity shareholders 35% 30% 27%

{1} Further details relating to dvidends are given in Note 11 of the financial statements
{2 Dnidends per share have been restated for the sffects of the 4-for-1 bonus 1ssue on 19 June 2006

The cost of the final dividend, including related
withholding taxes, 15 approximately US$541 million
This compares with a net cash position {on an
attributable basis) of US$1,363 milion The Board
considers this 1o be an appropriate level of distnbution
of profits earned m the year The Board has also
considered the potential future capital requirements
of the Group which could amount to approximately
US$3 billion over a number of years should it proceed
with its existing portfolio of projects and opportunities,
1t believes these opportunities remain attractive for
the long-term development of the Group even in an
environment of lower copper prices The Board also
considers that this provides the Group with sufficient
flexibility to take advantage of new opportunities
which may arise in the future

Board Changes

Phip Adeane

Phiip Adeane was Managing Director from 1982
to 2005 and a Non-Executive Director from 2005
to September 2006

During this pericd he made valuable contributions to
Antofagasta’s success which are greatly appreciated

by the Board and Executives of the Company

Phiip Adeane continues his involvement wath the
Group as a Senior Adwvisor
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Willlam Hayes

Willam Hayes, 62 years of age, joined the Board as a
Non-Executive Director in September 2006 Mr Hayes
brings a wealth of expenence in the mining industry,
especially internationally, having been a senior
executive with Placer Dome Inc for 18 years

He 1s also a former President of the Consejo Minero,
an industry body reprasenting the seventeen largest
international mining companies operating in Chile

Antofagasta's Team

The excellent work and effort made by the Group's
executives, staff and employees has contributed to
another record year of results and achievements

I would lIike to express here my very sincere
appreciation for this effort and am jomed in this
by my fellow Directors

J-P Luksi
Chairman
5 April 2007
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Financial Review

Basis of Preparation

The Group's financial statements on pages 76 to 129 have been prepared in accordance with International
Financial Reporting Standards {"IFRS"”) The accountng policies followed are set out in Note 2 to the

financial statements

The presentational currency of the Group and the functional currency of the Company 1s the US dollar, the
principal currency in which the Group operates and in which assets and liabilities are denominated

Key Performance Indicators

The Group uses a number of financial and non-financial key performance indicators in order to measure

performance, which are set out below The Group’s performance in respect of these indicators is discussed
within the Charrman's Review on pages 6 to 21, and within this Financial Review Definitions of these key

performance indicators, along wath cross-references to where the individual measures are reviewed and

explained, are on pages 33 to 35 Other non-financial performance indicators, including mformation relating to
employees, health and safety and the environment, are contained within the Corporate Social Responsibility

report on pages 38 10 57

2006 2005
Turnover UsSsm 38700 24453
EBITDA USSm 2,957 3 1,674 1
Earnings per share US cents 1374 736
Capital expenditure US$m 5390 186 3
Ne1 cash USSm 1,446 8 8515
Copper production 000 tonnes 4655 457 3
Motybdenum production ‘000 tonnes 98 87
Realised copper price {per pound) US cents 3295 1852
Realised molybdenum price (per pound) Uss 246 314
Cash costs {per pound net of by-product credits} US cents 40 2 139
Comparative amounts for earnings per share have been restated for the effacts of the 4-for-1 bonus 1ssue on 19 June 2006
Production and Sales Volumes
Production Sales
2008 2005 2006 2008
‘000 tonnes 000 tonnes '000 tonnes 000 tonnes
Copper
Los Pelambres 3242 3228 3248 3191
El Tesoro 940 981 953 951
Michilla 473 46 4 477 453
Group total 465 5 467 3 4678 4605
Molybdenum
Los Pelambres S8 87 98 85
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Production volumes
Group copper production in 2006 was 465,500 tonnes, 5 4% above the onginal forecast for the vear of 441,500
tonnes but 0 4% below the amount produced in 2005

Los Pelambres produced 324,200 tonnes of payable copper (2005 - 322,800 tonnes} This exceeded the onginal
forecast for 2006 of 308,000 tonnes, with better than expected ore grades of 0 81% (compared with initial
estimates for the year of 0 77%) and completion of the concentrator plant expansion ahead of schedule, which
enabled the ore throughput to average 127,400 tonnes per day (despite lower throughput in the first half when
harder rock was processed) and to reach nearly 140,000 tonnes per day in the final quarter of the year This
compared with ore grades of 0 80% and throughput of 128,100 tonnes per day n 2005

Production at El Tesoro was 94,000 tonnes (2005 - 98,100 tonnes) As expected, lower ore grades of 1 16%
{2005 — 1 23%) offset the increase In cre throughput following the plant expansion carned out In 2005
Production was nevertheless ahead of the onginal forecast for 2006 of 91,600 tonnes

Michilla’s production in 2006 was 47,300 tonnes, a 1 9% mncrease over the 2005 production level of 46,400 tonnes
This resulted from increased throughput and higher recovenes, partly offset by the lower ore grade Production
was also ahead of the onginal forecast for 2006 of 41,800 tonnes

Molybdenum production at Los Pelambres reached 9,800 tonnes {2005 ~ 8,700 tonnes), an increase of 12 6%
due to improved grades in the area mined durning the year Los Pelambres s also credited for the gold and silver
content i the copper concentrate sold

Further details of throughput, grade and recovenes at each mine are given in the Mining Production, Transpont
and Water Statistics on page 140

Sales volumes

The volume of copper scld increased by 1 6% from 460,500 tonnes 1n 2005 to 467,800 tonnes this year

The increase was mainly due to ttming differences in shipment and loading schedules which resulted in rmunor
reductions in mventory levels, ofisetting the marginal decrease in production Molybdenum shipments in the
year, reflecung similar tirming differences, totalled 8,800 tonnes

Transport and water volumes

Rail and road transport volumes at the transport division in 2006 were 4 5 rmillion tons {2005 - 4 3 million tons)
and 1 5 milllon tons (2005 - 1 5 million tons) respectively Rail volumes were 3 5% above 2005 due to increases
across vanous mines and the start-up of the Spence copper project

At Aguas de Antofagasta the volume of water sold 1n 2006 increased by 14 3% from 33 1 mullion cubic metres
10 37 8 million cubic metres this year, as a result of hgher domestic consumption and increased sales to
ndustrial customers, this included 2 3 million cubic metres to Spence which started operations durning the
second half of 2006
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Financial Review continued

Realised Prices per Pound of Copper and Molybdenum Sold and
Cash Costs per Pound of Copper Produced

Cash costs Realised prices
2006 2005 2008 2005
US cents US cents US cents US cents
Copper
Los Pelambres 164 71 3350 1892
El Tesoro 786 66 1 3164 1757
Michilla 126 4 118 8 3185 1771
Group weighted average (net of by-products) 402 139 3295 186 2
Group weighted average (before deducting by-products) 956 773
Cash costs at Los Pelambres
On-site and shipping costs 56 4 471
Telling charges for concentrates 397 276
Cash costs before deducting by-product credits 961 747
By-product credits {pnncipatly molybdenum) (79 7) 91 8)
Cash costs {net of by-product credits) 164 {171
LME average 3053 167 %
uss Uss
Molybdenum
Los Pelambres 246 314
Market average price 248 3290

Reahsed prices
The Group's average reahsed copper prnice was 329 5 cents per pound (2005 — 185 2 cents), mainly reflecting
the higher LME copper price which averaged 305 3 cents, 82 7% above the average prnice for 2005

Realised copper prices in 2006 exceeded the LME average price of 305 3 cents because, in ine with industry
practice, concentrate and cathode sales generally provide for provisional pricing at the time of shipment with
final pricing based on the average market price for future penods (normally 30 days after delivery to the customer
Iin the case of cathode sales and up to 180 days after delivery 1o the customer in the case of concentrate sales)
The strong iImprovement in copper prices in the first nine months of the year resulted in significant positive
pricing adjustments, although this was partly offset by weakening copper prices in the final quarter

in the case of Los Pelambres, pricing adjustments added US$223 5 million in 2006 to imitially invoiced sales
{before adjusting for totling charges), comprising US$136 0 million in respect of sales invaiced in 2005 {net of
the reversal of mark-to-market adjustments made at the end of 2005) which were finally priced in 2006 and
US$87 5 millon 1n respect of sales invotced in 2006 (net of a mark-to-market provision for open sales at the end
of the year of US$110 1 million when the copper pnce weakened} Pricing adjustments in 2008 at El Tesoro or
Michilla (which relate almost entirely to sales invoiced in the year) added US$11 7 million and US$8 9 million
respectively El Tesoro and Michilla also continued to benefit from strong cathode premiums reflecting tight
market conditions i the year

The realised molybdenum price averaged US$24 6 per pound (2005 — US$31 4 per pound), the decrease
reflecting the lower market average price in the year Molybdenum prices are also subject to provisional pncing
but as prices remained steady through the year, the realised price did not differ significantly from the average
market price of US$24 8 per pound (2006 — US$32 0 per pound)
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Further detaills of the pricing adjustments made to provisionally invoiced sales of copper and molybdentum
concentrates at Los Pelambres are given in Note 21(b) to the financial statements

Cash costs

Group weighted average cash costs in 2006 were US 40 2 cents, compared with US 13 9 cents in 2005
Excluding by-product credits (which are reported in the financial staternents as part of turnover), weighted
average cash costs for the Group as a whole increased by 23 7% from US 77 3 cents per pound in 2005 to

US 856 cents per pound in 2006 Cash costs at each of the Group’s three mines were higher than the previous year

Cash costs at Los Pelambres averaged US 16 4 cents per pound in 2006, compared with negative US 17 1 cents
per pound in 2005 The increase was due to a combination of lower by-product credits, higher tolling charges and
increased on-site and shipping costs By-product credits decreased by US 12 1 cents mainly due to the lower
molybdenum market prices Tolling charges were US 12 1 cents huigher mainly as a result of price participation
with smelters as the average LME copper price increased significantly in 2006 On-site and shipping costs
averaged US 56 4 cents per pound in 2006, 0 line with expectations but US 9 3 cents per pound above 2005
mamnly as a result of cost pressures including ol, plant and machinery hire and freight costs

At El Tesoro, cash costs rose In line wath forecasts to US 78 6 cents per pound compared with US 66 1 cents
per pound 1In 2005 The expected increase resulted from a combination of input cost pressures {including
exchange rates and inflation} and operational factors, including higher acid consumption due to an increased
level of carbonates and the effect of the lower ore grade on production

Cash costs at Michilla for 2006 were US 126 4 cents per pound, marginally lower than forecast but US 7 6 cents
per pound higher than 2005 The increase was mainly due to the higher cost of processing third party ore and,
to a lesser extent, higher input costs

Review of Performance
Turnover, EBITDA, depreciation and amortisation, operating profit, capital expenditure and net assets are
analysed on a segmental basis in Note 5 to the financial statements

Turnover
2006 2005
Ussm US$m
Turnover 38700 2,4453

Group turnover increased by 58 3% to US$3,870 0 mullion, compared with US$2,445 3 mullion in 2005 The
increase was mainly due to higher realised copper pnces at all three munes as explained above The Group also
benefited from improved molybdenum volumes and higher sales at the transport and water divisions These
factors were partly offset by increased tolling charges for copper concentrate and lower molybdenum prices
The reasons for the tmproved pnces and changes In volumes are explained in this Financial Review on pages
23 and 24 as well as in the discussion contatned 1n the Chairman’s Review on pages 6 to 21

Turnover from copper concentrate and copper cathodes

Turnover from copper concentrate and copper cathode sales from the Group's three mines increased by 83 5%
to US$3,144 7 milhon, compared wath US$1,713 4 milhon in 2005 In 2006, sales of copper concentrate and
copper cathodes represented 81 3% of Group tumover and therefore revenues depend significanily on LME and
realised copper prices A one cent change in the average copper price for the year would affect turnover and
profit before tax by US$10 3 million and earrings per share by 0 5 cents, based on production volumes i 2008,
and without taking into account the effects of provisional pricing and hedging activity
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Financial Review continued

Tolling charges for copper concentrates at Los Pelambres increased from US$166 9 million in 2005 to
US$254 0 midlion in 2006, mainly as a result of the effect of the higher copper price on price participation with
smelters Toling charges are deducted from concentrate sales in reporting turnover and hence partly offset
the effect of improved copper pnces

Turnover from by-products

Turnover from by-products at Los Pelambres decreased by 5 0% to US$556 3 mullion in 2006 compared with
US$585 7 milhon in 2005, mainly due to lower molybdenum market prices A one dollar change in the average
molybdenum price for the year would affect turnover and profit before tax by US$21 6 mulhon, and earnings per
share by US 1 1 cents, based on production volumes in 2006, and without taking into account the effects of
provisional pricing

Lower molybdenum prices were partly offset by better sales volumes which increased by 16 5% to 9,900
tonnes as a result of higher production and, to a lesser exient, lower inventory levels due to shipment tmings
Gold and silver by-product revenues increased significantly to US$42 5 milion (2005 - US$22 9 muthon) due to
higher metal prices and increased volumes

Turmnover from the transport and water divisions

Turnover from the transport division increased by US$12 8 million or 13 8% to US$105 3 millon, reflecting
increased rail volumes and higher tanffs in 2006 Tariffs are indexed to cost factors including inflation, the
peso-dollar exchange rate and fuel costs

Turnover at Aguas de Antofagasta, which operates the Group's water business, increased by US$10 0 million
or 18 6% to USS63 7 million in 2006, mainly due to increased volumes as a result of both higher domestic and
industrial consurmption

EBITDA and operating profit from subsidiaries and joint ventures

2006 2005

USsm Ussm

EBITDA 2,857 3 16741
Depreciation and amortisation (145 0) {128 0}
Loss on disposals (82) 97
Impairment charge - {30 O}
QOperating profit from subsidiaries and joint ventures 2,804 1,506 4

EBITDA (earnings before interest, depreciation, tax and amorusation} increased by 76 7% from
US$1,674 1 milhon 1in 2005 to US$2,957 3 milhon in 2006

EBITDA at the mining division increased by 79 3% from US$1,602 0 million to US$2,873 0 million, due to
significantly improved turnover as explaimed above {resulting mainty from higher copper prices and improved
molybdenum volumes), partly offset by increased operating costs as explained on pages 24 and 25 EBITDA
was also affected by losses on commodity derivatives (inctuding net mark-to-market adjusiments) of US$84 5
million at Michilla and El Tesoro, compared with a loss of US368 6 million in 2005 These manly resulted from
commeodity dervatives entered into in 2005 which matured in 2006 Exploration and corparate costs did not
change significantly in 2006 compared with 2005

At Los Pelambres, EBITDA increased by US$876 S mullion to US$2,297 0 milion EBITDA at El Tesoro
increased from U5$203 2 rmilhon 1n 2005 to US$456 O mullion this year, and at Michilla EBITDA tincreased by
US$142 1 milton to US$158 4 mulkion
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EBITDA at the transport diviston increased by US$4 7 milhon to US$42 9 million, reflecting the improved rail
tanffs and higher rail volumes

Aguas de Antofagasta (whose revenues and costs are mamly denominated in Chilean pesos) contributed
US$41 4 milkon compared to US$33 9 miullion last year, henefiting from higher sales and the stronger
exchange rate

Depreciation and amortisation increased by US$17 O million to US$145 O mithen, mainly due to the depreciation
of the additional mining property asset recognised at El Tesoro as a result of the acquisition of Equatortal Mining
Limited, and increased depreciation at Los Pelambres, partly as a result of the commencement of depreciation
of the 140,000 tonnes per day plant expansion The loss on disposal of property, plant and equipment in 2006
was US$8 2 million, compared with US$9 7 million in the prior year In 2005 an impairment charge of

USS$30 million was recorded by Michilla

As a result of the above factors, operating profit from subsidiaries and jomt ventures in 2006 was
US$2,804 1 million, compared with US$1,506 4 mitlion in 2005, an increase of 86 1%

Share of income from associate

2006 2005
US$m Ussm
Share of income from associate 11 09

The Group's share of net profit from its 30% investment in Antofagasta Terminal Internacional S A (*ATI”) was
US$1 1 million This comprised share of profit before tax of US$1 3 million less share of tax of US$0 2 million
Duning 2006, a dividend of US$0 4 million was received from ATI

Net finance income
Net finance income in 2006 was US$53 8 mullion, compared with US$29 0 mithon in 2005 and 1s analysed as
follows

2006 2005

Ussm UsS$m

nvestrment ncome 783 397
tnterest expense {26 4) (26 0}
Mark-to-market effect of interest and exchange dervatives 03 20
Foreign exchange 16 133
Net finance income 538 280

Investment income comprises interest recevable, which increased from US$39 7 million n 2005 to US$78 3 mitlion,
due to the higher level of cash and deposit balances and higher market interest rates cormpared with 2005
Deposits are typically held on short-term matunties of less than three months 93 2% {2005 - 98 1%) of the
year-end cash and deposit balances were denominated in US dollars with the remainder mainly held 1in

Chilean pesos

Interest expense (excluding the mark-to-market effect of interest rate denvatives) increased slightly from
US$26 0 million in 2005 to US$26 4 million, reflecting the increase in market interest rates, which offset the
effect of the decrease in the level of borrowings through loan repayments during the year
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Financial Review contnued

Foreign exchange gains included in finance items were US$1 6 million in 2006, compared with U5$13 3 million
in the previous year The 2005 results benefited from retranslation of peso-denominated inter-company receivables
and cash balances due to stronger period end exchange rates Mark-to-market gains on interest rate and
exchange dervatives were US$0 3 rmullion in 2006 compared with US$2 0 million n 2005

The Group’s borrowings relate mainly to Los Pelambres and El Tesoro, which represent US$342 9 mithon out of
total borrowings at the end of 2006 of US$358 7 milion As at 31 December 2006 there were no mterest rate
swaps i place, and the Group’s borrowings are predominantly floating rate Borrowings are almost entirely
denominated in US dollars

Based on total borrowings, cash and deposit balances at the end of 2006, a 1% increase In interest rates would
ncrease interest payable by US$3 6 million and increase interest receivable by US$18 1 million, resulting in an
overall increase in net finance income of US$14 5 millon Detalls of the compositon of borrowings and cash
and deposits are given in Notes 20{(a) and 18(d) to the financial statements

Taxation
The tax charge for the year compnsed the following
2006 2005
USs$m US$m
Current tax charge
Corporate tax (principally first category 1ax in Chile} 474 2) {296 6)
Mining tax (Royalty) {58 5) -
Withholding tax provision (619} 86l
Exchange gans on corporate tax balances 24 202
(592 2} (285 0}
Deferred tax charge
Corporate tax (pnincipally first category tax in Chile} {2 4) 287
Mining tax (Royalty) 19 {0 5}
Withholding tax provision (722) (51 3}
(727} 231)
Total tax charge (Income tax expense) {664 9) {308 1}

The rate of first category {1 e corporation) tax in Chile was 17% for both 2006 and 2005 New tax legisiation on
Chilean miming companes was passed into law with effect from 1 January 2006 This legislation established an
additional tax of up to 5% of tax-adjusted operating profit, with the option for mining companies to elect for a
lower rate of 4% by enterning into a tax stability regime for a penod of 12 years, atter which the rate of 5% will
apply For 2006 and 2007, 50% of the new mining tax can be offset against first category tax and the remaining
50% 15 tax deductible {1 & an allowable expense m determining hability to first category tax} From 2008, when
the ability to offset will no longer be available, 100% of the new mining tax will be tax deductible Los Pelambres
El Tesoro and Michilla opted in 2005 to enter into this new tax stabiity agreement, and hence the effect of the
legislation Is to Increase the effective tax rate of these three operations (before taking into account deductibility
against corporation tax} by approximately 2% i 2006 and 2007 and 4% thereafter In addition to first category
tax and the new mining tax, the Group incurs withholding taxes on the remittance of profits from Chile
Withholding tax 15 levied on remittances of profits from Chile at 35% less fist category tax already paid
Accordingly, the effective tax rate of withholding tax for the purpose of paying dividends to Group shareholders
1s approximately 18% of the amount rermitted or expected to be remiited
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Tax {incfuding deferred tax) amounted to US$664 9 mullion (2005 - USE308 1 milion), mamly reflecting the increased
profit for the year Including both current and deferred taxes, this comprised corporate tax of US$476 6 million
{2005 - US$267 9 million), the new Chilean mining tax of US$56 6 million {2005 — US$0 5 million relating to imitial
deferred tax charges) and withholding tax charges of US$134 1 million {2005 - US$59 9 million} This was
partly offset by exchange gains on corporate tax balances of US$2 4 mitlion {2005 - US$20 2 million)

As a result of these factors, the effective tax rate for the Group in 2006 was 23 3% (2005 - 20 1 %), compared
with the Chilean statutory tax rate of 17%

Earnings per share
2006 2008
US cents US cents

Earnings per share 1374 736

Earnings per share calculations are based on 985,856,695 ordinary shares, being the number of shares in 1ssue
following the 4-for-1 bonus 1ssue on 19 June 2006 Other than the bonus 1s5ue, there have been no changes
to the number of shares in 1ssue throughout 2006 or 2005

Earnings per share increased 86 7% to US 137 4 cents, reflecting the tugher profit after tax and minority
interests for the year

Dwidends
The Board's policy regarding dividends 1s set out in the Chairman’s Review on pages 20 and 21

Dwidends per share proposed in relation to the year are as follows

2006 2005
US cents US cents

Ordinary
Interim 32 32
Final 50 48
82 8¢

Special

Interim 20 -
Final 380 140
400 140
Total 432 220

The total cost of dividends on ordinary shares proposed in relation 1o 2006 will be US$475 2 rmullion, compared
with US$216 9 million 1n 2005 This represents an increase of 119 1% compared with 2005 The total dvidends
proposed in relation to 2006 will be covered 2 9 times compared with 3 3 times in 2005

Dwidends per share actually paid in 2006 and recognised as a deduction from net equity under {FRS were

US 24 cents {2005 — US 16 cents) being the intenm dividend declared and paid in the year and the final dividend
proposed in respect of the previous year and paid during the year The total cost of such diwvidends in 2006

was US$236 6 million {2005 - US$157 7 million)

Dividends on ordinary shares are payable in either US dollars or steiling Further details, including determination
of conversion rates for dividends payable in sterling, are given in the Report of the Directors on page 59 and in
Note 11 to the financial statements
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Financial Review continued

Acquisitions and Disposals

The Group acquired a 100% interest In Tethyan Copper Company Limited {“Tethyan”) on 20 Apnl 2006 for a
cash consideration (including transaction costs) of US$170 4 million, following a recommended cash offer first made
on 14 February 2006 On 14 February, the Group also separately entered into an agreement with BHP Billiton
whereby BHP Billiton's night to claw-back a matenal mterest in certain of Tethyan’s mineral interests
(*Claw-Back Right”} would be extinguished for consideration of USS60 milllion On 22 September 2006, the
Group entered Into a joint venture agreement with Barrick Gold Corporation {*Barrick Gold”) to establish a 50 50
Jeint venture over Tethyan's mineral interests in Pakistan This was achieved through the indirect sale of a 50%
interest in Tethyan for a cash consideration of US$86 8 million The Group and Barnck Geld each contributed
USE30 rmilion to Tethyan to allow it to extingutsh BHP Billiton's Claw-Back Right on 22 November 2006

The Group also acquired a 100% interest in Equatonal Mining Limited (" Equatorial”) for a cash consideration
(including transaction costs) of US$406 1 million Equatorial’s principal asset was a 39% interest in El Tesoro,
the remaining 61% of which was already owned by the Group There 15 currently a claim going through the
Australran Courts against Equatonal in refation to certain of Equatorial’s assets The claim 1s being defended
and its effect 1s not expected to be maternial to the Group An agreement to sell Equatortal's North American
interests through the sale of Equatorial North America Inc to Idaho General Mines Inc was reached in
December 2006 for cash consideration of US$4 8 million {which was received in January 2007} and further
contingent consideration of US$6 0 million will be receivable should certain conditions be met (see Note 28(b)
to the financial statements)

Capital Expenditure
Capital expenditure amounted to U3539 0 mithon {2005 - US$1886 3 rathon) This figure 1s stated on an accruals
basis, and therefore differs from the cash ocutflow during the year shown in the cash flow summary below

The increase In capital expenditure compared with the prior year 1s mainly due to the expenditure on the Mauro
talfings dam and the 140,000 tonnes per day plant expansion at Los Pelambres During 2006 capital expenditure
of US$251 1 millon was incurred in respect of Mauro (2005 — US$50 3 million), and US$134 3 million in respect
of the plant expansion (2005 — US$10 7 mithon)

Cash Flows
The Group cash flow statement 1s presented on page 78 The key features are summarised as follows
2008 2005
Ussm Ussm
Cash flow from operations 28101 1,647 5
Income tax paid {498 2) (343 8)
Net interest receved 530 146
Acguisitions (487 5) -
Disposal and part disposal of subsidianes 843 -
Purchases of property, plant and equipment (5086 B) {223 0)
Ddends paid to equity holders of the Cormpany {236 6) {155 4)
Dwidends paid to minority interests (630 6) {385 6)
Other items 89 126
Changes i1n net cash relating to cash flows 596 8 566 9
Exchange and other non-cash movements {15} 60
Movement in net cash in the year 5953 5729
Net cash at the beginning of the year 8515 2786
Net cash at the end of the year {analysed on page 32) 1,446 8 85156
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Cash flows from operations were US$2,810 1 mitlien tn 2006 compared wath US$1,647 5 millton last year,
reflecting the improved operating results adjusted for depreciation, amortisation and working capital movements

Cash iax payments In the year were US$498 2 rmillion {2005 — US$343 8 million}, compnsing corporation tax of
US$426 5 milhon, miring tax of US$9 3 million and withholding tax of US$61 8 million These amounts differ
from the current tax charge in the consolidated incorme statement of US$592 2 mullion {2005 — US$285 0 mullion)
because cash tax payments partly compnse monthly payments on account in respect of current year profits and
partly compnse the setttement of the outstanding balance for the previous year The increased payments reflect
higher profits in each successive year from 2004 (thereby mcreasing both monthly payments on account for the
current year as well as settlement of the outstanding balance for the previous year), higher withholding tax
payments and, to a lesser extent, monthly payments on account 1 2006 for the new mining tax

MNet cash outflow from acquisitions amounted to US$487 5 million, this amount s stated net of cash balances
acquired of US$119 0 milion The net cash outflow comprised US$199 4 million in respect of Tethyan (net of
cash balances acquired of US$1 O mulhon) and US$288 1 million in respect of Equatonal (net of cash balances
acquired of US$118 0 million)

Net cash inflow from disposals amounted to US$84 3 million, this 1s stated net of cash balances disposed of
US$2 5 millkon The net cash inflow compnsed US$85 7 million {net of cash balances disposed of US$1 1 million)
on the disposal of 50% of Tethyan to Barrick Gold less an outflow of cash balances of US$1 4 million when
Equatonal Miming Narth America Inc was sold, the proceeds of US$4 9 million for this latter disposal were
received in January 2007

Capital expenditure on a cash basis was US$506 6 million in 2006 compared with US$223 0 ruthon in 2005
Capital expenditure on an accruals basis 1s explained in the Financiat Review on page 30

Dividends {including special dvidends) paid to ordinary shareholders of the Company this year were
US$236 6 million {2005 — US$155 4 multion), which related to the final dividend declared in respect of the
previous year and the interim dividend i respect of the current year, and reflected the increased dvidend
per share paid in 2006 compared with 2005 Dividends paid by subsichanes to minonty shareholders were
US$630 6 millton (2005 — US$385 6 mullion), principally due to increased distributions by Los Pelambres and
El Tesoro

Other items principally related to dividends from ATl and recovery of Chilean VAT previously paid on the
acquisiion of the water concesston by Aguas de Antofagasta in 2003 The net cash inflow from these items
was USS8 9 mullion in 2006 compared with US$12 6 million in 2005

Foreign currency exchange differences and other non-cash movements are analysed in Note 30(b} to the
financial statements

Changes In the cash and debt components ¢f net cash during the year are analysed under Financial Position below
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Financial Review conunued

Financial Position

2006 2005

ussm Ussm

Cash and cash equivalents 1,805 5 13168
Total borrowings (358 7) (465 3)
Net cash at the end of the year 1,446 8 8515

The increase in net cash duning the year was US$595 3 million {2005 — US$572 9 mitlion) The principal reascns
for the increase in net cash during 2006 are set out above under Cash Flows

Repayments of borrowings and finance leasing obligations in 2006, mainly at Los Pelambres and El Tesoro, were
USE111 4 milkon, which included voluntary prepayments of US$14 0 mullion at El Tesoro In 2005, the repayment
of borrowings amounted to US$139 6 miltion, which included voluntary prepayments of US$36 2 million at

El Tesoro New borrowings in the period amounted to US$3 8 mullion (2005 — US$0 2 mithon)

At 31 December 20086, the Group had cash and cash equivalents of US$1,805 5 million {2005 - US$1,316 8 million)
Excluding the minonty share in each partly-owned operation, the Group's attnibutable share of total cash and
cash equivalents was US$1,592 7 million (2005 — US$1,085 8 mullion)

Total Group borrowings at 31 December 2006 were US$358 7 million {2005 - US$465 3 mullion) Of thrs,
US$230 0 millien {2005 — US$283 6 milion) 1s proportionally attnbutable to the Group after excluding the minornity
shareholdings i partly-owned operations The decrease in debt 1s mainly due to further principal repayments

at Los Pelambres and El Tesoro as explained above

An analysis of borrowings by Group company 1s contained in Note 20{a) to the financial statements US$97 6 million
of the total Group borrowings of US$358 7 million 1s repayable within one year, and relates mainly to the
short-term portion of the corporate loans at Los Pelambres and El Tesoro

As explained above in relation to net interest payable, Group cash and debt 1s predominantly floating rate and
almost entirely denominated in US dollars

Balance Sheet

The Group's balance sheet 1s set out on page 77 Net equity {1 e equity attributable to ordinary shareholders

of the Company) increased from US$2,041 7 mulhon at 1 January 2006 to US$3,155 1 million at 31 December
2006, relating mainly ¢ profit after tax and minonty interests for the penod less ordinary dividends declared and
paid in the year Further details are given in the Consolidated Statement of Changes in Equity on page 79

Minonty interests mcreased from US$721 3 million at 1 January 2006 to US$793 0 milion at 31 December 2006,
principally reflecting the minority’s share of profit after tax, less the minonty's share of the dividends paid by
substdiaries in the year and the elimination of the minonty interest in El Tesoro through the acquisition of
Equatorial Mining Limited

Treasury Management and Hedging
A detalled description of the key financial nisks facing the Group, and the processes in place to manage those
nsks, 1s included \n Note 21{a)

The Group occasionally uses denvative financial nstruments to reduce exposure to commaodity price, interest rate
and foreign exchange movements The Group does not use such dervative instruments for speculative trading
purposes, and it did not apply the hedge accounting provisions of 1AS 39 “Financial Instruments Recognition and
Measuremeni” 1n either 2005 or 2006 Accordingly, dernvatives have been measured at fair value through the
income statement in both financial years in either other operating income or expense (in the case of commodity
denvatives) or financial income or financial cost (in the case of interest and exchange dervatives)
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The hedge accounting provisions of IAS 39 will be applied from 1 January 2007 and changes n the farr value
of denvative financial instruments that are designated and effective as hedges of future cash flows will be
recognised directly in equity, with such amounts subsequently recognised in the income statement in the
perniod when the hedged item affects profit or loss

At 31 December 2006 Michilla, which 1s the Group’s highest cost operation, had minfmax instruments for
12,000 tonnes of copper producuon, with a weighted average floor of 281 2 cents per pound and a weighted
average cap of 337 9 cents per pound These instruments had an average duration of 6 5 months and a
maximum duration of cne year Michilla also had futures for 9,600 tonnes of copper production with an average
price of 306 9 cents, a weighted average duration of 6 5 months and a maximum duration of twelve months
These investments represent 50% of Michilla s forecast production for 2007 From a cash flow perspective

the Group’s exposure 1o the copper price during 2007 will be reduced by the extent of these instruments

Detalls of the mark-to-market position of these instruments, together with details of interest and commodity
denvatives held by the Group, are given in Note 21{c} 1o the financial statements

Foreign Currency Exchange Differences

The principal subsidianes with a functional currency other than the US dollar are Chilean pesc-denominated, of
which the most significant 1s Aguas de Antofagasta S A Exchange rates used to translate the results of such
subsidiaries are given in Note 33 to the financial statements

The currency translation adjustment charge to net equity of US$4 3 million results mainly from the weakening
in the Chilean peso during the year from Ch$513 = US$1 at the start of 2006 to Ch$b32 = US$1 at the end
of 2006 In 2005 the currency translation adjustment credit 1o net equity of US$8 1 mullion resulted mainly
from the strengthening of the Chilean peso in the year, from Ch$557 = US$1 at the beginning of 2005 to
Ch$513 = US$1 at the end of 2005

Going Concern

After making appropriate enquines, the Directors consider that the Company and the Group have adequate
resources to continue m operational existence for the foreseeable future and that it 1s appropnate to adopt the
gomng concern basis in prepanng the financial statements In forming this opinion, the Directors have taken into
account the financial position of the Greup including cash balances, horrowing facilities in place, the current
copper price and market expectations in the medium-term

Additional Information Relating to the Financial Review
Key performance indicators — definitions and cross-references to reviews and explanations

Turnover

Turnover represents the value of goods and services supplied to third parties during the year This principally
comprises sales of copper concentrate, copper cathodes and by-products (pnincipally mobybdenum concentrate}
from the rmining division, transport of cargo by road and rail by the transport division, and supply of water to
domestic and mndustrial users by the water division

Turnover at the minng dwision includes the effect of final pricing and mark-tomarket adjustments to provisionally
priced concentrate and cathode sales but does not include the effect of gains and losses on commodity
denvatives, which are included as part of operating profit in other operating income or expense Turnover 1S
stated net of tolling charges for concentrate sales

An explanation of turnover 15 contained on pages 25 and 26 of the Financial Review and analyses of turnover
by business segment and geographical segment are contained in Notes 5(@)1) and 5(b){)} respectively to the
financial statements Details of pricing adjustments and gains and losses on commodity denvatives are
given in Notes 21(b) and 21{c} to the financial statements
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Financial Review continued

EBITDA

EBITDA refers to Earnings Before Interest, Tax, Depreciation and Amortisation EBITDA 1s calculated by adding
back depreciation, amortisation and profit or toss on dispesals of property, plant and equipment and imparrment
charges to operating prohit from subsidianes and joint ventures

An explanation of EBITDA, mcluding a reconciliation to operating profit from subsidianes and joint ventures,
1s contained on pages 26 and 27 of the Financial Review An analysis of EBITDA by business segment 1s
contaned in Note 5{al{) to the financial statements

Earnings per share (EPS}
Earnings per share is calculated as the net profit attnbutable to equity holders of the Campany, dwvided by the
number of ordinary shares in Issue

Details of earnings per share are gven on page 29 of the Financial Review and Note 10 to the financial statements

Capital expenditure

Capital expenditure refers to amounts capitalised in respect of the purchase of property, plant and equipment,
including the asset purchase price, directly attnibutable costs and related interest The capital expenditure figures
are stated on an accruals rather than a cash basis

An explanation of capital expenditure 1s given on page 30 of the Financial Review and analyses of capital
expenditure by business segment and type of asset are given in Notes 5{al(nv) and 13 respectively to the
financial statements

Net cash

Net cash represents cash and cash equivalents, iess horrowings Cash and cash equivalents comprise cash on
hand, deposits held on call wath banks and hughly liquid investments that are readily convertible into known
armount of cash and which are subject to insigmificant risk of changes in value, net of bank overdrafts which are
repayable on demand Borrowings include loans, finance leases and preference shares

An explanation of the net cash position i1s given on page 32 of the Financial Review and analyses of cash and
cash equivalents and borrowings are given in Notes 19{d}, 20(a) and 30(b} to the financial statements

Copper and melybdenum production

Copper and molybdenum production compnises the concentrate and cathode output of the Group's three
operating mines, Los Pelambres, El Tesoro and Michilla Los Pelambres produces copper and molybdenum
concentrates, and the figures for Los Pelambres are expressed in terms of payable metal contained in concentrate
The copper concentrate alsc contains gold and silver, for which Los Pelambres 15 credited when the concentrate
i5 sold El Tesoro and Michilla produce copper cathodes with no by-products

An explanation of Group production 15 given on pages 22 and 23 of the Financial Review and further details of
throughput, grades and recoveries at each mine are given in the Mining Production, Transport and Water
Statistics on page 140
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Realised prices

Realised copper prices are determined by comparing revenues from copper sales {grossed up for toling charges
for concentrates) with sales volumes for each mine in the year, and reflect the effective prices achieved by each
mine Realised molybdenum pnices are deterrmined on a similar basis Realised prices do not reflect the effects
of commodity dernivative losses which are included in other operating expenses as the Group did not apply the
hedge accounting provisions of IAS 39 "Financial Instruments Recognition and Measurement” durning erther
2005 or 2006

An explanation of realised prices 15 given on page 24 of the Financial Review

Cash costs

Cash costs are a measure of the cost of operational production expressed In terms of cents per pound of payable
copper produced Cash costs are stated net of by-product credits and nclude toling charges for concentrates at
Los Pelambres Cash costs exclude depreciation, financial income and expenses, exchange gains and losses and
corporation tax for all three mines By-product calculations do not take into account unrealised mark-to-market
gains for molybdenum at the beginning or end of each penod

An explanation of cash costs 1s given on page 25 of the Financial Review

Risk factors

Introeduction

The Group 1s exposed to a range of nsks and uncertainties which may affect it These nsks include strategrc,
commercial, operational, regulatory and financial nisks A summary of the key nisks facing the Group 1s set out
below There may be additional nsks unknown to the Group and other nisks, currently believed to be msignificant,
could turn out to be significant These nisks, whether they materiahise indvidually or stmultaneously, could
significantly affect the Group's business and financial results They should also be considered in connection
with any forward looking statements in this docurnent and the cavtionary statement on page 37

Financial nsks

The principal financial nsks to which the Group 1s exposed include risks relating to interest rates, commodity
prices, credit, cash flow and hquidity Details of these nsks are contained in the Treasury Management and
Hedging section on pages 32 and 33 and in Note 21{a} o the financial statements

Economic environment

Commuodity prices, and demand for the Group’'s products, are influenced strongly by world economic growth
Commodity pnices can fluctuate widely and could have a matenal and adverse impact on the Group’s revenues,
earnings, cash flows and financial position

Exploration

The Group seeks to identify new mineral reserves through exploration There 1s no guarantee, however, that
exploration activities will identify viable mineral reserves A failure to discover new reserves or enhance existing
reserves could negauvely affect the Group's results and prospects

Reserve estimation

The Group's resources and reserves estimates are subject to a number of assumptions, including the price

of commodities, production costs and recovery rates Fluciuations in these vanables may result in lower grade
reserves being deemed uneconomic, and may ultimately lead to a reductton in reserves A sigruficant reduction
could have a negative impact on the Group’s results, financial posiion and prospects
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Financial Review continued

Mining operations and new projects

The strong commodity cycie and large numbers of projects being developed in the resources industry has led
to increased demand for supplies, equipment, skilted personnel and contractors This has resulted in, and
could continue to result In, increased capital and operating costs, which may impact the development of

new projects, the expansion of existing operations, the results of those operations and the Group's financial
condition and prospecis

Mining operations and project developments are also subject to a number of circumstances not wholly

within the Group's control, including damage to or breakdown of equipment or infrastructure, natural disasters,
unexpected geological vanations and industnal actions Appropriate insurance can provide protection from some,
but not all, of the costs that may anse from unforeseen events

Fallure to meet production targets may also result in increased unit costs, particularly where operations have
a hugh leve! of fixed costs

Increasing regulatory and environmental approvals and litigation could result in significant delays in construction
andfor increases in construction costs These events could matenally and adversely affect a project’s economics
or its successful completion and the Group's earnings and cash flows

Decommussicning and restoration

Costs associated with the decommissioning and restoration of mine sites are estimated on the basis of a formal
closure plan and are subject to regular formal review Estimates may, however, be insufficient, further 1Ssues
may be identified or changes in regulatory standards may occur Any underestimated or unidentified casts will
affect earnings and cash flows

Acquisitions
Difficulties may be expenenced in successfully integrating acquired businesses, and the full benefits, cost
savings or synergies identiied at the time of acquisition may not be achieved

Polrical environment

The Group could be affected by any politticat or regulatory developments in any of the countnes and jurisdictions
In which it operates, including controls on imports, exports and prices, expropriation of assets, or new forms or
rates of taxation and royalties

Health safety and environment

Antofagasta operates in an industry that 1s subject to numerous health, safety and environmental laws and
regulations as well as community expectations Developments in regulatory standards and expectations could
result 1n increased costs andfor itigation, which could impact on earnings and cash flows

Critical accounting judgements and key sources of estimatton uncertamty

Deterrmiming many of the amounts included in the financial statements involves the use of judgement and/or
estimation based on management's best knowledge of the relevant facts and circumstances, having regard to
prior experience, but actual results may differ from the amounts included in the financial statements Changes
in judgements or the assumptions underlying estmates could result in a significant impact on the financial
statements Details of principal accounting pohicies are set out in Note 2 to the financial statements and details
of entical accounting judgernents and key sources of estimation uncertainty are set out in Note 3 to the
financial statements
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Cautionary statement about forward looking statements

The Annual Report and Financial Statements contain certain forward looking statements with respect to the
financral position, results of operations and business of the Group Examples of forward looking statements
mclude those regarding estimated reserves, anticipated production or construction cormmencement dates, costs,
ouiputs, demand, trends in commedity prices, growth oppertunities and productive lives of assets or similar
factors The words “intend”, "aim”, “project”, "anticipate”, "estimate”, “plan”, "beleves”, "expects”, "may”,
“should”, “will", “continue”, or similar expressions, commonly identify such forward looking statements

Forward looking statements involve known and unknown risks, uncertainties, assurnptions and other factors that
are beyond the Group's control For example, future reserves will be based in part on long term price assumptions
that may vary significantly from current levels These may materally affect the timing and teasibihty of particular
developments Other factors include the ability to produce and transport products profitably, demand for products,
the effect of foreign currency exchange rates on market prices and operating costs, and activities by governmental
authonties, such as changes in taxatton or regulation, and political uncertainty

Given these nsks, uncertainties and assumptions, actual results could be maternally different from any future
results expressed or mplied by these forward looking statements which speak only as at the date of this report
Except as required by applicable regulations or by law, the Group does not undertake any obligation to publicly
update or revise any forward looking statements, whether as a result of new information or future events

The Group cannot guarantee that its forward looking statements will not differ matenally from actual results
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Corporate Social Responsibility

Open pit at

Los Palambres in
Chile s IV Region
producing copper
and molybdenum
concenirates

Introduction

The Group aims to discover waorld class deposits and to develop and operate low cost assets safely,
responsibly and etficiently, n order to provide good returns to shareholders and to benefit stakeholders
throughout the economic cycle Sustainable development considerations are an integral part of the Group’s
deciston-making process and 1t adopts a long-term view In formulating strategy, company pelicy and everyday
business procedures

Mining companies can be instrumental in the development of economies and communities The Group
recognises both its global and local responsibilities and seeks to contribute to the secioeconomic development
of communities and secieties at its operations and projects principally through forming mutually beneficial local
partnerships It encourages dialogue with interested parties to gain more understanding and seeks to improve
its performance in order to create greater value as a business

Sustainable development policies are implemented in a number of ways The Group places the adoption of safe
work practices at the centre of operational activity It exercises stewardship of natural resources to manage social
and environmental nisk and to minimise pollution and environmental footprint, this includes an integrated approach
to the conservation of biodiversity and land and water management It seeks to minimise stoppages in its mining
and processing operations, minimise cosis and maximise the benefit gained from a motivated workforce

This report 1s divided into the following sections

« Description of the Group's activities * QOccupational Health
e Commurication * Safety

+ Governance and Ethues * Environrment

¢ Working with other Organtsations » Community Relations
* Systems and Risk Management * Human Resources

* Awards and Recognitions
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Description of the Group’s Activities

Mining
The Group's three mines are controlled by experienced managers under the supervisory umbrella of Antofagasta
Minerals S A ("AMSA"} based in Santiage AMSA's activities are outhined in the Charrman's Review on page 9

By far the most important mine in the Group 1s Los Pelambres which is a world class porphyry copper mine
owned 60% by the Group and 40% by two Japanese consortia Located in the high Andes near Salamanca

in Chile's IV Region, its operations extend from its open pit high in the cordillera to its dedicated port near

Los Vilos Los Pelambres produces copper and molybdenum concentrate with gold and silver credits in the
copper concentrate Tallings are currently held by a dam in the Cuncumen Valley to the south of the concentrator
plant and work I1s 1n progress to complete the new Mauro taings dam by the end of 2007 Copper concentrate
1S ransported by pipeline 120 km to the coast, where 1t s dewatered, dried and stored prior 1o shipment by sea
The molybdenum concentrate s packed i drums and shrpped from the concentrator plant to roasters

El Tesoro 1s now 100% owned by the Group following the acquisition of Equatornial Mining Limited during
the year |t is located In the Atacama mining district m northern Chile's |l Region about 200 km north east of
Antofagasta with good road and rail access to the ports of Antofagasta and Mejllones El Tesoro 1s an open
pit operation and uses a heap-leach SX-EW process to produce LME Grade A copper cathodes

Michilla, which 1s 74 2% owned by the Group, 1s located about 100 km north of Antofagasta and 1s the Group's
oldest mine since 1983 Michilta 15 a mixed copper oxide and sulphide orebedy and mines its ore from a complex
of open pit and underground operations Michilla 1s very similar to El Tesoro and also produces LME Grade A
copper cathodes through the SX-EW process Michilla has access by road to the ports of Mejillones and
Antofagasta As explamed in the Chairman’s Review on page 13, 1t has recently revised 1ts mine plan which
extends to 2009 and Is currently reviewing several options in order to further extend its mine hife and
continuance of its facilities at the SX-EW plant

Production detalls for the three mines are shown on pages 22 and 140 Reserves and resources for each mine
are shown on page 141

The Group has a portfolio of exploration and development projects These include Esperanza and Antucoya-Buey
Muerto in Chile, the Reko Dig joint-venture in Pakistan and the Group's other exploration programmes in Chile,
Colombia and Ecuador The Group extends similar sustainability considerations to these activities as it does to
Its existing mines

Transportation

The Antofagasta Raitway {FCAB) has become one of the largest combined rail and road transportation
companies In Chile due mainly to the phenemenal growth of mining in the Il Region 1t also has a 50% interest
in and manages the Andino network in Bolivia The combined networks transported 4 5 million tons by raill and
1 5 mullion tons by road in 2006 The FCAB 1s regulated by the Supenntendency of Rallways Detalls of tonnage
transported are shown on page 140

Water

Aguas de Antofagasta 1s based in Chile's || Regron where it supplies water for domestic and industral use as
well as treating waste water for industrial customers It 1s regulated by the Chilean Water Authority and the
Supenntendency of Sanitary Services Water statistics are shown on page 140
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Corporate Social Responsibility continued

Communication

The Group recognises the importance of timely and accurate information flows both internally and externally

It achteves this through a variety of means, including websites, intranets, publications, consultation procedures
and meetings The Group welcomes face to face communication and constructive criticism both internally and
externally and 1t 1s committed to maximusing transparency within the parameters of good business sense and
commercial confidentiality

External communication is achieved at Group and business unit level through the publication of financial,
operational and social and environmental data The Board requires its Directors, senior management and other
staff to conduct themselves with integrity and to comply with the ethical standards of the Group and their
profession i preparing and pubhshing such information, for exarmple financial reports At the business unit
level, Information about operational activities 1s also made avallable to local stakeholders through community
consultation prograrmmes, open meetings and memos Grievance procedures allow interested parties to lodge
complaints and request information From 2006, the Group's three nining operations have alse published
financial iInformation on a quarterly basis

Internal communication withmn the Group s achieved through regular staff meetings including those with senior
management The prnncipal business units publish regular magazines and use intranets to communicate Group
principles, ethics and facilitate the ffow of communication throughout the Group

Governance and Ethics

The Group 1s commuitted to conducting business in an accountable and transparent way reflecting the interests
of all stakeholders who may be affected by the Group’s activities In so doing, it demands honesty, integrity and
responsibility from those who carry out its affairs It seeks to ensure that the human nights, customs and values
of its employees and those affected by its activities are respected, that information about Group actvities 1s
properly communicated and that environmental matters are properly considered

In order to achieve this, 1t has corporate governance procedures, management structures and risk management
procedures In place at both Group level and at the business units [n addition to therr own procedures and
structures, the principal operations have developed business principles and procedures to ensure good
governance and adherence to ethics The Group seeks to ensure similar standards are also maintained by its
joint ventures The Group's nisk management team has developed a central reporting system which enables
operational matters and incidents to be communicated using the Group’s intranet Further details of the Group's
corporate governance and rnsk management practices are set out n the Corporate Governance statement on
pages 62 to 69

The Board has also adopted a Corporate Code of Ethics which 1s aimed at all employees and contractors of the
Group, who are expected to understand and fully comply with its requirements The Code of Ethics seeks to
warn of potential conflicts of interest and independence A Corporate Ethics Committee (CECOR) has been
established with members drawn from senior management reporting to the Audit Committee Its tasks are to
develop and update the Corporate Code of Ethucs, to establish and develop the necessary procedures to monitor
and ensure comphance with ttus corporate code, and to establish systems to communicate matters of an ethical
nature throughout the Group A "whistleblowing” pelicy I1s In place which seeks to encourage and facilitate the
communication of non-compliance, anonymously if necessary through the Group's intranet Each principal
operating subsidiary has a Company Ethics Commitiee (CECOM) comprised of the general manager and two
senior managers who represent CECCR and communicate the corporate ethics code throughout therr respective
operations Thew tasks are to suggest modifications to the Code, to investigate non-compliance and to establish
and develop necessary procedures for promoting and communicating the Corporate Ethics Code throughout
therr respective companies
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Working with other Organisations
Mining companies can make a posiiive contribution to the development of economies and communities, and
the Group believes that this can be better achieved through communication and consultation with governments,
non-governmental orgamisations, labour and financial institutions It also believes that its decision-making
process benefits from consultation with relevant stakeholders Accordingly, it seeks to work closely with host
countnies and communities and commumcates its views 10 governmental agencies directly or through industry
associations and representative bodies at both a national and international leve! At the level of each business
unit, 1t seeks also to work in partnership with stakeholders, including local associations and representative
bodies to find beneficial solutions on any 1ssues

Organisations of which Group companies are members

Organisatton

Description

Group Membership

Socledad Nacional de
Mineria de Chile {SONAMI}

An industry body that i1s an association
grouping private entreprensurs of small,
medium and large size mining companies and
represents, leads and looks after the interests
of the private mining sector, in relations with
public and private instizutions, authonties

and the local and international communsttes

Los Pelambres and Michilla

Consejo Minero de Chile
{Consejo Minero)

An association of 17 large size Chilean mining
companies founded in 1898 for the purpose of
protacting, promaoting and supporting the
Chitean muning sector

Los Pelambres

International Copper
Association {ICA)

An international organisation for promoting the
use of copper worldwide and co-ordinating and
improving the effectiveness of international
market development research and technology
activities of the industry

AMSA (through one of its subsidiaries)

International Molybdenum
Association {(IMOA)

An nternational organisation which ams to
promaote the use of molybdenum, gather
technical Iiterature and scientfic data on
environmental 1ssues, prepare industry
guidehnes and collect histoncal statistics
on global demand and supply

AMSA (through one of its subsidiaries)

Antofagasta Association
of Industrnialists

An organisatton which ams to foster the
concept of sustainable development and
promgcta policies and ideas to the community
and other businesses

Aguas de Antofagasta
FCAB

SONAMI, the Consejo Minero and ICA are themselves members of several regional and international
organisations, including the International Council on Mining and Metals (ICMM], an entity that brings
together major mining and metal companies and assoctations worldwide
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Corporate Social Responsibility continued

Systems and Risk Management

Systems

Company general managers, who report to Antofagasta Minerals, are responsible for the health and safety
systems in therr organisations Health and safety 1s also monitored by the risk management team (whose work
1s described on page 44} which reports to the Audit Committee

Duning 2006 the Group has made significant advances in obtaining certification in international standards for
management systems and has set targets for 2007 and beyond The progress and targets are summarised
n the table on this page and page 43 Where international standards are not applied companies use
management systems under relevant national standards or have developed in-house solutions

Status of certfication of ISO 14 001 {environmental management) in Group operations

Company Area (Business Unit) Status
Los Pelambres Punta Chungo port, health area, supply and Certified 1996 Version between October
contracts, molybdenum plant Cordillera area 2004 and July 2005

(ncludes mine, plant, services planning and
development, hurnan rescurces and quality

and safety)
Whole company Certified 2004 Verston July 2006
El Tesoro Whole company Cerufied 2004 Version February 2006
Michrlla Whole company Under evaluation
FCAB Whole company To be evaluated as a project in the future
Aguas de Antofagasta S A Operative areas of the company — treatment An evaluation was undertaken in 2008 to
plants, distribution of potable water and sewer  @valuate the feasibility of certfying these
system areas, with next steps to be taken in 2007

Status of certification OHSAS 18 001 {safety and occupational health management}
in Group operations

Company Araa (Business Unit) Status

Los Pelambres Whole company Certified June 2006

El Tesoro Whole company Certufied March 2006

Michilla Whole company Certified October 2006

FCAB Whole company Being implemented and expected to

be certified dunng 2007

Aguas de Antofagasta S A Operative areas of the company ~ treatment An evaluation of the feasibility of
plants, distribution of potable water and sewer certification was taken in 2006 and next
system steps will be taken n 2007
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Status of certification IS0 9 001 (quality management) in Group operations

Company

Area (Business Unit)

Status

Los Pelambres

Punta Chungo port, health area, supply and
contracts, molybdenum plant, Cordiflera area
(includes mine, plant, services planning and
development, human resources and quality
and safety)

Whole company

Certified between March 2005 and
June 2006

Certified June 2006

El Tesoro Whole company In process of implementation and expected
to be certified dunng 2007
Michilla Whole company To be iImplemented in 2007 with
certification expected in 2008
FCAB Management services {transport of copper and Cartified 2003 with scope enfargement
sulphuric acid with enlarged scope to include In January 2007
mineral concentrates and general icading
services)
Integral Repair Shop Centre (electncal control Certified 2005 with scope enfargement
of locomotives, reparr and maintenance axpected 1n 2007
services with scope enlargement to cover
design and metrology}
Engineering and services {electncal motors Cernfied 2005, with additionat areas
repair and maintenance and components expected n 2007
recovery with scope enlargement to
production management, engineering
projects and operator traming
Train Ltda Storage and transter of sulphunc acid and Certtfied October 2006

copper cathodes, transport of me and cement

Table for other internationa! and national standards

Company

Standard

Los Pelambres

Punta Chungo The Internationat Ship and Port Secunty Code (ISPS} certification in June 2004

Michilta

At the Caleta Michilla Marime Terminal The International Ship and Port Secunty Code (ISPS)

certification 1n July 2004

FCAB

Competitive Company Prograrmme, in collaberation wath a health care association to manage

company risk

Aguas de Antofagasta

Water Quality Laboratory accredited by INN, the Chilean MNational Standardisation Institute
in NCh-17025 Accreditation for Laboratory Tests in microbiclogy and chemical physics a
requirement of the Superintendency of Sanitary Services

The company's microbiology and physic chemistry testing laboratory 15 in the process of
obtaining the Chilean standard certification (equivatent to [SO} in control and quality of water

El Tesoro

System to wentify, evaluate and prepare action plans related with worker behaviour, based
on supervisor leadership and the practice of the self-care concept, developed in collaboration
with the Mutual de Seguridad, a national organisation which aims to promote health and

safety at work
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Corporate Social Responsibility continued

Risk Management

The Drrectors’ responsibilives for nsk management, internal control, mternal and external communications
together with the role of the Audit Committee are described in the Corporate Governance report on pages 62
10 69

The Group's risk management system has been developed in-house and 1s based on conceptual models and
various existing risk management systems [ts purpose 1 to monitor and increase the contnbution from each
company through a central system designed to prevent potential incidents which could generate losses and to
reduce the impact of unavoidable incidents As explained in the tables on pages 42 and 43, the several aspects
of the detaled processes established by Group companies are certified under 1SQ 14 001 for environmental
management, 15O 9 001 for quality management and OHSAS 18 001 for safety and occupational health
management

Risk management processes are embedded throughout all levels within the Group Employees and contractors
who are in charge of an operation or project are responsible for managing any rnisk involved These processes
enable ther to identify nsks {including possible losses, incidents and areas of non-compliance) and controls
Risks are prioritised according to the likelihoed and the impact in terms of losses while controls are assessed
in three categones - good, satisfactory, or unsatisfactory, depending on the degree to which they meet

therr objective

The information in the system s penodically updated and validated in conjunction with the nsk control manager
at each operation and the risk team at the company level, which includes collating and publishing safety
statistics and measuning these against clear performance targets for the Group and indvidual operations Some
operations have had nsk management systems audited as part of the process In cbtaining 1ISO and OHSAS
certifications The Group shares information relating to rnisk management with other mining companies in Chile

Dunng 2006 functional improvements were made to the nisk system Thase included improvemenis to the
incident reporting system and the development of an online system to manage and report safety indices During
2007 and 2008, further improvements are planned, which include the integration of nisk maps, the incident
report systems and quality management systems

Awards and Recognitions
During the year, many of the Group’s operations receved awards and commendations at both regional and
national level for ther contnibutons to health, safety and the environment These ncluded

Los Pelambres
* Three new awards were received by Los Pelambres from the Chilean National Safety Council

* the operation’s general management, port, concentrator plant, services and support areas were awarded
the National Safety Council Award,

* the general management, port, services and support areas received the Safety Excellence Award for the
second consecutive year, and

* the concentrator plant area was awarded the Safety Effort Award

* |nternational Mining Industry Underwnters Limited {IMIU) ranked Los Pelambres as one of the five safest
mining companies globally
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s For the third tme 0 six years of operation, Los Pelambres
received the Servicio Nacional de Geologia y Mineria's
(Sernageomim} prize for Mining Safety in the large-scale
mining category This pnze 1s the mamn Government
recognition in the mining industry

El Tescro

* The Chilean Nationa! Safety Council awarded the pnze for
excellence to the mining function and support areas for their
safety performance

* The Antofagasta Assocration of Industrialists awarded the
Envirenmental Management Award to El Tesoro for its
environmental performance n the area of water consumption

» The Antofagasta Assoctation of Industnalists {in conjunction

with national and regional authorities in the region) awarded Ignacio Cruz Generai Manager of Los Pelambres,
racomving the Sernageormin prize from the Mintster
of Mining, Karen Poniachick

the Benjamin Teplizki prize to El Tesoro, In acknowledgement
of mine safety and environmental management

Michilla
* An award was given by CORESEMIN (Consejo Regional de Seguridad Minera) for high standards of safety

Aguas de Antofagasta

+ The Regional Secretary of the Ministry of Heazlth certified that public drinking water supplied by Aguas de
Antofagasta has an arsenic content of less than 0 01 mg per litre, within the guidelines set by the World
Health Orgarusation

Occupational Health

The very nature of the Group's activihes means that those involved may, durning the course of their work, be
affected by factors which could affect ther health The Group 1s committed to providing a healthy workplace for
its employees and contractors, eliminating occupational iliness and managing health exposures in the workplace

Chilean legistation covers most aspects of health through the Sanitary Code, the Bastc Condition Regulations
for Working Areas, and specific regulations for food handhng, radiation exposure, work accidents and illnesses
The Group seeks to meet or exceed these standards

All the principal business units have occupational health policies, and each operation or project ts responsible for
setting Hs own objectives and targets and communicating them to employees contractors and, where applicable,
the local community These measures are underpinned by strong leadership from sentor management and
operational heads Management systems certified under OHSAS 18 001 are in place in nearly all aspects of

the Group's business units Health policies focus on mmimising nisk through preventive measures and raising
awareness of health issues, medical surveillance and voluntary testing, monitoring and reporting procedures
(including cccasional internal and external audits), and the use of technology to reduce demands on the workforce
Speaific measures include routine examinations for employees and local community members, advice on exercise
and diet and educational programmes for community groups, and on-site chics
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Corporate Social Responsibility continued

For example, Los Pelambres has approximately 2,500 employees and contractors working at altitudes of

3,500 metres down to sea level Consequently, the main effects are exposure to high altitude and the effects
of 1solation from family and social surroundings An integral health systermn has been in place since 2000 and
Los Pelambres has internal polices, regulations, codes of good practice and specific procedures promoting healthy
working conditions These are outlined m its Strategtc Cornerstones, Quality and Risk Policy and Health Guidelines,
which covers all aspects of the production actvities 1n all working conditions

Regular monitoring at Los Pelambres keeps track of health tendencres and allows early warning of occupational
linesses enabling timely treatment or prevention Industrial hygiene monitoning of physical and chemical agents
allows detection and control of conditions capable of causing occupational linesses Other programmes cover
mental health, cardiovascular risk factors, dental health, family health, food and catening, lodging, transportation
and recreational activities Guidelines are provided through varnious methods both written and spoken
Employees can access their own health information at any computer terminal using their personal password,
and statistics are kept on every aspect of health During 2006 the company has continued developing its Quality
of Life at Work pregramme aimed at improving general health Los Pelambres has one of the most efficient
systems in this regard in the mirung industry as confirrmed by internal benchmarking studies

As a specific example, the occupational health and safety committee and labour unions agreed to change shift

times of 12 00 hrs — 24 00 hrs and 00 00 hrs — 12 00 hrs to a new schedute of 09 00 hrs — 21 00 hrs and 21 00
hrs to 09 00 hrs The new shifts times began on 1 December 2005 and after a nine month period of evaluation

of personnel In 2006, significant improvernents were observed in several areas These included improvements

in melatonin hormone levels {associated with quality of sleep and exposure 1o sunlight), improverments in hours
of effective sleep, reductions in accident and incident rates and increases in productivity tevels

At El Tesoro, the existing health plan was extended to Include programmes on healthy eating and physical
fitness Voluntary participation by employees in the health plan increased from 65% 1in 2005 t0 72% n 2006

FCAB runs an occupational health programme with Mutual de Segunidad, and aims for certification of OHSAS
18 001 1n 2007 The company uses erganomic diagnostics to design locomotive cabs to FCAB health and safety
standards The workforce undergoes occupational health examinations and satety audits are carried out
internally and externally

At Aguas de Antofagasta, health monitaring and management 1s mainly focused on operating activities, including
the capturing and piping of water, filtration plants, distnbution systems and sewage collection and treatment
systems During 2006 the occupational health programme focused on two new areas Firstly, there was a
preventive health plan through vaccination against influenza, hepatitis and typhoid Secondly, a programme

was established for employees, contractors and therr families to inform about and prevent solar radsation

Safety

Safety 1s a major prionty given the inherent nsks in the different operations and development projects and the
Group Is committed to providing a safe workplace for its employees and contractors The Group has been
butlding a safety culture base on the following concepts

* ensuring that senior management and operational heads provide leadership and are committed to safety
Health and safety matters are considered monthly at the divisional board meetings,

+ use of management systems, with the majority of the Group’s operations certified under OHSAS 18 001
Standards at each Group operation are expected to exceed national mimimum standards, and safety
programmes have been approved by the Regional Agency for Mining Safety, a public body which establishes
minimum industry standards,
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regular training 1s provided to all employees and contractors to increase their awareness and improve their
behaviour and attitudes toward safe working practices Contractors and sub-contractors are required to follow
specified health and safety standards under terms of thewr contract,

health and safety 1ssues are monitered across the Group by the corporate nisk team through i1ts nsk management
procedures, with nsk assessments carned out regularly Incidents are recorded and followed up, and

» safety committees which meet frequently are in place at each operation to review incidents, consult with
employees, identfy improvements in safety systems and procedures and implement training to prevent
recurrence of incidents At each operation, a safety department 1s responsible for overseeing quality and risk
management systems

The Board 1s committed to a target of zero fatalities Regretiably in 2006 there were four fatalines, compared
with one fatality in 2005 One fatality occurred at Michilla and three fatalites occurred at the FCAB Two of
these fatalities were at Tran Ltda , the road division of the FCAB, as a result of a road traffic accident Key
safety indices for the Group are set out by operation below

Table of safety statistics for 2006 and 2005

Lost Time All
Injury Frequency Rate Injury Frequency Rate

(LTIFFU"’ (AIFR]m Severity Rate'® Number of Fatalities
2006 2005 2006 2005 2006 2005 2006 2005
Chitean mining industry'¥5 3 66 - - 969 818 19 30
Los Pelambres 23 17 75 87 90 112 - -
El Tesoro 22 28 194 151 56 55 - -
Michilla 13 45 127 129 1,732 1,450 1 1
Mining division 20 28 116 115 516 530 1 1
FCAB 153 171 375 533 5,465 529 3 -
Aguas de Antofagasta 91 166 299 230 93 104 - -
Group 49 62 175 196 1,427 505 4 1

mNumber of accidents wath lost time during the year per milion of hours worked

mNumber of accidents wath and without lost wme dunng the year per million ef hours worked

Bhumber of lost days during the year per millkon of hours worked A fatality is calculated as 6 000 fost days

4} 50urce — Servicio Nacional de Geologia y Mineria

As set out on pages 44 and 45, vartous Group companies achieved awards duning 2006 for achievements
in safety

At Los Pelambres, a successful safety record has been achieved through detailed application of policies

at the level of each production unit, and regular updating of these policies to reflect changing situations

Los Pelambres’ safety department has carned out more than 40 workshops with attendance of more than
500 employees In 2007, Los Pelambres will develop an organisation of workers, supervisors and managers
into a self-care commumity Los Pelambres encourages the ongoing participation of employees and grants
awards to those employees who perform exceptionally in the area of safety

Tesoro has increased traiming and maonitoning of health and awareness campaigns and has published a magazine
focused on acaident prevention both in the workplace and at home

Michilla has concentrated on the identification of nisks, nisk evaluation {probability and consequence), application
of tolerance cntena, classification and generation and monitering of controls and therr effectiveness

At present the FCAB has i place a strategic health and safety model and 1s currently implementing a system
based on OHSAS 18 001 with the aim of certification in 2007 The incident systern 1s ntegrated throughout the
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Corporate Social Responsibility continued

company with the use of on-ine communication In the area of rail safety, a derailment system analyses causes
and suggests possible preventative action The quality control system adopted by the company 1s 1ISO 8000/2000
and covers procedures and education for train operating and rafway safety The company has mamtained its safety
standards and has run self-care, personal safety and specific courses attended by members of the workforce
FCAB runs Supervisor Specific Action Plans {PAES), safety mspection programmes and regularly holds executive
committee meetings to examine safety During 2006, the number of derailments reduced by 26% compared with
2005 It also ran supervisor specific action plans (PAES), safety inspection programmes, self-care and personal
safety courses and programmes specific to derallments and train workers

Environment

The Group recognises that extractive industries have the potential to adversely atfect the environment both in
terms of impact on natural global ecosystems (including chmate change and ozone depletion} and stewardship of
natural resources Where possible, the Group seeks to prevent, mimimise or remedy the effect of its operations
on the environment Accordingly, the Board I1s determined to promote good erwironmental performance through
effective water management, energy consumption, improving arr quality, waste minimisation and land stewardship
It 15 committed 1o the efficient use of resources and recognises Its responsibility for the use of its products

Group environmental policy takes account of government legislation, local, national and internaticnal regulations,
customners and suppliers The Group’s business units have developed policies to assess and manage thew specific
environmental nisks throughout all stages of an operation, including acquisition, exploration, development, operation
and closure These policies take into account economic, technical, emvironmental and social factors and the
Group seeks support from communities, governments, customers and suppliers for it actions

The legal basis for environmental regulation in Chute 1s set out in Chilean Law 19 300 (the Envirenmental Basis Law)
This provides that, before commencing certain projects or activities that are capable of causing environmental
impact, the project owner must apply for permission under the Chilean Environmental Impact Evaluation System
This 15 an exhaustive assessment process managed by the National Environmental Commission {(CONAMA)
Under this procedure, all government agencies with environmental jurisdiction evatuate whether to grant
pertinent departmental rulings, licences and perrmits for a proposed project

The Environmental impact Evaluation System includes a public participation process intended to ensure that
comments by the interested general public are considered in the evaluation of projects The public consultation
period must be completed by the deadline set by law, which 1s sixty days from the last legal advertisement
published with a summary of the envircnmental impact assessment submitted by the project owner

Monitoring

As set out In the table on page 42, environmental management systems
covering nearly all processes in the Group’s cperations are certified or
being certified under SO 14 001 enwronmental management systems
These include several aspects of environmental control, including
environment management, air quality control, emissions, hazardous
matenals and contarmnation control, noise and vibration control,
non-minerals and minerals waste management, land use and stewardship,
water use and quality control Where ISO 14 001 standards have not yet
been applied, management systems are based on at least national and
regional standards

To ensure water qualty Los Pelambres
monitors B7 surface water points
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At Los Pelambres, for example, monitonng reports are submitted peniodically to CONAMA as well as other
stakeholders Monitoning programmes assess the effect of operations and development activities on identified
environmental factars, compliance with applicable environmental standards, verification of the effectiveness of
preventative measures and measurement of unforeseen effects Since 2006, this information has been
pubhished on Los Pelambres’ website

At Aguas de Antofagasta, quality of drinking water 1s monitored by the regional health authorities, the Regional
Ministry of Health and the Supernntendency of Sanitary Services (5155) Regular reports on water quality
extracted at source and at final punfication stage are subrmitted in order to comply with current regulations

Energy consumption

The Group aims to conserve energy at all stages of production throughout all its operations It does this through
use of energy efficient machinery and practices, the development of new technelogy and by supporting energy
conservation projects Energy usage is also monitored through internal and occasionally external audits At Los
Pelambres, the control of power demand 1s managed by strict monitoning and control while the use of internally
generated power was part of the orniginal project design The company I1s able to use the potential energy
sourced from the difference in elevation between the mine site and the concentrator plant — a difference in
height of some 1,600 metres The conveyor belt system between the two elevations generates energy amounting
to 16% of the power used by Los Pelambres The system I1s eco-efficient and has saved the company more than
USS$5 mithon since 2000 These efforts enabled Los Pelambres to be awarded with the National Prize for Power
Efficiency in 2005

At Aguas de Antofagasta water sources are located in the Andes, while most consumption points are at lower
alutude or coastal levels Accordingly, energy can be obtained through gravitation and this rmunimises the impact
of energy usage on the environment

Water

Water avallability, consumption and risk of contamination are the important 1ssues i the Group's operations
Business units aim to reduce water consumption and recycle and re-use water where possible, to preserve its
availabiity for both 1ts operations and other users in the long term

At Los Pelambres water management systems allow the recirculation of up to 86% of all processed water Los
Pelambres will participate in the adrministration of a recently built rngation dam in the Choapa Basin This dam
will allow for the accumulation of water during the winter when there 1s little demand by the agrcultural sector,
and release water for consumption in the following season The new Mauro talings dam currently under
construction will segregate natural flows for the tallings basin ensuning the

quahty and flow of water downstream This tailings facility will recirculate
processed water to the concentrator plant, located more than 45 kilometres
away Losses resulting from evaporation have been reduced by enclosing
newly flooded areas of the tailings impoundment basin Los Pelambres
uses less water than comparable mines and expects to take less than 30%
of its requirements from the surrounding area Regular meetings are held
with vanious authorities including the Chilean Water Authority, the
Agricultural and Range Service, the irngation Canal Association and the
Health Service which audit the operations on a continuing basis

Only 14% of Los Pelambres water
needs ara supphed from fresh water
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Michilla has a system whereby 1t pumps seawater to 1ts mine, where i1t 1s treated in a desalination plant and
used in the SX-EW cathode production process Waste water 1s cleaned and used to irmgate vegetation within
the site Similarly, the Esperanza project 1s considerng the use of sea water for its concentrator plant as part of
its feasibiity study

El Tesoro gets water from the deep wells in an aquifer located 70 km from the mine site and usage 1s constantly
monttored by the local authorities The water from this aquifer 1s shared with other mining companies and
farmers with whom the company has regular meetings Each process in the operation has a measurning system
for controling water usage During 2005 a reagent was incorporated to improve the quality of water used and to
reduce ar pollution Fresh water 1s used to replace the water lost by evaporation in the storage pools and water
absorbed In the leaching process Recycled industrial water 1s used to water the gardens and green spaces
around the offices and accommodation areas at the mine As explained on page 45, the Antofagasta Association
of Industrialists gave the Environmental Management Award to Minera El Tesoro for their environmenta!l work
reflected by therr specific water consumption rate measured in litres per tonnes of ore treated

Aguas de Antofagasta extracts part of its water from niver sources in the Andes, and supplements this with a
desalination facility at the city of Antofagasta Over 80% of its water volumes supply domestic customers and
small businesses in the population centres In Chile’s Il Region The water purification process aims to achieve high
rates of availability at the various stages Water discarded from various stages of the purification process is
recovered and reintroduced by means of dacanting tanks, thickeners, centrifuging and pumping water back nto
the plant’s reception tank |n 2007, Aguas de Antofagasta together with other stakeholders will form the Rio Loa
Vigllance Commuttee which will manage efficient use and management of water sourced from this river

Waste

The Group's activities generate mineral and non-minerat waste Mineral waste includes mined rock with no
econormic value, tailings from the concentrator plant and leached residue from the heap leach operations These
matenals are disposed of in designated waste dumps or tailings dams for which environmental approval has
been obtaned Non-mineral waste includes matenals that support mining and process:ng such as tyres and olls
These matenals are managed where possible through re-use, recycling and storage

At Los Pelambres, environmental guidelines use a preventive approach and seek to minimise disturbance of
surroundings, pollution, the use of resources, and the generation of waste There 1s an industrial waste management
programme, including categansation of hazardous waste in accordance with current standards and directives

For example, industrial wastes are recycled where possible or sorted and sold as scrap Organic wastes from the
dining halls are processed at a composting facility for use in the forestation of tallings deposits Regular contact 1s
maintained with local authonties, the Health Service and the National Environmental Commussion {CONAMA) and
audits of waste management are conducted on an ongoing basis For example, during 2006 Los Pelambres
submitted a waste management plan to local authonties, focusing on lubricating ofls {an ingredient in the preparation
of explosives), the sorting and segregation of waste, spill prevention and the cleaning of heavy equipment

El Tesoro generates bulk mining waste extracted from the open pit and treated heap-leached piles Each
process has targets to reduce waste generation In 2005 a new legal requirement for dangerous residues
required construction of new nstallations to house hazardous residues There 1s a project amed at recycling
domestic waste and wood All waste disposal 1s monitored by the local authonties

Michulla 1s similar to El Tesoro and also has a waste management system This has been adapted for the new
legal regulations which have come into force principally in the area of dangerous waste All solid non-dangerous
waste 15 recycled and sent to the chernical industry, dangerous liquid waste 1s recycled and sent to the cement
industry for use in ovens, non-dangerous liquid waste such as sewage Is treated and subsequently used as
irngation water in agricultural areas Dangerous sohd waste 1s removed and recycled
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At Aguas de Antofagasta, waste disposal considerations anse from both the punfication process to provide potable
water and the eventual treatment and disposal of sewage from customers The water purificatton process generates
waste which could have an impact on the environment This waste matenial contains arsenic which exists naturally
in all water sources and 15 removed in order to supply potable water to the public This waste matenal 1s disposed of
1 a secure landfil site which complies with all regulatory requirements for this type of installation In 2006 Aguas de
Antofagasta engaged in a biotechnology project with Antofagasta University investigating possible reductions in the
volume of sludge produced in the purification process Sewage 1s subjected to a preliminary treatment, wherein the
removal of solids, heavy materal, faecal matenal, sand {fine solids) and oils and fats takes place so that it may be
discharged safely into the sea via submanne pipes beyond a coastal protection area established by current
regulations The solid waste generated from these processes 1s treated with kme prior to final disposal and pumped
1o authonsed dumps in accordance with the requirements established by the relevant health authonty

Land Stewardship and Biodiversity

In all its operations and projects, the Group aims to maintain existing ecosystems, biodiversity and habitat it ams
to be a goed neighbour and wherever possible ensure continuing community access to land The Group appreciates
the importance of mimimusing disturbance to land and the rehabilitation of disturbed land All mirung operations
have formal closure plans which seek to rehabilitate and restore land so 1t can have future use In dealing with
biodiversity 1ssues, the Group seeks to take into account the mterests and concerns of different groups
including traditional landowners, local communities and non-governmental organisations

Los Pelambres has more than 25,000 hectares of protected areas At Los Vilos, these include the Laguna
Conchall Wetlands, a nature sanctuary, the Monte Aranda property and Quebrada de Llau Llau At Salamanca,
these include Quebrada de Talca, Alto Manque, Alto Piuguenes, Cerro Amenllo and Laguna El Pelade Within
these areas there are protected species of trees and other wild Iife The trees include Quillay (Quillaja saponaria),
Espino {Acacia caven), Huingan (Schinus polygamus), Chacay {Discana sp ) and Canelo {Drymis winter) Wild ife
includes the guanaco {Lama guanicoe} and several species of birds such as Cuervo del Pantano (Plegadis chi),
and Cisne coscoroba {Coscoroba coscorcha) Los Pelambres 1s also conserving one nature sanctuary in the

Laguna Conchali 1s protecied
by Las Pelambres and has
been declared a Ramsar
Convention site
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Laguna Conchali Wetlands at Los Vilos {a Ramsar Convention site) and it has requested the status of sanctuary
be granted to the Monte Aranda property and Quebrada de Uau Llau at Los Vilos, together with an area of the
cordillera to the south of Salamanca (Laguna El Pelado} Forestry management plans protect the species referred
to above while populations of guanacos have been tracked by satellite imagery and radho tracing to ascertain
numbers, habits and customs, and birds are being monitored at the Laguna Conchalf Wetlands

Since 1997, Los Pelambres has allowed livestock herders from the Choapa Valley the use of land in the high
Southern cordiflera This activity was conceved within the framework of the Los Pelambres good neighbour
policy, to make available grazing land for hvestock which 1s often in short supply during the Southern
hemisphere summer The latest season, which began in December 2005 and ended in April 2006, benefited
13,000 animals and 40 herders in the area

Los Pelambres has for a number of years developed under permit the Laguna Conchall Wetlands as a nature
sanctuary This s an area in the vicinity of the Punta Chungo port with a complex ecosystem with many variations
in biological diversity, forest structure, and endangered species This area had previously been exploited by the
local population in an unsustamable way for several years As part of its development, Los Pelambres has
undertaken basic research tnto the wetlands, consulted extensively with focal people about ther concerns,
established a conservation zone with local stakeholders and bullt an education centre

During 2006 Los Pelambres contnued its Biodiversity Monitoring Plan Three guanaco monitoring campaigns
were carried out featuring population census, and behavioural and reproduction studies In additton, tracking by
satellite telemetry (on a permanent basis) and radio transmitters (on an occasional basis) were carned out to
enable knowledge to be gained regarding movement patterns and home ranges of the population Other
monitornng campaigns undertaken in 2006 included

» study of the Manque and Pluquenes valleys from 2005 to study subsistence of the guanaco population,
* bird monitonng campaigns in Laguna Conchall and the Mangque and Piuguenes valleys,
« flora and vegetation monstoring campaigns at Laguna El Pelao, Monte Aranda and Quebrada de Llau-Liau,

» three ichthytc fauna and terrestrial fauna monitonng campaigns carried out n connection with the construction
and eventua! operation of the Mauro tallings dam, and

* two fish monitoring programmes

Duning the year a proposal was subrmitted to the health authorities of the IV Region for the development of a pilot
compost plant This initiative 15 within the framework of Los Pelambres’ quality and nsk management policies

In the desert areas surrounding the El Tesoro and Michilla mine sites there s virtually no vegetation or wild life

Ermissions
The Group seeks to reduce arr emissions and ensure good air quality in and around 1ts operations and projects

At Los Pelambres, several mitiatives for dust control are used to counter dust emissions which come prnimarnily
from the sands dam of the tailings pond, roads and the crushed ore stockpiles Wind screens have been erected
at the taihings dam, while stockpiles, the talings dam and roads are regularly sprinkled with water Tests are
under way for an additive to encapsulate dust paruicles while spraying and also on an automatic truck sprayer

in the mine area Dust particles of less than 10 microns are being monitored

Every effort 1s made to minimise dust emissions at the port and the concentrate stockpile and belt conveyor
system are subjected to negative pressure condittons The loading of concentrates 1s dene by extendible chutes
and includes emission collection systems Close contacts are maintained with the authonties and audits are
conducted on a continuing hasis
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Emissions of dust from mining operations and gas from the leaching process at El Tesoro are controlled by the
Environmental Management System so as to reduce emussions into the atmospheare The control of dust has
been improved by using reagents in water Contimuous dust monstoring 1$ carmed out at the mine camp and
neighbouring town of Sierra Gorda

Aguas de Antofagasta adopts measures to control and monitor the different emissions generated by its activities
The sewage pre-treatment process Is de-odorised and monitored Particle emissions from construction processes
such as the network replacement and butlding of tanks are controlled through use of water sprinklers, while
noise levels are minimised through reducing vehicle speeds and net fencing around works External ighting has
been recently replaced on all buifdings to hrmit chisturbance in accordance with current standards 1ssued by the
Superintendency of Electricity and Fuel

Los Pelambres has educated

Commun|ty Relations 5000 chiidren in road safsty
The Group recognises that its operations have a social and environmental impact
on neighbouring communities and regions It aims to protect the areas around I1ts
operational sites and contnbute to local economies Programmes have been set

up with a view to establishing relationships within the community through
mutual collaboration, transparency in Group activities including the community’s
nght to know and involvement in local 1Issues A long term approach means that !
relationships are established prior to the commencement of projects with a view
to development over the project Hife

Enquines and complatnts from local communities and local authorities are
recorded and considered The Group also airmns to contribute In the areas of
education, enterprise, job creation, arts, health, sport, recreational activity and
general 1ssues facing the local commumnties It assists in reglonal development
and training, employment ang small business opporturities The Group supports
community based projects that can make a difference in a sustainable way
without creating dependency It also seeks to employ local people and
bustnesses to ensure a transfer of benefit and opportunity to loca! stakeholders
Aguas de Antofegasia’s ' Culture for Life in the Desert Programme” mascot

"Vizcacha” has met 128 000 students, teaching them to be proud to live l
the driest desert in the world and to take care of therr lives and crties
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Los Pelambres has developed a community relatons management system to identify, analyse and resolve community
related 1ssues There are programmes for communicating with key stakeholders and assessing performance through
opinion polls and procedures to deal with enquines from the communities, media and loca! authorties Dunng 20086,
activities included the building, design and inauguration of the “Andronico Luksic Abaroa” Centre for Mining of
Copper and Sustainable Development The centre 1s located near the Punta Chungo port and the Laguna Conchall
Wetlands, and since 1ts inauguration in QOctober 2006 it has had nearly 3,000 wisitors in the first two months

It 1s the first permanent centre dealing with these 1ssues In the South Amenican continent

A training programme was developed to enable 1,200 people from the Choapa valley to be trained on

safety and the environment between 2002 and 2005, with 360 people trained on specific construction trades
The operation has encouraged contractor companies to employ local labour The results have been successful
and the majonty of the labour force participating in the construction of the Maure tailings dam project are from
local areas including the Choapa Valtey

The Minera Los Pelambres Foundation was created as an independent entity to establish programmes to
encourage sustamnable development in the region over a long-term penod The 2003-2006 Development Plan
provided for a total iInvestment of US$3 millon The areas covered include water, local production, education,
agncultural scholarships, “Together We Can Grow More ' programmes, environmental education and
certification of schools, road and highway safety, development of loca!l suppliers and irngation Other
programmes support local fishing communities by granting awards, scholarships and also help in teaching
methods for schools The Foundation i1s always looking to provide incentives and encourage local business

Specific projects funded by the Foundation include

* projects relating to irmgation - 1n 2005 a rotational fund was set up for the use of farmers for irngation
To date 40 hectares of land have been rnigated and semiunars and workshops in design and planning have
been organised,

« projects In the agricultural sector — in partnership with the Government, 240 farmers have been supported,
enabling the planting of 251 hectares of fruit trees The aim 1s to support up to 750 hectares of fand In addition,
support has been provided 1o 70 families received support to help establish modern agricultural metheds,

projects in the fishung industry — a work programme at
Los Vilos has assisted 300 fishermen,

projects to fund small businesses - over two years,

25 projects tallored for small business were supported
through financial support and managenal tramng A fund
supporting small businesses has provided assistance to
282 projects,

¢ dunng 2008, the Foundation collaborated in the
implementation of a free Wi-Fi system for the inhabitants
of Salamanca to support education and [ocal development
This has made Salamanca one of the first towns in Latin
Amenca to have free wireless access, and

also durning 2006, the Foundation supported an exhibition
of 100 years of Plastic Chilean Art In the Museum of
Contemporary Art in Santiago, with participation by

students from the Choapa valley Salamanca Is the first Laun Amencan ity
to have community-wade Wi-Fi due to the
Minera Los Pelambres Foundation
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At El Tesoro efforts dunng 2006 have been focused on
education and training young people for employment

A “neighbours team” was established with the community
and two other mining companies n the region

Michilla has a close relationship with Caleta de Michilla, a
community totally dependent on the local artisanal fishing
industry The company provides drinking water, electricity
and runs an emergency service for households It has
provided internet access and cormputers for a local primary
school of 24 children and study tips have been organised to
Congress, museums, and the zoo 1n Santiago By virtue of
a programme aimed at improving the area, rubbish 1s no
longer dumped on local roads During 2005, seminars
were given to local people to improve safety in the home
The company has formed close relationships with the
communities from Mejllones and Antofagasta and regularly
participates in exhubitions and other events

In 2004 the FCAB ran programmes for the local
communities on basic computer skills and basic hiteracy
for employees and therr families The Cyber Train Project
began in August 2005 involving a total of 1,055 people
This project is organised and funded by the Andrénico
Luksic Abaroa Foundation in conjunction with the FCAB
The project contributes to the development and culiure
of vulnerable areas of the Antofagasta community, and
Is designed to improve opportunities for disadvantaged
communities The Cyber Train has modified passenger
coaches dating from the 1900s and equipped these with
networked computer equipment and broadband to provide
a wirtual hbrary and cultural centre Technical support and
supervisory help 1s on hand and being mobile, the Cyber
Tramn 1s able 10 reach the wider community [t has three
modules

Small business developmems are funded
by the Minera Los Pelambres Faundation

Los Pelambres’ work with the community has
focused heavity on environmental education

¢ electronic literacy — basic trairung in surfing the internet, using email, chat rooms and word processors,

* reading development — designed t0 motivate electronic and traditional reading and use of Library faciities, and

* cultural development which encourages people to surf the net and visit virtual museums and works of art

FCAB was the first company in the Antofagasta region to obtain the Digital Literacy Hallmark for this project
granted by the Chitean National Training and Employment Service (SENCE) During 2006 the target to increase
the contnbution made by the Cyber Train was met with 5,967 people using the Cyber train that year in 2007
the Cyber Train Project will expand to reach a wider audience In neighbouring towns

The FCAB has also equipped the Secondary School in Mejiliones with computers and awarded grants for

students to attend university
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The FCAB sponsored and supported the development of cultural and artistic activities during 2006 Cultural
programmes include the sponsorship of a book faw, cinema festival, concerts and theatre plays Sporting
activities were organised for the local community and children of the FCAB workers In 2007, the FCAB will
open its hentage museum to the local community

Aguas de Antofagasta has an education programme “Culture for Life in the Desert” which i1s designed to educate
the local community on health 1ssues Open meetings with employees and therr families, residents and local
authorities have taken place and seminars directed at professionals have been organised in order to share
mformation and in particular communicate inforrnation on arsenic levels which are within World Health Orgarusation
standards Aguas de Antofagasta ams to expand the information programme to the five cities which 1t serves

Human Resources

The Group aims to develop and maintain a motivated fabour force committed to achieving a high standard of
performance In all of the Group operations the hurnan resource systems and procedures, which promote and
encourage harmonious management of employment relations, are constantly under review The Group operates
within the employment legislation existing in Chile The Group subscribes to an integrated system of policies,
principles, regulations, procedures and work practices that ensures that the corporate strategy 1S communicated
to all Group companies

Human resource management for the Group 1akes into account the business life cycle, environmental factors,
socio-economic and political factors as well as the expectations of the employees The human resource function
seeks to apply best management practices for the varying situations each company faces taking Into account
medium and long-term factors The human resource function at the corporate centre, AMSA, encourages each
company te develop policies, guidelines and management procedures suitable to the needs of the particular
company but in line with the overall corporate vison outlined in AMSA's manual of general management policies
for human resources Each year, reviews are carried out to identify external 1ssues legal, union activities,
compensation 1ssues and the sociopolitical environment This review, looking 36 months ahead, idenufies
challenges facing each company and an actton plan formulated by senior management 1s updated monthly The
Group uses a central intranet to communicate to the workforce In 2006, the Group employed an average of
3,139 employees An analysis by company s provided in Note 7{a) to the financial statements

The Group offers competitive remuneration packages in order to secure good quality employees as competition
for Iabour 1s Intense in Chile at this time All the Group’s operations seek to encourage their employees 1o
achieve & hugh level of performance Salary increases are linked to productivity at Los Pelambres A monthly
survey 15 conducted within the Group to evaluate requirements in the mining industry in order io be aware of
the state of the recruitment market The Group's pohicy seeks to recruit potential employees frorm universiies,
technical colleges and from educational bodies in communities local to its operations Group aggregatie
remuneration I1s set out in Note 7(b) to the financial statements

Career development and training

Training programmes keep employees up to date in thewr knowledge, competence, skills and abihttes Courses
are run for employees, contractors and sub-contractors in rnisk prevention, environmental protection, quality and
occupational health, technology, business culture and management philosophy Professional and vocational
trairuing 1n relevant areas Is also encouraged Training programmes are developed with input from employees
and third parties The Group encourages career development and offers employees new opportunities through
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internal recruitment processes and internal certification of abiities to encourage promotion 1o a higher level and
better salary A leadership development scheme called DREAM 1s available for senior executives

Sub-contractors

The policy cuthring working retationships with thurd parties and sub-contractors s contained in a Group policy

manual Sub-contractors are subject to the same oblgations as employees and have the same responsibilities

Contractors’ personnel are encouraged to adopt the best praciices recommended by the Group’s human

resources management Michilla runs a programme m conjunction with government agencies (such as

Corporacion de Formento de la Produccion) to develop and train local contractors It also assists i certification !
programmes such as IS0Os Last year the operation conducted a training programme to promaote policies and
create synerges between contractors

Trade unions

There are ten labour unions representing employees within the Group, four at FCAB, one at Michilla,

one at El Tesoro, two at Los Pelambres and two at Aguas de Antofagasta All five operations have collective
employment agreements which set out terms and conditions of employment and salary levels

The Group uses a model for managmg its refationship with trade unions which is regularly reviewed
A monthly survey summarises alt aspects which have anisen in the previous month
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Report of the Directors

The Directors present therr Annual Report, together with the audited financial statements for the year ended
31 December 2006

Principal Group Activities
The principal activities of the Group are copper mining, the transportation of freight by rail and road and the
distribution of water These activities are mainly based in Chile

The Company’s principal activity 1s to act as a holding company Group operations are carried out through
subsichanes and associates The principal subsidianes and associates that make up the Group are set out in
Notes 15 and 16 to the financial statements One subsidiary, the Antofagasta Railway Company plc, has a
branch in Chile (known as the FCAB) which provides rail freight services

Business Review
Under section 234Z7B of the Companies Act 1985, the Company 1s required to provide an enhanced business
review contamning the following components

+ a farr review of the business of the Company, and
+ a descnption of the principal risks and uncertainties facing the Group

The enhanced business review Is a balanced and comprehensive analysis of the development and performance
of the business of the Company during the year and its position at the year end The review includes an analysis
using financial and non-financial key performance indicators to the extent that these are necessary for an
understanding of the development, performance and position of the Group Where appropriate, the Annual
Report uses other performance indicators, including information relating to employees, health and safety and
the environment The review, where appropriate, includes references to, and explanations of, amounts included
in the annual accounts

The requirements of the enhanced business review are fulfiled in the disclosures contained within the Charrman’s
Review on pages 6 to 21, the Financial Review on pages 22 to 37, the Corporate Social Responsibility report on
pages 38 to 57 and the Corporate Governance report on pages 62 to 69 A summary of the key performance
indicators considered most relevant to the Group 1s included within the Financial Review on page 22 A description
of the principal nsks and uncertainties facing the Group 1s included watbun the Financial Review on pages 35 and 36

A descnption of the financial nsk management cbjectives and policies of the Group, together with the principal
risks to which the Group 1s exposed, 1s contamed in the Financtal Review on page 35 and in Note 21{a) to the
financial statements

Details of significant events since the bafance sheet date, which compnse the agreement te sell the Group’s
interest in Cordillera de Las Minas S A, are given In Note 36 to the financral statements

Value of Land

Land included within property, plant and equipment 1s mainly held in the financtal statements at cost It 1s not
practicable to estimate the value of such land and minerals nghts, since these pnncipally depend on product
prices over the long-term and will vary with market conditions

Land included in investment properties relates to forestry properties which the Group maintains but does not
use 1n any of s existing operations The land 1s held for long-term real estate development and recreational
potential and 1s held i the financial statements at cost The farr value of such land 15 disclosed in Note 14 to
the financial statements
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Results and Dividends
The consolidated profit before tax has increased from US$1,536 3 million in 2005 to US$2,859 0 million in 2006

The Board has recommended a final dividend of US 43 O cents {2005 - US 18 8 cents) per ordinary share
payable on 14 June 2007 to shareholders on the Register at the close of business on 11 May 2007 The final
dwvidend comprises an ordinary dvdend of US 5 0 cents {2005 - US 4 8 cents) and a special dvidend of US 380
cents {2005 — US 14 0 cents}) An intenm dividend of US 5 2 cents was paid on 12 Qctober 2006, which
comprised an crdinary dividend of US 3 2 cents {2005 - US 3 2 cents) and a special dwvidend of US 2 0 cents
{2005 - nil) This gives total dvidends per share proposed in relation to 2006 of US 48 2 cents (2005 - US 22 0
cents), including the special dwvidend The total cost of dwvidends to ordinary shareholders (including specral
dividends) proposed in relation to 2006 will be US$475 2 million, compared with US$216 9 mullion in 2005 For the
purpose of this paragraph, comparative dividend per share figures have been adjusted for the effect of the
4-for-1 bonus issue by the Company on 19 June 2006

Ordinary dividends are declared in US dollars but may be paid in erther US dollars or sterling Shareholders on the
register of members with an address n the United Kingdom recewe dividend payments in sterling, unless they
elect to be paid in US dollars All other shareholders are paid by cheque in dollars, unless they have previously
mstructed the Company s registrar to pay dividends by bank transfer to a sterling bank account, or they elect for
payment by cheque In sterling If a shareholder wishes to change the currency in which it currently receives its
dwvidends (1 e to US dollars or sterling), the Company's registrar must receive any such currency election before
the record date of 11 May 2007 The exchange rate to be applied to dividends to be paid in sterling will be set on
15 May 2007 The exchange rate applied to the conversion of the intenm dwdend was £1 = US$1 8993, giving
those shareholders who were paid in sterling an interim dividend of 2 7379 pence per ordinary share

Preference shares carry the nght to a fixed cumulative dividend of 5 per cent per annum The preference shares
are classified within borrowings, and preference dividends are included within finance costs The total cost of
dividends paid on preference shares and recognised as an expense in the income statement was US$0 2 mullion
{2005 — USS0 2 milon)

Directors
The Directors who served during the year are set out on page 2 No Director has a service contract with
the Company which cannot be terminated within 12 months

Biographical details of those Directors seeking re-election are set out below The reasons why the Board
considers that these Directors should be reelected are set out in the Corporate Governance statement on
pages 63 to 65 and in particular in the sections headed “Performance Evaluation” and "Re-election”

Mr W M Hayes was appointed a Non-Executive Director on 29 September 2006 He was previously a senior
executive with Placer Dome Inc from 1988 to 2006 He was Executive Vice President of Project Development
and Corporate Relations from 2004 to 2006, where he had responsibility for a range of capital projects in North
America, Latin Amenca and Afnica Previously, he was Executive Vice President of Placer Dome Inc for United
States and Latin America from 2000 Mr Hayes 1s a former president of the Consejo Minero, an industry body
representing the 17 largest international mining companies operating in Chule Mr Hayes 1s aged 62

Mr D E Yarur was appointed a Non-Executive Director in 2004 Mr Yarur s a director of several Chilean
companes including Banco de Crédito e Inversiones S A, Sociedad Quimica y Minera S A and AES Gener S A
He 15 also a quahfied accountant Mr D E Yarur is aged 51

Mr G S Menendez was appointed a Non-Executive Director in 1985 He 1s a director of Quienco S A, Banco de
Chile and Banco Latincamericano de Exportaciones (BLADEX) Mr Menendez 1s aged 58

Mr C H Bailey was appointed a Director in 1987 and 15 the Senior Independent Non-Executive Director
Mr Bailey 1s a Chartered Accountant, and a director of General Onental Investment Limited, RIT Capital Partners
plc and Atnum Underwriting plc Mr Bailey will be aged 73 at the date of the Annual General Meeting
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Report of the Directors continued

Biographical details of the other Directors are given below

Mr J-P Luksic 1s Chairman He was appointed a Director in 1990 and Deputy Chairman in 2000 He was also
Chiet Executive Officer of Antofagasta Minerals S A until his appointment as Chairman of the Group v 2004
He 1s a non-executive director of Quifienco S A and Madeco S A Mr J-P Luksic will be aged 43 at the date

of the Annual General Meeting

Mr R F Jara was appointed a Non-Executive Director 1n 2003 He is a lawyer and a director of severa!l industrial
comparwes Mr Jara will be aged 54 at the date of the Annual General Meeting

Mr G A Luksic was appointed a Non-Executive Director in 2005 Mr Luksic is a director of Banco de Chile and
chairman of Quifienco S A, Compafia Cervecenas Unidas S A and Madeco S A Mr G A Luksic 1s aged 51

Mr J W Ambrus was appointed a Non-Executive Director in 2005 Mr Ambrus 15 an internationally renowned
geologist He obtained a PhD in geological scrences from the University of Satamanca in Spain Mr Ambrus 1s
aged 63

Mr J G Claro was appointed as a Non-Executive Director in 2005 He holds several board positions in Chile,
and 1s currently chairman of Empresas EMEL $ A, Embotelladora Andina S A and the Consejo Binacional de
Negocios Chile-China {Counci! for Bilateral Business Chile-China} He Is a former Chairman of the Sociedad de
Fomento Fabril {Chilean Saociety of Industrialists) and the Confederacién de la Produccion y del Comercio
{Confederation of Chilean Business) Mr Claro 1s aged 56

Directors’ Interests
The interests of the persons (iIncluding the interests of ther famikes) who were Directors at the end of the year,
in the preference and ordinary share capital of the Company are shown on page 71

Substantial Shareholdings
Until 18 January 2007, persons with substantial interests in the 1ssued share capital of the Company were

required to notiy the Cormpany of such interests under sections 198 to 208 of the Companies Act 1985 As at
19 January 2007, the Company had been made aware of the following substantial interests in the 1ssued share
capital of the Company

Ordinary Preference

share capital share capital

% %

Metalinvest Establishment 5072 94 12
Kupferberg Establishment 993 -
Aureberg Establishment 426 -
Barclays PLC 389 -

On 20 January 2007 the Compamies Act 1985 provisions in respect of substantial interests were repealed and
the Disclosure and Transparency Rules of the Financial Services Authority came into force As at the date of this
report, the Company has been made aware under Disclosure and Transparency Rule 5 of the following holdings
of voting nghts exceeding the 3% nouficaton thresheld

Ordinary Preference Total

share capital share capital share capital

% % %

Metalinvest Establishment 5072 8412 5804
Kupferberg Estabishmant 293 - 826
Aureberg Establishment 426 - 354

Metalnvest Estabhishment and Kupferberg Establishment are both controlled by the E Abaroa Foundation, in
which members of the Luksic family are interested As explained on page 129, Metalinvest Establishment i1s
the immedtate parent company of the Group and the E Abaroa Foundation 1s the ultimate parent company
Aureberg Establishment)s controlled by Mr J-P Luksic, the Chairman of the Company
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Donations
The Group made chantable donations in the United Kingdom of US892,479 during the year ended 31 December
2006 {2005 - US$51,863) These donations principally related to educational studies with a focus on Chile

Suppher Payment Policy and Creditor Days

The Company acts as a holding company and does not trade in the United Kingdom or elsewhere Creditor

days for the Group have been calculated at 33 days (2005 - 23 days) Each operating company 1s responsible for
agreeing terms of payment with each of ther suppliers 1t 1s Group policy that payments to supphers are made
In accordance with terms agreed

Envirocnment

The Group seeks to ensure that its operations and products cause mimmal harm to the environment Care 1s
taken to imit discharges of environmentally harmful substances and to dispose of waste material in a safe
manner Contingency arrangements and plans exist to reduce the nsk of and it the effect of any accidental
spillage The Group's policy 1s that all its operations should comply fully with or exceed applicable Chilean
regulations Further information regarding the Group’s environmental performance and activities ts given in
the Corporate Social Responsibility Report on pages 38 to 57

Auditors
In the case of each of the persons who is a Director at the date of approval of this Annual Regort

* 350 far as he 1s aware, there 15 no relevant audit information of which the Company's auditors are unaware, and

= he has taken all steps that he ought to have taken as a Director in order to make himself aware of any
refevant audit information and to establish that the Company's auditors are aware of that information

For these purposes, “relevant audit information” means information needed by the Company’s auditors in
connection with preparing their report

This statement 1s made and should be interpreted in accordance with the provisions of s2347ZA of the
Comparies Act 1985

A resolution to re-appoint Deloitte & Touche LLP as the Company’s auditor will be proposed at the forthcoming
Annual General Meeting

Annual General Meeting

The Annual General Meeting of the Company will be held at 1030 a m on 13 June 2007 at Canring House,

2 Belgrave Square, London SW1 The Notice of the Meeting, together with an explanation of the business to be
dealt with at the Meeting, 1s included in a separate document sent to shareholders with this Annual Report

By QOrder of the Board

Kw__—-—‘-—’

For and on behalf of

Petershill Secretaries Limited
Company Secretary

5 Apri 2007
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Corporate Governance

Introduction

Antofagasta plc has an uncommon ownership structure for a company listed on the London Stock Exchange
The E Abaroa Foundation, an entity in which members of the Luksic family are interested, controls 60 65% of
the ordinary share capital and 94 12% of the preference share capital of the Company through two investment
vehicles, Metalinvest Establishment and Kupferberg Establishment Aureberg Establishment, which is controlled
by Antofagasta’s Chairman, Mr J-P Luksic, holds 4 26% of the ordinary share capital of the Company

A Relationship Agreement was entered into between the Company and the major shargholder in 1998 which
requires, inter alia, transactions between any member of the Group and the major shareholder to be at arm'’s
length terms and on terms approved by the independent Directors While incorporated in the United Kingdom
and listed on the London Stock Exchange, the Group's businesses, which compnise mining, transport and water
distnbution, are nearly all located in Chile, the largest copperproducing country in the world

Antofagasta’s Board 1s committed to managing the operations of the Group with a view to maximising value
for all shareholders The Board currently has nine members, comprising an Executive Chairman and eight
Non-Executive Directors Two of the nine Directors {including the Chairman) are members of the Luksic family
Seven of the Directors, including the Chairman, are based in Chile, where the Group's operations are principally
located, one Director Is based in the United Kingdom, where the Company 15 incorporated and listed on the
London Stock Exchange, and one Director 1s based in the United States

The day-today operations of the Group are carned on through the boards of each dvision of the Group,
Antofagasta Minerals S A (mining), Antofagasta Railway Company plc (FCAB - railway and other transport
services) and Aguas de Antofagasta S A (water distribution} Each division 1s headed by a chief executive officer
who reports te his divisional board and the Chairman of the Group The Antofagasta Board oversees these
divisional boards and provides strategic direction

In its consideration of Corporate Governance matters, the Board 1s mindful of the principles set out In the
Combined Code on Corporate Gavernance issued by the Financial Reporting Council in July 2003 {the “Combined
Code”) However, given the ownership structure and asset base of the Group, the Board believes that full
adherence to the Combined Code 1s not practicable Nevertheless, the Board considers that its structure and
balance {as set out in more detall below under the heading “Directors”) provide an appropriate basis for
ensuning Its effectiveness and the protection of the interests of all shareholders in the Company

The Board describes below how 1t applied the corporate governance principles contained in the Combined Code
during 2006 Two areas where the Company did not comply with the detailled Combined Code provisions are set
out at the end of this report under the heading “Staterment of Compliance with the Detalled Provisions of the
Combined Code”

Directors

The Beard

The Directors collectively have responsibility for the conduct of the Group’s business The Board compnses
an Executive Chairman and eight Non-Executive Directors, six of whom are considered by the Board to be
independent The Board, which met eight times during 2006, 1s responsible for

* providhing leadership,

= setting the Group's strategic objectives and key policies,

* ensuring that appropriate resources are n place to enable the Group to meet its objectives,
» reviewing the Group's performance, and

* gverseeing the Group’s internal control systems
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The Charrman will always attempt to persuade the Board to act as a single team by obtaining consensus at
Board meetings but, in exceptional circurnstances, decisions will be taken by majonity The agenda for Board
meetings are set by the Chairman in consultation with the other Directars

Responsibility for developing and implementing the Group's strategic and financial objectives 1s delegated

to the senior management of the Group Accordingly, the boards of Antofagasta Minerals S A (mining), the
Antofagasta Rallway Company plc {ralway and other transport services) and Aguas de Antofagasta S A (water
distribution) meet monthly to consider strategic, operational and risk management 1ssues i more detall There
Is substantial overlap between membership of the Board of Antofagasta plc and these three divisional boards
The chief executive officer of each division reports to his divisional board and the Chairman of the Group, and
the Board oversees these divisional boards and provides strategic directron The Board is also responsible for
reviewing the performance of management The Non-Executive Directors scrutinise the performance of
management m meeting goals and objectives and also monitor the reporting of perfermance, through the
activities of the Remuneration Committee and the Audit Committee respectively

Directors who served during 2006 are set out on page 2 There were two changes to the membership of the
Board during 2006 On 29 September 2006 Mr P J Adeane retired as a Non-Executive Director On the same
date, Mr W M Hayes was appointed as an independent Non-Executive Director

The recognised senior independent Non-Executive Director 1s Mr C H Bailey, who 1s also Chairman of the Audit
Committee Mr G § Menendez is Charman of the Remuneration and Nomimation Committees The Board does
not have a Director formally designated as Chief Executive

Chairman and Chief Executive

Mr J-P Luksic s Chairman of the Board His role 1s that of a full-time Executive Chairman, and he has no other
significant commitments that conflict with this role As explained above, the Group does not have a Board
member who 1s designated as Chief Executive Mr Marcelo Awad 1s chief executive officer of Antofagasta
Minerals S A, Mr Miguel Sepulveda 1s chief executive officer of the Antofagasta Railway Company plc, and
Mr Marco Kutulas 1s the chief executive officer of Aguas de Antofagasta S A

The Board beheves that the Company Is not at nsk from a concentration of power by Mr J-P Lukstc having i
executive responsibilities as Chasman In reaching this conclusion, 1t has taken inte consideration the strong '
presence of Non-Executive Directors on the Board, the structure of the Audit, Remuneration and Nomination

Commuttees designed to devolve away from the Chairman responsibility and control of certain key areas of Board

responsibility, and the delegation of management responsibility to the chief executive officer of each division

Board balance and independence
The Board considers six of its eight Non-Executive Directors to be independent - Mr C H Batley, Mr G S Menendez, |
Mr D E Yarur, Mr J W Ambrus, Mr J G Claro and Mr W M Hayes The Board Is satisfied that this balance limits
the scope for an indwidual or small group of Individuals to dorminate the Board's decision-making The Report of

the Directors sets out biographical detalls of each Director and identifies those Directors standing for re-election
on pages 59 and 60

Mr Yarur, Mr Ambrus, Mr Claro and Mr Hayes meet the independence cnitena set out In Combined Code
prowision A3 1 and the Board 1s satisfied as to their independence The Board 1s satisfied that Mr Bailley remains
independent in character and judgement, notwithstanding that he has served on the Board for more than nine
years, since he does not recerve any other remuneration from the Company other than Non-Executive Directors’ |
fees, nor does he have any other relationships with the Company or its majonty shareholder The Board is also
satishied that Mr Menendez remains independent in character and judgement, notwithstanding that he has '
also served on the Board for more than rune years and notwithstanding that he 1s a non-executive director

of Quiienco S A {a Chilean-listed company also controlled by the Luksic family) and Banco de Chile, part of

the Quifienco Group This I1s because he does not receive any remuneration from the Group other than in a
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Corporate Governance continued

Non-Executive capacity His position in the Quriiienco group 1s alsc solely as a non-executive director The Board
considers that Mr Bailey's and Mr Menendez’s length of service 1s of considerable benefit to the Board given
therr wealth of knowledge and experience of the Group and of Latin America and the mining industry, and
therefore proposes both for reelection

The Board does not consider Mr R F Jara or Mr G A Luksic to be independent Mr Jara provides advisory

services to the Group, as explained in the Report on Remuneration and Related Matters on pages 70 and 71

Mr G A Luksic 1s the brother of Mr J-P Luksic, the Chairman of Antofagasta plc Mr G A Luksic 1s chairman

of Quifienco S A and Madeco S A, and a director of Quiienco’s other hsted subsidiaries Mr J-P Luksic

and Mr Menendez are also non-executive directors of Quifienco and some of its listed subsidianes

Like Antofagasta, Quifiencoe Is also controlled by the Luksic family The Board also did not consider

Mr P J Adeane, who retired on 29 September 2006, to be ndependent as he had been employed by |
the Group as an Executive Director untll he became a Non-Executive in 2005

Appointments to the Board
The Nomination Committee currently comprises Mr G S Menendez, Mr C H Bailey and Mr R F Jara

As explained above, Mr Bailley and Mr Menendez are considered by the Board to be independent
Non-Executive Directors

The Nomination Committee periodically reviews the composition of the Board including the balance between
Executive and Non-Executive Directors and considers succession planning for both Executive and Non-Executive
Directors and the Group's senior management |t is alsc responsible for the process for new Board appointments
and makes recommendations to the Board on the appointment of new Directors and 1s responsible for ensuring
that appointments are made on ment and against objective criteria In fulfiling these responsibilities, the
Normination Committee consults the Chairman, Mr J-P Luksic The Nomination Committee meets as necessary
and, in any case, at least once a year Its terms of reference are avalable from the Company’s registered office
and may be viewed on the Company’s website - www antofagasta co uk

In making appeintments to the Board, the Nomination Committee considers the skills, experience and knowledge
of the exisung Directors and assesses which of the potential candidates would most benefit the Board It considers
the potential candidate’'s knowledge and experience of Chile, the mining industry in Latin Amernca, capital
markets and the regulatory environment and that he has sufficient time to devote to the role

As explaned above, Mr W M Hayes was appointed to the Board during 2006 This appointment was considered
by the Nominatton Committee and then by the Board, applying the critena set out above As the Nomination
Commuttee and the Board believed that it was able to identify an appropriate candidate through 11s knowledge of
the appropriate iIndustnal and geographical sectors, advertising the post or using a search agency was
considered to be unnecessary

The Chairman ensures that new Directors are provided with a full induction on joining the Board In the case of
Mr W M Hayes, thrs included a detalled briefing about the Group and 1ts operations, information on his duties
and responsibilities as a director of a UK-isted company, meetngs with members of senior management and
advisors, and visits to operational sites

All Non-Executive Directors have letters of appointment with the Company These require the Non-Executive ‘
Directors to undertake that they will have sufficient time to discharge therr responsibilities These letters of |
appointment are avallable for inspection at the Company's registered office during normal business hours and

at the Annua! General Meeting (for 15 minutes prior to and during the meeting)
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Information and professional development

The Drrectors recewve information for review ahead of each Board or Committee Meeting 1n addition, they
receive regular reports and forecasts for the Group and each stgnificant operation to ensure that they remain
properly briefed about the performance and financial position of the Group throughout the year All Directors
have access to management and to such further tnformation as 1s needed to carry out therr duties and
responsibilities fully and effectively Furthermore, all Directors are entitled to seek independent professional
advice concerning the affars of the Group at the Company's expense

The Company also provides Directors with the necessary resources to develop and update their knowledge
and capabilities In particular, the Directors are continually updated on the Group’s business, the competitive
and regulatory enwvironment in which 1t operates and other changes affecting the Group as a whole The
Directors based outside of Chile wisit the country regularly and at least once a year, and the Directors based
outside the United Kingdomn also regularly visit this country, again at least once a year

Group management In the United Kingdom and Chile is responsible for ensunng that Board procedures and
apphicable rules and regulations are complied with and for advising the Board, through the Chairman, on all
governance matters Company secretarnal advice Is provided by Petershill Secretanes Limited

Performance evaluation

The Board percdically considers its performance and effectiveness A performance evaluation was conducted
dunng 2006 by Mr G S Menendez, with the assistance of senior management, covering the Board, its
committees and its individual members Mr C H Bailey, as the senior independent Non-Executive Director was
responsible for the evaluation of the Chairman The results were discussed with the Chairman and considered
by the Board and were taken into account in the decision to recommend re-electian at the forthceming Annual
General Meeting duning 2007 The Board 1s satisfied that each Director continues to contribute effectively and
demonstrates commitment to his role

Re-election

Each Drrector 1s elected by shareholders at the Annual General Meeting following his first appointment The
Company's Articles of Association provide that not less than one-third of the Directors must retire by rotation
each year and that each Director 15 re-elected at least once every three years Non-Executive Directors who
have served for more than nine years are subject to annual re-election in accordance with provision A7 2 of
the Combined Code

The Drrectors retining and standing for re-election at this year’s Annual General Meetng are Mr W M Hayes,
Mr D E Yarur, Mr G S Menendez and Mr C H Balley Biographical details of these Directors are set out in
the Report of the Directors on pages 59 and 60

The Chairman confirms that the Board 1s satisfied that each of the Directors proposed for re-election continues
to be effective and continues to demonstrate commitment to his role
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Directors’ attendance at meetings 1n 2006
The number of Board and Comrmittee meetings held dunng 2006, together with details of each Director's
attendance, 1s set out below

Audit Nemnation Remuneration |

Board Commuttes Committee Committee ‘
Number Maximum Number Maximum Number Maximum Number  Maximum
anended possible attended possible attended possible attended possible
J-P Luksic 8 8 - - - - - -
C H Bailey 7 8 4 4 2 2 3 3
G S Menendez 8 8 4 4 2 2 3 3
P J Adeane!l 7 8 - - - - - -
R F Jara 8 8 - - 2 2 - -
0 E Yarur 4 8 3 4 - - 2 3
G A Luksic 6 8 - - - - - -
J W Ambrus 7 8 - - - - - -
J G Claro 8 8 - - - - - -
W M Hayes!? 1 1 - - - - - -

() Mr P} Adeane reured as a Diractor on 29 September 2006 !
{2 Mr W M Hayes was appointed as & Director on 23 Septembar 2006
All Direciors In office at the time of the annual general meeung in June 2006 attended that meetng

Each Director wathdrew from any meeting when his own position was being considered

Remuneration

The membership of the Rernuneration Commitiee, a statement of the Company’s policy on remuneration,
and the remuneration details and shareholding interests of each Director are contained in the Report on
Remuneration and Relfated Matters on pages 70 10 73

Accountability and Audit

Financial reporting

The Directors are responsible for preparing the Annua! Report and the finangial statements The Directors

are required to prepare financial staternents for the Group in accordance with International Financial Reporting
Standards {IFRS) and have chosen to prepare Company financial statements 1n accordance with United Kingdom
Generally Accepted Accounting Principles (UK GAAF)

In the case of the Group's IFRS financial statements, [nternational Accounting Standard 1 requires that financial
statements present fanly for each financial year the Group's financial position, financial performance and cash
flows This requires the faithful representation of the effects of transactions, other events and conditions in
accordance with the definiions and recogmition criteria for assets, habilities, income and expenses set out In
the international Accounting Standards Board's “Framework for the Preparation and Presentation of Financial
Statements” In wvirtually all crcumstances, a fair presentation will be achieved by comphance with all apphicable
{IFRS Directors are also required to

= properly select and apply accounting policies,

= present information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information, and

» provide additional disclosures when compliance with the specific requirements In IFRS is insufficient to enable
users to understand the impact of particular transactions, other events and conditions on the entity’s financial
position and financial performance
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In the case of the Company's UK GAAP financial statements, the Directors are required to prepare financial
statements for each financial year which give a true and fair view of the state of affairs of the Company and of
the profit and loss of the Company for that period In preparing these financial statements, the Directors are
required to

* select suitable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent, and

= state whether applicable accounting standards have been followed, subject to any matenal departures
disclosed and explained in the financtal statements

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Company, for safeguarding the assets, for taking reasonable steps for the
prevention and detection of fraud and other irregulanties and for the preparation of the Report of the Directors
and the Report on Rermuneration and Related Matters which comply with the requirements of the Companies
Act 1985

The Board's statement on going concern Is iIncluded in the Financial Review on page 33

Internal contrel

The Board has applied principle C 2 of the Combined Code by establishing a continuous process for identifying,
evaluating and managing the significant risks the Group faces The Board regularly reviews the process, which
has been in place from the start of the 2006 financial year to the date of approval of this report and which 5 1n
accordance with revised guidance on internal control published in October 2005 (the Turnbull Guidance} The
Board 15 responsible for the Group’s system of internal control and for reviewing its effectiveness Such a
system Is designed to manage rather than eliminate the nsk of falure to achieve business cbjectives, and

can only provide reasonable and not absolute assurance against materal misstatement or loss

In compliance with Prowision C 2 1 of the Combined Code, the Board regularly reviews the effectiveness of

the Group's system of internal control The Board’s monitoring covers all controls, including financial, operational
and compliance controls and risk managernent 1t 1s based principally on reviewing reports from management to
consider whether significant nisks are identified, evaluated, managed and controlled and whether any significant
weaknesses are promptly remedied and indicate a need for more extensive monitormg The Board has also
performed a specific assessment for the purpose of this Annual Report This assessment considers all
significant aspects of internal control ansing during the penod covered by the report including the work of
internal audit The Audit Committee assists the Board in discharging its review responsibilities

Dunng the course of its review of the system of internal control, the Board has not identified nor been advised
of any falings or weaknesses which it has determined to be significant Therefore a confirmation in respect of
necessary actions I1s not required

Corporate social responsibility

The Board takes into account the social, environmental and ethical impact of 1ts decisions and 1s responsible for
the relevant policies of the Group Through the Group’s risk management processes descnbed under Internal
Control above, key 1ssues of social responsibility are identified and assessed More information on corporate
social responsibility 15 given on pages 38 to 57 of the Annual Report

“Whistleblowing” procedures

The Audit Committee, whose other functions are descnbed below, 1s responsible for reviewing arrangements
by which employees of the Group may, in confidence, raise concerns about possible improprieties in matters of
financial reporting or other matters An Ethics Code 1s in place across the Group, which includes a procedure to
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enable employees to raise concerns, anonymously if necessary An Ethics Commuttee 1s responsible for
implementing, developing and updating the Ethics Code and investigating any allegations of impropriety The
Ethics Committee reports directly to the Audit Committee, which considered the results of 1its work and the
operation of the Ethics Code together with its annual review of the effectiveness of internal control

Audit Committee and Auditors

The Aucdit Commuttee currently comprises Mr C H Bailey (Chairman), Mr G S Menendez and Mr D E Yarur,
all of whom are considered by the Board to be independent Non-Executive Directors All three members are
considered to have recent and relevant financial expenence

The Audit Committee meets at least twice {and normally four tmes) a year with the external auditors in
attendance The Audit Commuttee’s purpose 1s to assist the Board in meeting its responsibilities relating to
financial reporting and control matters In particular, it reviews the scope and nature of the audit and issues arising
from 1t and 1s responsible for ensuning the independence of the external auditors (including their objectivity and
effectiveness), monitoring the provision of any non-audit services and for making recommendations to the Board
for the appointment, reappointment or removal of the external auditors It reviews the internal centrol and nsk
assessment procedures adopted by the Group described in the section under the heading “Internal Controls®”
above It also monitors the integrity of the financial statements and Directors’ statements on internal controls
and reviews the going concern basis pnor toits endorsement by the Board The terms of reference of the
Audit Committee are avallable from the Company's registered office and may be viewed on the Company's
website — www antofagasta co uk

The Audit Commuttee ts authonsed by the Board to Investgate any activity within its terms of reference It is
authonsed to seek any infformation it requires from any employees and all employees are directed to co-operate
with any request made by the Audit Committee

The Company's external auditors, Deloitte & Touche LLR, have provided non-audit services to the Company,
which amounted to US$52,000 This comprised the provision of services relating to tax compliance,
implementation advice regarding 1AS 32/39 on financial iInstruments and other consultancy services

The Audit Commuitee has reviewed the level of these services In the course of the year and 1s confident that
the objectivity and independence of the auditors are not in any way impaired by reason of such non-audit work
The Audit Committee has also considered the effectiveness of the external audit function through the year
through meetings with Deloitte & Touche LLP, a review of their audit plan and a consideration of the results

of work performed by the external auditors prior to release of the intenm and full year results

Relations with Shareholders

Directors and senior management regularly meet with institutional shareholders and analysts in the United
Kingdom, Europe, Chile and the United States The senior independent Non-Executive Director, Mr C H Bailey,
also attends a number of meetings with major shareholders dunng the year Other Non-Executive Directors
are given the opporturity 10 meet with major shareholders and attend meetings 1if requested to do so by
shareholders These meetings ensure that the Board 1s able to develop an understanding of the views of
several of the Company's major investors

The Company carnes out a formal programme of presentations to update institutional shareholders and analysts
on developments in the Group after the announcement of the interim and full year resulis In addition, quarterty
production figures and financial results are published for the mining, transport and water dvisions Copies of
these results and production announcements, presentations and other press releases issued by the Company
are avallable on 1ts website

68 Antotagasta plc Annual Report and Financial Statements 2008




The Company's Annual General Meeting Is also used as an opportenity to communicate with both institutional
and private shareholders and the Board of Directors encourages therr attendance At the meeting, the Company
complies with the Combined Code as It relates to voting, including votes withheld, the separation of the
resolutions and the attendance of committee charrmen

Statement of Compliance with the Detailed Provisions of the Combined Code
As explained above, the Company complied with the detalled code provisions contamned in the Combined Code
throughout 2006 except as follows

+ the Board does not have a separately identified Chief Executive and there Is no formal separation of the
functions of Chairman and Chief Executive at Board level (prowvision A2 1) As explained above, the Group
has separate chief executives for its mining, transport and water distribution divisions who report to their
respective divisional boards and the Chairman of the Group The Board considers that its predorminantly
nen-executive composition combined with the delegation of management responsibility to the chief executive
officer of each division achieves an appropriate balance and prevents a concentration of power by its
Executive Chairman, and

= performance related pay measures did not apply to Board members (provision B 1 1) The Board considers
this appropriate given its predominantly Non-Executive composition and the role of the only Executive
Director, who 1s a member of the controlling family, as Charrman of the Board Performance related bonuses
are paid 1o sernior management in the Group based on a combination of personal, divisional and Group
performance assessed against targets set at the start of each year
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Report on Remuneration and Related Matters

Ths report has been prepared In accordance with Schedule 7A of the Companies Act 1985 ("the 1985 Act’)
It also meets the relevant requirements of the Listing Rules of the Financial Services Authonty and describes
how the Board has applied the Principles of Good Governance and Code of Best Practice {"the Combined
Code”) relating to directors’ remuneration

During the year under review, the Company complied with the detalled code provisions set out in Section B
of the Combined Code except as follows

= as explained on page 69, performance related pay measures did not apply to the Chairman, whe was the only
Executive Director (provision B 1 1)

The 1985 Act requires the auditors to report to the Cempany’s members on ¢ertain parts of this report and to
state whether in therr opinion those parts have been properly prepared in agcordance with the Companies Act
1985 The report has therefore been divided mto separate sections for unaudited and audited information

Unaudited Information

Remuneration Cormmittee

Membership
The membership of the Remuneration Committee during the year was as follows

Mr G S Menendez (Chairman),
Mr C H Bailley, and
Mr D E Yarur

Mr Menendez, Mr Bailey and Mr Yarur were constdered by the Board to be independent Non-Executive
Directors throughout 2006

Responsibilities

The responsibiities of the Remuneration Comrmutiee are fully set out in its Terms of Reference which are
available on the Company's website The Committee I1s responsible for setting remuneration policy and for
reviewing the remuneration of any Executive Directors and, where appropriate, 1t consults the Chairman,
Mr J-P Luksic The Remuneration Committee 15 also responsible for momitoring the level and structure of
remuneration of Group senior management and evaluating management performance

The remuneration of Non-Executive Directors 1s determined by the Board as a whole No Director participates
in the determination of his own remuneration

Company policy on Directors’ pay and bonuses

The Company's policy 1s to ensure that Directors are farly rewarded with regard to responsibihties undertaken,
and considers comparable pay evels in the United Kingdom and in Chile Corporate and individual performance
15 taken into account in setting the pay level for the Chairman as an Executive Director, and this is reviewed on
an annual basis Remuneration levels for Non-Executive Directors are based on comparable levels for companies
of a similar size and complexity, and also take into account specific responsibilities undertaken Remuneration
includes fees paid for non-executive directorships of subsidrary companies within the Group

The Board does not consider 1t appropriate to0 make regular performance-related pay awards such as bonuses to
the only Executive Director, Mr J-P Luksic, given his role as Charrman of the Board and his interest in the
Company's shares both directly and as a member of the Luksic family

The Group has paid Mr R F Jara for advisory services to the Group The Board has taken these payments into
account in determining his fees as a Non-Executive Director

No Directors currently receve pension contributions
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Service contracts

Mr J-P Luksic has a contract for services with the Antofagasta Railway Company plc, and (from 1 January
2007} also with Minera El Tesoro Both centracts for services can be terminated by either party on one month's
notice There 1s also a contract between Antofagasta Minerals S A and Asesonias Ramon F Jara EIRL for the
provision of advisory services by Mr R F Jara which can also be termnated on one month's notice The amounts
payable under these contracts for services are reviewed penodically in line with the Company's policy on
Directors’ pay Amounts paid during 2005 and 2006 have been included in the table of Directors’ Remuneration
on page 73

No other Directors have service contracts with the Group and therefore no other notice periods apply

Share options and long-term incentive schemes

No arrangements exist to enable Directors to acquire benefits through the acquisition of shares in the
Company or any of its subsidiary undertakings, to benefit through profit-related pay or share option schermes
or to participate in any long-term incentive schemes

Directors’ interests
The Directors’ beneficial interests 1n the shares of the Company at the beginning and end of the year were
as follows

Ordinary shares of 5p each
31 December 1 January

2006 20086
J-P Luksici!! 41,963,110 -
C H Baileyt? 32,000 10,000

1) Mr J-P Lukstc s interest relates to shares held by Aureberg Establishment an entity which ha controls On 15 June 2006 8 392,622
ordinary shares in the Campany were distributed 1n kind to Aurgberg Establishment by Sandypont Establishment in which it held & rainonity
interest} as part of a recrganisation of the structure of the Luksic famiby interests in shares of Antofagasta plc This recrgamsaton did not
alter the combined overall percentage the Luksic family controls i Antofagasta The interest of Aureberg Establishment increased to
41 963 110 shares as a result of the 4-for-1 bonus 1ssue by the Company on 19 June 2006

2} Mr C H Bailey disposed of 2,000 shares on 5 January 2006 resulting in an interest of 8 000 shares His inerest increased to 40 000 shares
as a result of the 4-for-1 bonus 1ssue by the Company on 19 June 2006 A further disposal of 8 000 was made on 19 December 2008,
resulting in an interest of 32 000 shares at the yearend

The Cirectors had no beneficial or non-beneficial interests in the shares of the Company durning the year other
than the interests in the table set out above No Director had any matenal interest in any other contract with
the Company or its subsidiary undertakings during the year other than in the ordinary course of business

No changes took place in the interests of the Directors between 31 December 2006 and the date of this report
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Report on Remuneration and Related Matters continued

Performance graph

The following graph shows the Company's performance compared to the performance of the FTSE Alf Share Index
over a five-year penod, measured by total shareholder return (as defined below} The FTSE All Share Index has
been selected as an appropriate benchmark as 1t 1s the most broadly based index to which the Company belongs
and which relates to the London Stock Exchange, the market where the Company’s ordinary shares are traded

Total shareholder return 1s calculated to show a theoretical growth in the value of a shareholding over a specified
period, assuming that dividends are reinvested to purchase additional shares at the closing pnice applicable on
the ex-dividend date Total shareholder return for the FTSE All Share Index 1s calculated by aggregating the
returns of all indvidual constituents of the FTSE at the end of the five-year penod

Total Shareholder Return™ — Antofagasta plc vs FTSE Ali Share Index
Total Return Basis Index - 1 January 2002 = 100

600% —

e Antofagasta plc
500% — = = FTSE All Shares
400% —
300% —
200% —
100%-—.4 ___- ___-—---_--

Y gy wm == v
0% T I T I |
1 Jan 2002 31 Dec 2002 31 Dec 2003 31 Dec 2004 31 Dec 2005 31 Dec 2006

Source - Datastream

{1) Total Shareholder Return represents share price growth plus dwvdends resnvested over the panod
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Audited Information

Directors’ remuneration

The remuneration of the Directors in the year 1s set out below in US dollars Amounts paid i sterling or Chilean
pesos have been translated at average rates for the relevant year, which are set out in Note 33 to the financial

statements
Base salary
and fees Benefits Other Total remuneration
2006 2005 2008 2005 2006 2005 2006 2005

UsS$000 US$000 US$000 Us$0c00 US$000 US$000 US3000 USS000

Executive Chairman

J-P LuksiciD 1,784 1,215 81 87 - - 1,865 1,302
Non-Executive Directors
C H Bailley g5 67 - - - - a5 67
G S Menendez 220 125 - - - - 220 125
P J Adeane/? 50 121 - 16 - 182 50 319
R F Jarald 536 3N - - - - 536 3N
b Yarur 98 65 - - - - 98 65
G A Luksic 83 44 - - - - 83 44
J W Ambrus 107 57 - - - - 107 57
J G Claro 88 45 - - - - 88 45
W M Hayest¥ 27 - - - - - 27 -
3,088 2,130 a1 103 - 182 3,169 2,415

M Dunng 2006 remuneration of US$607 000 (2005 — USE589 000) for the provisian of services by Mr J-P Luksic was patd to Goldstream
Finance Linuted This amount s included un the amoumts attributable 10 Mr Luksic of US$1,784 000 (2005 - US$1,215 000)

2)Mr P J Adpane was Managing Director until 31 March 2005 after which he continued 1o serve as a Non Executive Director until he
retred from the Board on 29 September 2006 Fees paid dunng 2005 therefore partly reflected the peniod for which Mr Adeane was a

Mon Executive Director and partly reflected the pencd for which he was an Executive Director Duning 2005 Mr Adeane was awarded an

ex-gratia payment of US$182 000 no comparable payment was made 1n 2008 Fees paid dunng 2006 reflected the penod duning which

he

was a Non Executive Diractor until his retuement from the Board Following retirement Mr Adeane has cantinued to sarve the Board as

a Senior Advisor under a contract for serviges at the rate of £10 000 per annum This ¢contract can be terminated on one month s notice
Mr Adeane was paid £2,500 {approsamately US$4,600) under this contract for sennces duning 2006 which has not been included in his
faes as a Director in the table above

3 Dunng 2006 remuneration of US$331 000 (2005 — US$278 000) for the provision of services by Mr R F Jara was paid 10 Asesonas
Ramon F Jara EIRL This amount 1s included in the amacunts attnbutable to Mr Jara of USE536 000 (2005 - US$391 000)

) Mr W M Hayes was appointed as a Director on 29 September 2006 Fees paid durning 2006 therefore reflact the penod for which ha
has been a Dwrector

Approved on behalf of the Board
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Independent Auditors’ Report on the
Group Financial Statements to the Members
of Antofagasta plc

We have audited the Group financial staternents of Antofagasta plc for the year ended 31 December 2006
which comprise the consolidated incorne statement, the consohdated balance sheet, the consolidated cash flow
statement, the consolidated statement of changes in equity and the related notes 1 10 37 These Group financial
statements have been prepared under the accounting policies set out therein We have also audited the
information in the Report on Remuneration and Related Matiers that 1s described as having been audited

We have reported separately on the individual Cornpany financial statements of Antofagasta plc for the year
ended 31 December 2006

This report 1s made solely to the Company’s members, as a body, in accordance with section 235 of the
Compantes Act 1985 Our audit work has been undertaken so that we might state to the Company's members
those matters we are required 1o state to them in an auditors” report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed

Respective Responsibilities of Directors and Auditors

The directors’ responsibifities for preparing the annual report, the Report on Remuneration and Related Matters
and the Group financial statements in accordance with applicable law and International Financial Reporting
Standards ({IFRSs) as adopted by the European Union are set out In the statement of Directors’ Responsibilities

Our responsibility 1s to audit the Group financial statements and the part of the Report on Remuneration and
Related Matters described as having been audited 1n accordance with relevant legal and regulatery requirements
and International Standards on Auditing {UK and Ireland)

We report to you our opinion as to whether the Group financial statements give a true and fair view, whether

the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and

Arucle 4 of the |IAS Regulation and whether the part of the Report on Remuneration and Related Matters I
described as having been audited has been properly prepared in accordance with the Companies Act 1985

We also report to you whether in our opinion the mformation given in the Report of the Directors 1s consistent

with the Group financial statements

In addition we report to you if, 1n our opinton, the company has not kept proper accounting records, if we have
not recerved all the information and explanations we require for our audit, or If information specified by law
regarding Directors’ remuneration and other transactions 1s not disclosed

We review whether the Corporate Governance Report reflects the Company's compliance with the nine
provisions of the 2003 Combined Code specified for our review by the Listing Rules of the Financial Services
Authority, and we report if it does not We are not required to consider whether the Board's statements on
internal control cover all nsks and controls, or form an opimion on the effectiveness of the Group's corporate
governance procedures or its risk and contro! procedures

We read the other infarmation contained in the annual report as descnbed in the contents section including the
unaudited part of the Report on Remuneration and Retated Matters and consider whether 1t 15 consistent with
the audited Group financial statements We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the Group financial statements Qur responsibilities do
not extend to any further information outside the annual report
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Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Audiing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit ncludes exarmination, on a test basis, of evidence relevant to the amounts and
disclosures in the Group financial statements and the part of the Report on Rernuneration and Related Matters
described as having been audited It also includes an assessment of the significant estimates and judgments
made by the Directors 1n the preparation of the Group financial statements, and of whether the accounting
policies are appropriate to the Company's circumstances, consistently applied and adequately disclesed

We planned and performed cur audit so as to obtain all the information and explanations which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the Group financial
statements and the part of the Report on Remuneration and Related Matters described as having been audited
are free from material misstatemenst, whether caused by fraud or other uregulanty or error In farming our
opinion we also evaluated the overall adequacy of the presentation of information in the Group financial
statements and the part of the Report on Remuneration and Related Matters described as having been audited

Opinion

n our opinion

» the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European
Union, of the state of the Group's affars as at 31 December 2006 and of its profit for the year then ended,

« the Group financial statements have been properly prepared in accordance with the Comparues Act 1985 and
Article 4 of the |IAS Regulation,

« the part of the Report on Remuneration and Related Matters described as having been audited has been
properly prepared in accordance with the Companies Act 1985, and

» the information given in the Report of the Directors I1s consistent with the Group financial statements

Separate Opinion in Relation to IFRS

As explained in note 1 to the Group financial statements, the Group 1n addition to complying with 1ts legal
obligation to comply with IFRSs as adopted by the European Union, has also complied with the IFRSs as 1ssued
by the International Accounting Standards Board

in our opinion the Group financial statements give a true and fair view, in accordance with IFRSs, of the state
of the Group's affairs as at 31 December 2006 and of its profit for the year then ended

Mmk&?;.um LLP

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London

5 Apnl 2007
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Consolidated Income Statement

For the year ended 31 December 2006

2006 2005
Notes UsSsm UStm
Group turnover 4,5 38700 2,445 3
Total operating costs (1,065 9) {938 9)
Operating profit from subsidianes and joint ventures 4,5 28041 1,506 4
Share of income from associate 4,5 1 09
Total profit from operations and associates 2,805 2 1,507 3
Investment income 783 397
Interest expense (26 4) 26 O
Other finance items 19 153
Net finance income 8 538 290
Profit hefore tax 5 2,859 0 15363
Income tax expense 9 (664 9) 308 1
Profit for the financial year 5 2,194 1 1,228 2
Attributable to
Minonty interests 8398 502 4
Equity holders of the Company (net earnings) 10 1,354 3 7258
US cents US cents
restated!!)
Basic earnings per share 10 137 4 736
Dividends to ordinary shareholders of the Company
Per share 1" US cents US cents
restated(!)
Dividends per share proposed in relation to the year
- ordinary dividend (mtenm} 32 32
- ordinary dividend {final) 50 48
- special didend (intenm) 20 -
- special dnvadend (final} 380 140
48 2 220
Dividends per share pad in the year and deducted from net equity
- ordinary dividend {intenim) 32 32
- ordinary dividend {final) 48 48
- special dvidend {interim) 20 -
- special dividend {final} 140 80
240 60
In aggregste 11 UsS$m USEm
DOiidends proposed in relation to the year 475 2 2169
Dwidends paid in the year and deducted from net equity 2366 1577

There was no potential dilution of earntngs per share in either year set out above and therefore diluted earmangs per share did not differ from
basi¢ earnings per share as disciosed above

Turnover and operaung profit are derved from ¢onunuing operations
{1) Earmings per share and dmdends per share have been restated for the effect of the 4-for-1 bonus 1ssue on 19 June 2006
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Consolidated Balance Sheet

At 31 December 2006

2006 2005
Notes UsSSm USsm
Non-current assets
Intangible assets 12 205 3 977
Property, plant and equipment 13 237137 1,8200
Investment property 14 32 34
Investrnent in associate 16 35 28
Avallable for sale investments 19 62 01
Deferred tax assets 24 31 66
2,595 0 1,9306
Current assets
Inventories 18 1203 988
Trade and other receivables 19 549 4 4281
Current tax assets 75 53
Denvative financial nstruments 19 21 73 -
Cash and cash equivatents 19 1,805 5 1,316 8
24900 18490
Total assets 50850 37796
Current habilities
Short-term borrowings 20 {97 &) 97 2)
Denvative financial instruments 20 21 - {40 3)
Trade and other payables 20 {211 5) {142 9)
Current tax liabiities (204 8) (108 7)
{513 9) {389 1)
Non-current habihities
Medium and long term borrowings 20 {261 1) (368 1)
Trade and cther payables 20 (4 8) {35)
Post-employment benefit obligations 22 {24 1) 20 8)
L.ong-term provisions 23 (9 8) 98}
Deferred tax liabilities 24 {323 2) {225 5)
623 0) {627 5)
Total habiiittes {1,136 9) (10166)
Net assets 3,9481 2,76830
Equity
Share capital 25 898 166
Share premium 26 1992 2724
Translation reserves 26 123 166
Retained earnings 26 28538 17361
Net equity attnibutable to equity holders of the Company 3,1551 2,041 7
Minonty interests 7930 7213
Tota) equity 39481 2,7630

Approved by the Board and signed on 1ts behalf on 5 Aprit 2007

-P Luks CH Bailey
hairman Director

Antofagasta pic Annual Report and Financial Statements 2008

C/’?

»

77




Consolidated Cash Flow Statement

For the year ended 31 December 2006

20086 2005
Notes Ussm UStm
Cash flows from operations 30 2,8101 1,847 5
Interest pad {24 6) {23 3}
Dividends from associate 16 04 10
Income tax paid {498 2) (343 8}
Net cash from operating activities 2,2877 1,281 4
Investing activities
Acquisition of subsidianes 27 (487 5) -
Disposal and part-disposal of subsidianes 28 843 -
Recovery of Chilean VAT paid on purchase of water concession 87 77
Purchases of property plant and equipment {506 6) (223 0}
Proceeds from sale of property, plant and equipment - 41
Interest receved 776 379
Net cash used In Investng activities {823 5) 173 3}
Financing activities
Dividends paid to equity holders of the Company {236 6) (155 4)
Dividends paid to preference shareholders of the Company 02} 02
Dividends paid to minority interests {630 B} (385 6
Net proceeds from 1ssue of new borrowings 38 02
Repayments of borrowings {109 6) (126 2)
Repayments of obligations under finance leases (18) (13 4)
Net cash used in financing activities 9750 {680 6)
Nat increase in cash and cash equivalents 489 2 4275
Cash and cash equivalents at beginning of the year 1,316 8 8814
Net increase In cash and cash equivalents 4852 427 5
Effect of foreign exchange rate changes {05) 79
Cash and cash equivalents at end of the year 19, 30 1,8055 1,316 8
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Consolidated Statement of Changes

For the years ended 31 December 2005 and 2006

in Equity

Share Share Translation  Retained Net Minority
capital  premium reserves earnings equity  interests Total
Notes Ussm USsm Ussm US$m Us$m US$m USsm
At 1 January 2005 166 2724 856 1,168 0 14655 6045 2,0700
Profit tor the financial year - - - 7268 7258 502 4 1,228 2
Currency translation adjustment - - 81 - 81 - 81
Dividends paid - - - (157 7} {157 7) {365 €) {543 3)
At 31 December 2005
and 1 January 2006 166 2724 166 1,736 1 20417 213 2,763 0
Profit for the financial year - - - 13543 1,354 3 8398 2,194 1
Currency translation adjustment - - 43) - (43) - 43)
Capitahsation of share premium on
bonus 1ssue of ordinary shares 25 732 {732) - - - - -
Acquisition of munority interest 27 - - - - - {137 5) {137 5}
Dividends paid - - - (236 6) {236 6) {630 6) {867 2)
At 31 December 2006 898 1892 123 28538 31551 7930 39481

There were no items of recognised income and expense in either year other than the profit for the financial year

and the currency translation adjustment
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Notes to the Financial Statements

1 Basis of Preparation

a) Accounting standards apphed

The financial statements have been prepared in accordance with International Financial Reporting Standards
{"IFRS"} and with those parts of the Companies Act 1985 applicable to companies reporting under IFRS For
these purposes, IFRS comprises the Standards 1ssued by the International Accounting Standards Board [“IASB™)
and Interpretations 1ssued hy the International Financial Reporting Interpretattons Commuttee ("IFRIC*) that have
been endorsed by the European Umion (" EU”)

At the date of authonsation of these financial statements, certain Standards and Interpretations which have not
been applied in these financial statements were In 1ssue but not yet effective The Directors anticipate that the
adoption of these Standards and Interpretations in future periods will have no matenal impact on the financial
staterments of the Group except as follows

- IFRS 7 "Financial Instruments Disclosures” and the related amendment to IAS 1 on capital disclosures This
standard and the related amendment will require additional disclosures on capital and financial instruments
from penods commencing on or after 1 January 2007

- FRS 8 "Operating Segments” This standard will require different disclosures relating to the Group's operating
segments and how these are identfied when it comes into effect for periods commencing on or after
1 January 2009

- {FRIC 12 “Service Concession Arrangements” This interpretation will require the present classification of
certain assets (acquired through the Group's water concession) within property, plant and egquipment, to be
reviewed when it comes into effect for penods commencing on or after 1 January 2008

b} Change in accounting policy

The Group's previously stated policy was to account for jointly controlled entities under the equity method
Under the Group's revised policy, jointly controlled entities are accounted for under the proportionate
consolidation method, which 1s the benchmark treatment under IAS 31 "Interests in Joint Ventures” This
change does not have any effect on the financial statements for prior pertods and therefore no restatement
of prior period information 1s required

¢} Change in estimates

Previously mining properties, including caprtalised financing costs, were depreciated in proportion to the volume
of ore extracted in the year compared with total proven, probable and posstble reserves at the beginning of the
year From 1 January 2006, such depreciation 1s based on comparison with proven and probable reserves only
at the beginning of the year The effect of thus change s to increase the depreciation charge in the year ended
31 December 2006 by US$1 6 milhon As a change in esumates, prior year comparatives have not been
restated, but the effect would have been 10 increase the depreciation charge by US$2 4 mullion in 2005

d) Restatement of comparative amounts for bonus i1ssue
Comparatives for earnings per share and dvidend per share have been restated for the effect of the 4-for-1
bonus 1ssue of ordinary shares on 19 June 2006 (see Note 25)
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2 Pnncipal Accounting Policres

a) Accounting convention

These financial statements have been prepared under the historical cost convention as modified by the use
of farr values 10 measure certain financial Instruments, principally prowvisionally priced sales as explained n
Note 2{d) and financial dervative contracts as explained in Note 2{s}

b) Basis of consolidation
The financial statements comprise the consclidated financral statements of Antofagasta ple ("the Company”)
and its subsidianes {collectively “the Group”)

() Subsidianes - A subsidhary I1s an entity over which the Group has power to govern the operating and
financial palictes in order to obtain benefits from its activities The consolidated financial statements include all
the assets, liabilities, revenues, expenses and cash flows of the Company and its subsidianies after eliminating
Inter-company balances and transactions For partly-owned subsidiaries, the net assets and net earnings
atinbutable to minority shareholders are presented as “Minority Interests” in the consolidated balance sheet
and consohdated income statement

(n  Associates — An associate IS an entity over which the Group 1S In & position to exercise significant
influence, but not control or jointly control, through the power to partcipate in the financial and operating policy
decisions of that entity The Group's share of the net assets, the results post tax and post acquisition reserves
of associates are included in the financtal statements This requires recording the investment initially at cost to
the Group and then, in subsequent periods, adjusting the carrying amount of the investment to reflect the
Group's share of the associate’s results less any impairment of goodwill and any other changes to the
assocrate’s net assets such as dividends

(n)  Jomtly controlled entsties — A jointly controlled entity 1s an entity In which the Group holds a long-term
interest and shares [oint control over the operating and financial decisions with one or more other venturers
under a contractual arrangement

Jointly controlled entities are accounted for using proportionate consolidation, which combines the Group's
share of the results of the jointly controlled entity on a line by Iine basis with similar items in the Group’'s
financial statements

(v} Other investments — The accounting treatment of investments which are not subsidiaries, associates or
jointly controfled entities 1s set out In Note 2(s) relating to financial instruments

(v Acqusitions and disposals ~ Acquisitions and disposals are treated as explained in Note 2(¢} relating to
business combinations and goodwill

¢} Currency translation

The functional currency for each entity in the Group 1s determined as the currency of the pnmary economic
environment In which 1t operates Transactions other than those in the functional currency of the entity are
translated at the exchange rate ruling at the date of the transaction Monetary assets and liabilities denominated
In currencles other than the functional currency are retranslated at year end exchange rates Gains and losses
on retranslation are included in net profit or loss for the penod within other finance items
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Notes to the Financial Statements continued

2 Pnncipal Accounting Policies continued

c) Currency translation continued

The presentational currency of the Group and the functional currency of the Company is the US doliar On
consolidation, Income statement itemns for entities with a functional currency other than the US dollar are
translated into US dollars at average rates of exchange Balance sheet items are translated at period end
exchange rates Exchange differences on translation of the net assets of such entities are taken to equity and
recorded in a separate currency translation reserve The Group elected 10 set the currency translation reserve
to zero at 1 January 2004 as permitted by IFRS 1 Cumulative translation differences ansing after the transition
date to IFRS are recognised as income or as expenses In the income staterment in the penod n which an
operation 15 disposed of

On consolidation, exchange gains and losses which arise on balances between Group entines are taken to
reserves where that balance 1s, In substance, part of a parent’s net investment In 1ts subsidiary, 1 @ where
settlement 1s neither planned nor likely to occur In the foreseeable future All other exchange gains and losses
on Group balances are dealt with in the income statement

Fair value adjustments and any goodwill arising on the acquisition of a foreign entity are treated as assets of
the foreign entity and translated at the period end rate

d} Revenue recognition
Turnover represents the value of goods and services supphed to third parties dunng the year Turnover Is
measured at the fair value of consideration received or receivable, and excludes any applicable sales tax

A sale is recogmnised when the significant risks and rewards of ownership have passed This i1s generally when
title and any msurance risk has passed to the customer, and the goods have been delivered to a contraciually
agreed location or when any services have been provided

Turnover from mining activities 1s recorded at the invoiced amounts with an adjustment for provisional pricing at
each reporting date, as explained below For copper and molybdenum concentrates, which are sold to smelters
and roasting plants for further processing, the invoiced amount 1s the market value of the metal payable by the

customer, net of deductions for tolling charges Turnover includes revenues from the sale of by-products

Copper and molybdenum concentrate sale agreements and copper cathode sale agreements generally prowide
for prowisional pricing of sales at the time of shipment, with final pricing based on the monthly average London
Metal Exchange ("LME") copper price or the monthly average market molybdenum pngce for specified future
penods This normally ranges from 30 to 180 days after delivery to the customer Such a provisional sale
contains an embedded derivative which 1s required to be separated from the host contract The host contract
1s the sale of metals contained In the concentrate or cathode at the provisional Invoice price less tolling charges
deducted, and the embedded denvative i1s the forward contract for which the provisional sale I1s subsequently
adjusted At each reporting date, the provisionally priced metal sales together with any related tolling charges
are marked-to-market, with adjustments {both gains and losses) being recorded m turnover in the consolidated
income statement and In trade debtors in the balance sheet Forward prices at the period end are used for
copper concenirate and cathode sales, while period-end average prices are used for molybdenum concentrate
sales due to the absence of a futures market

Interest iIncome 1s accrued on a time basis, by reference to the prncipal outstanding and the effective interest
rate applicable, which I1s the rate that exactly discounts estimated future cash receipts through the expected hfe
of the financial asset to that asset's net carrying armount

Dmadend income from investments 1s recogrised when the shareholders’ right to receive payment have been
estabhshed
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2  Prnincipal Accounting Policies continued

e} Business combinations and goodwill

) Acquisitions — The results of businesses acquired during the year are brought into the consolidated financial
statements from the effective date of acquisition The identifiable assets, labiliies and contingent liabilities of a
subsidiary, Jjoint venture entity or an associate which can be measured reliably are recorded at therr provisional
fair values at the date of acquisition Provisional fair values are finalised within 12 months of the acquisition date

{1} Goodwill - Goodwill represenis the difference between the cost of acquisition and the farr value of the
wentrfigble net assets acquired Any goodwill on the acquisition of subsidianies 1s separately disclosed, while any
goodwill on the acquisition of associates 1s included within Investments 1n equity accounted entiies Internally
generated goodwill Is not recognised

Where the far values of the identifiable net assets acquired exceeds the cost of the acquisition, the surplus
{which represents the discount on the acquisition) 1s credited to the income statement in the penod of
acquisition

{n} Disposals — The results of businesses sold duning the year are included in the consolidated financial
statements for the penod up to the effective date of disposal Gains or losses on disposal are calculated as
the difference between the sales proceeds (net of expenses) and the net assets attrbutable to the interest
which has been sold Where a disposal represents a separate major Iine of business or geographical area of
operations, the net results attributable to the disposed entity are shown separately in the Income statement

fi  Intangible assets

(It Concession nght — In 2003, the Group's wholly owned subsidiary, Aguas de Antofagasta S A, was awarded
a 30 year concession to operate the water rights and facilittes in the Antofagasta Region of Chile previously
controlled by Empresa de Servicios Sanitanios de Antofagasta S A ("ESSAN”)

The Group has recognised on its balance sheet the tangible assets transferred to it by way of concession where
the economic benefits are primarnly to be consumed over the ife of the concession arrangement An intangible
asset {a “concession right”} has been recognised in respect of the nght to use those assets not recognised as
their lives extend substantally beyond the peniod of the concession The concession night was measured as the
difference between the cost of the concession and the fair values of the assets and labilities recognised on
acguisition

(W Exploration hcences - In 20086, the Group acquired Tethyan Copper Company Limited (" Tethyan”), a
company with copper-gold interests in Pakistan, and entered into a joint venture over Tethyan's mineral interests
with Barrick Gold Corporation through the disposal of a 50% interest In Tethyan An intangible asset has been
recognised for the Group's proportionate share of the full unencumbered value attributed to the interest m the
exploration licences held by Tethyan in Pakistan

g} Exploration expenditure

Exploration 15 expensed in the year in which 1t 1s incurred When a decision 1s taken that a mining project 1s
commercially viable {normally when the project has reached the pre-feasibility stage) alt further directly
atbutable pre-production expenditure 1s capitalised Capitahisation of pre-production expenditure ceases when
commercial levels of production are achieved
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Notes to the Financial Statements continued

2 Prnincipal Accounting Policies continued

h) Property, pltant and equipment
The costs of mining properties and leases, which include the costs of acquinng and developing mining
properties and mineral nghts, are capitalised as tangible fixed assets in the year in which they are incurred

The cosi of plant, property and equipment comprises the purchase price and any costs directly attnbutable

to bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended Once a project has been established as commercially viable, expenditure on 1t 1s capitahised This
includes costs Incurred in preparing the site for mining operations, Including stripping costs Capitalisation will
cease when the mine 15 capable of commercial production with the exception of development costs which give
nse to a future benefit

Interest on borrowings directly related to construction or development of projects 1s capitalised, untl such time
as the assets are substantially ready for therr intended use or sale which, In the case of mining properties, 1s
when they are capable of commercial production

I} Depreciation of property, plant and equipment and amortisation of intangible assets
Property, plant and equipment 1s depreciated over its useful life, or over the remaining life of the operation
if shorter, to residual value The major categories of property, plant and equipment are depreciated as follows

{1  Land- Freehold land 1s not depreciated Any leasehold land 1s depreciated on a straight-ine basis over
the Iife of the lease

{0} Mmning properties — mining properties, including capitalised financing costs, are depreciated in proportion
to the volume of ore extracted In the year compared with total proven and probable reserves at the begnning
of the year

tu)  Buildings and infrastructure — straight-line basis over 10 to 25 years

{v}  Bail track fincluding trackside equipment) — straight-line basis over 20 to 25 years

{v) Wagons and roliing stock - straight-line basis over 10 to 20 years

v} Machimery, equipmeant and other assets — straight-ine basis over 5 to 10 years

{viy Assets under construction — no depreciation until asset 1s avallable for use

{vin) Asssts held under finance lease - are depreciated over the shorter of the lease term and therr useful Iife

Residual values and useful ives are reviewed, and adjusted if appropriate, at least annually, and changes to
residual values and useful ives are accounted for prospectively

The concession right 1s amortised on a straight-line basis over the life of the concession

) Imparrment of property, plant and equipment and intangible assets (excluding goodwill)
Property, plant and equipment and finite Iife intangible assets are reviewed for impairment if there 1s any
indication that the carrying amount may not be recoverable If any such indication exists, the recoverable
amount of the asset 1s estimated in order to determine the extent of the impairment {if any) Where the asset
does not generate cash flows that are independent from other assets, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs Any intangible asset with an indefinite useful
life 1s tested for impawrment annually and whenever there is an indication that the asset may be impaired

Recoverable amount i1s the higher of fair value less costs 1o sell and value in use [n assessing value in use, the
estimated future cash flows are discounted to ther present value, using a pre-tax discount rate that reflects
current market assessments of the time value of money and the nisks specific to the asset for which estimates
of future cash iflows have not been adjusted
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2  Principal Accounting Policies continued

1 Imparrment of property, plant and equipment and intangible assets (excluding goodwill} continued
For mining properties, estimates of future cash flows are based on estimates of the quantities of proven and
probable reserves, and assumptons as to future production levels, future commodity prices, future cash costs
of production and capital expenditure |AS 36 "Imparrment of Assets” includes a number of restrictions on

the future cash flows that can be recognised n respect of future restructunings and improvement related
expenditure When calculating value in use, 1t also requires that calculations should be based on exchange
rates current at the tme of assessment For operations with a functional currency other than the US dollar,

the imparment review is conducted in the relevant functional currency

If the recoverable amount of an asset or cash generating unit 1s estimated to be less than its carrying amount,
the carrying amount is reduced to the recoverable amount An impairment Is recognised immediately as
additional depreciation Where an impairment subsequently reverses, the carrying amount Is increased to the
revised estimate of recoverable amount but so that this does not exceed the carrying value that would have
been determined if no impairment had previcusly been recognised A reversal 1s recognised as a reduction In
the depreciation charge immediately

k} Investment property

Investment property Is property held to earn rentals and/or for capnta! appreciation and includes land held for
a currently undetermined future use The Group has elected to adopt the cost model In IAS 40 “Investment
Property” Accordingly, investment property 1s measured initially at cost, which includes transaction costs
for the acquisition of the property and, as detailed in Note 2(i) relating to property, plant and equipment,

15 consequently not depreciated

b Inventory

Inventory and work-in-progress are valued at the lower of cost and net realisable value The production cost
of inventory includes an appropriate proportion of depreciation and production overheads Raw materials and
consumables are valued at cost on a weighted average basis Finished products are valued at raw matenal
cost, plus labour cost and a proportion of manufactuning overhead expenses including depreciation

m) Taxation
Tax expense comprises the charges or credits for the period relating to both current and deferred tax

Current tax 1s based on taxable profit for the year Taxable profit may differ from net profit as reported in the
income statement because it excludes iterns of income or expense that are taxable and deducuble in different
years and also excludes iterns that are not taxable or deductible The hability for current tax 1s calculated using
tax rates for each entity in the consolidated financial statements which have been enacted or substantively
enacted at the batance sheet date

Deferred tax 15 the tax expected to be payahle or recoverable on temporary differences (1 @ differences
between the carrying amount of assets and habilities in the financial statements and the corresponding tax basis
used In the computation of taxable profit] Deferred tax 1s accounted for using the balance sheet liability method
and 1s provided on all temporary differences with certain irmited exceptions as follows

(1) tax payable on undistnbuted earnings of subsidiaries, associates and joint ventures 15 provided except where
the Group 1s able t¢ control the rermittance of profits and 1t (s probable that there will be no remittance of past
profits earned in the foreseeable future,

{n} deferred tax 1s not provided on the initiat recogrution of an asset or hability in a transaction that does not affect
accountng profit or taxable profit and 15 not a business combination, nor i1s deferred tax provided on subsequent
changes In the carrying value of such assets and habilities, for example where they are depreciated, and
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Notes to the Financial Statements continued

2  Pnncipal Accounting Policies continued

m) Taxation continued
(m) the initial recognition of any goodwwll

Deferred tax assets are recognised only to the extent that 1t 1s probable that they will be recovered through
sufficient future taxable profit The carrying amount of deferred tax assets 1s reviewed at each balance sheet date

Deferred 1ax 1s calculated at the tax rates that are expected to apply in the penod when the hability 1s settled
or the asset is realised, based on tax raies and laws that have been enacted or substantively enacted by the
balance sheet date Deferred tax 1s charged or credited in the income statement, except when it relates to
iterms charged or credited directly to equity, in which case the deferred tax is also taken directly to equity

n} Provisions for decommussioning and site restoration costs

An obligation to incur decommussioning and site rehahilitation costs occurs when environmental disturbance
is caused by the development or ongoing production of a miring property Costs are estimated on the basis
of a formal closure plan and are subject to regular formal review

Such costs ansing from the installation of plant and other site preparation work, discounted to therr net present
value, are provided and capitalised at the start of each project, as soon as the cbligation to incur such costs
arises These decommissioning costs are charged against profits over the Iife of the mine, through depreciation
of the asset and unwinding or amortisation of the discount on the prowision Depreciation 1s included in
operating costs while the unwinding of the discount i1s Included as financing costs Changes in the measurement
of a hability relating to the decommussioning of plant or other site preparation work are added to, or deducted
from, the cost of the related asset in the current period

The costs for restoration of sitte damage, which 1s created on an ongoing basis during production, are provided
for at their net present values and charged against operating profits as extraction progresses Changes in the
measurement of a liability relating to site damage created durning production 1s charged against operating profit

o} Prowvision for termination of water concession

Under the terms of the water concession from ESSAN, certain items of working capital recognised by
Aguas de Antofagasta (as described in Note 2(f) above) are to be transferred 1o the state-owned operator
ESSAN at the end of the concession period for nil consideration Provision 1s made for the estimated net
present value of these assets and labiities which are expected to be in existence when the concession
comes to an end The unwinding of the discount I1s charged within financing costs

p} Post-employment benefits
The Group operates defined contributton schemes for a imited number of employees For such schemes,
the amount charged to the income statement 1s the contributions paid or payable in the year

Employment terms may also provide for payment of a severance indemmity when an employment contract
comes to an end This 1s typically at the rate of one month for each year of service (subject in most cases to
a cap as to the number of quahfying years of service) and based on final salary level The severance indemnity
obligation 1s treated as an unfunded defined benefit plan, and the calculation 1s based on valuations performed
by an independent actuary using the projected umit credit method whach are regularly updated The obligation
recognised n the balance sheet represents the present velue of the severance indemnity obligation Actuanal
gains and losses are immediately recognised In the income staterment within operating cost

g} Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits held on call with banks, highly hquid investments
that are readily convertible into known amount of cash and which are subject to insignificant nisk of changes in
value, net of bank overdrafts which are repayable on demand Cash and cash equivalents normally have a
matunity period of three months or less from the date of acquisition
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2 Pnncipal Accounting Policies continued

r Leases
Rental costs under operating leases are charged to the income statement account in equal annual amounts over
the term of the lease

Assets under finance leases are recognised as assets of the Group at inception of the lease at the lower of farr
value or the present value of the minimum |lease payments derived by discounting at the interest rate imphcit in
the lease The Interest element i1s charged within financing costs so as to produce a constant periodic rate of
interest on the remamung balance of the liability

s)  Other financial instruments
Financial assets and financial habiities are recognised on the Group's balance sheet when the Group becomes
a party to the contractual provisions of the instrument

) Investments — Investments which are not subsidiaries, associates or joint ventures are invttially measured
at cost, including transaction costs

Investments are classtfied as either held for trading or available for sale, and are normally measured at
subsequent reporting dates at farr value Investments in equity instruments that do not have a quoted market
price 1n an active market and whose far value cannot be reliably measured are measured at cost

Where securities are held for trading purposes, gamns and losses arnising from changes in farr value are included in
net profit or loss for the penod For avallable for sale investments, gains and losses ansing from changes in fair
value are recogrised drectly in equity, until the secunty 15 disposed of or I1s determined to be impared, at which
time the cumulative gain or loss previously recognised in equity 1s included in the net profit or loss for the period

Dividends on avallable for sale equity Investments are recognised in the income statement when the nght to
receive payment Is established

{0} Trade and other receivables — Trade and other recewvables do not generally carry any interest and are
normally stated at therr nominal value as reduced by appropnate allowances for estimated irrecoverable
amounts

(1) Trade and other payables — Trade and other payables are generally not interest bearing and are normally
stated at their nominal value

{w) Borrowings (loans and preference shares) — Interest-bearing loans and bank overdrafts are recorded at
the proceeds received, net of direct 1ssue costs

Finance charges, including premiums payable on settlement or redemption and direct 1ssue costs, are
accounted for on an aceruals basis using the effective interest rate method Amounts are either recorded as
financing costs In the iIncome statement or capitalised In accordance with the accounting policy set out In
Note 2{h) Finance charges are added to the carrying amount of the instrument to the extent that they are
not settled in the penod In which they anse

The sterling-denominated preference shares 1ssued by the Company carry a fixed rate of return without the nght
to participate in any surplus They are accordingly classified within borrowings and translated into US dollars at
penod end rates of exchange Preference share dividends are included within finance costs

(v) Equity mstruments — Equity instruments i1ssued are recorded at the proceeds received, net of direct 1ssue
costs Equity instruments of the Company comprise its sterling-denominated 1ssued ordinary share capital and
related share premwum

As explained in Note 2(c), the presentational currency of the Group and the functional currency of the Company
ts US dollars, and ordinary share capital and share premium are translated into US dollars at historical rates of
exchange based on dates of 1ssue
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Notes to the Financial Statements continued

2 Pnncipal Accounting Policies continued

s} Other financial iInstruments continued

{vi) Dervative financial instruments — As explained on page 32 and in Note 21, the Group uses dernvative
financial Instruments to reduce exposure to foreign exchange, interest rate and commodity price movements
The Group does not use such denvative instrurnents for trading purposes The Group has not presently applied
the hedge accounting provisions of 1AS 39 "Financial Instruments Recognition and Measurement”

Accordingly derwvatives are imitially measured at cost (which may be nil} including transaction costs, and are
measured at subsequent reporting dates at farr value Gains and losses ansing from changes in farr value are
included in the mcome statement as follows

(I} gans and losses from commodity derivatives are recogrised in other operating income or expense,

() gans and losses from currency derivatives are recognised In net finance costs as part of exchange gains
or losses in the perod, and

{m} gains and losses from interest rate derivatives are recognised in net finance costs as part of interest
income or expense m the period

Dernvatves embedded in other financial instruments or other host contracts are treated as separate denvatives
when therr risks and charactenstics are not closely related to those of host contracts and the host contracts
are not carried at farr value Changes in farr value are reported in the income statement for the period The
treatment of embedded dervatives ansing from provisionally-priced commodity sales contracts 15 set out In
turther detail in Note 2(d) relating to turnover

3 Cntical Accounting Judgements and Key Sources of Estimation Uncertainty

Determinming many of the amounts included in the financial statements involves the use of judgement and/or
estimation These judgements and estimates are based on management’s best knowledge of the relevant facts
and circumstances, having regard to pnor experience, but actual results may differ frorm the amounts included in
the financial statements Information about such judgements and estimates 1s included In the principal accounting
policies in Note 2 or the other notes o the financial statements, and the key areas are set out below

a} Useful economic lives of property, plant and equipment and ore reserves estimates

As explained in Notes 1(c) and 2{), mining properties, including capitalised financing costs, are depreciated in
proportion to the volume of ore extracted in the year compared wath total proven and probable reserves at the
beginning of the year

There are numerous uncertainiies inherent in estimating ore reserves, and assumptons that were valid at the
time of estimation may change when new information becomes avalleble These include assumptions as to grade
esttmates and cut-off grades, recovery rates, commodity prices, exchange rates, production costs, capital costs,
processing and reclamation costs and discount rates The actual volume of ore extracted and any changes in
these assumptions could affect prospective depreciation rates and carrying values

The majornity of other items of property, plant and equipment are depreciated on a straight Iine basis over their
useful economic ives Managerment reviews the appropriateness of useful economic hves at least annually and,
again, any changes could affect prospective depreciation rates and asset carrying values

b} Imparment of assets

As explained in Note 2{)}, the Group reviews the carrying value of its intangible assets and property, plant and
equipment to determine whether there 1s any indication that those assets are impaired In making assessments
for impairment, assets that do not generate \ndependent cash flows are allocated to an appropnate cash
generating unit (“CGU"} The recoverable amount of those assets, or CGU, 1s measured at the higher of ther
fair value less costs to sell and value in use
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3 Crtical Accounting Judgements and Key Sources of Estimation Uncertainty continued

b} Imparment of assets continued

Management necessanly applies its judgement in allocating assets to CGUs, in estimating the probakility, timing
and value of undertying cash flows and in selecting appropriate discount rates to be appled within the value in
use calcufation Subsequent changes to CGU allocation or esttmates and assumptions in the value in use
calculation could impact the carrying value of the respective assets

c) Provisions for decommissioning and site restoration costs

As explained in Note 2{n}, provision 1s made, based on net present vatues, for decommissioning and site
rehabilitation costs as scon as the obligation anses following the development or ongoing production of a
rmining property The provision 1s based on a closure plan prepared with the assistance of external consuitants

Management uses its Judgement and expernence 1o provide for and {in the case of capitalised decommussioning
costs} amortise these estimated costs over the life of the mine The ultimate cost of decommissioning and site
rehabiitation cost 1s uncertain and cost estimates can vary In response 1o many factors including changes to
relevant legal requirements, the emergence of new restoration techmgues or experience at other mine sites
The expected timing and extent of expenditure can also change, for example In response to changes in ore
reserves or processing levels As a result, there could be sigmificant adjustments to the provisions established
which would affect future financial results

d} Post employment benefits

As explained in Note 2(p), the expected costs of severance indemnities relating to employee service during

the penod are charged to the income statement Any actuarial gains or losses, which can arse from differences
between expected and actual outcomes or changes in actuarial assumptions, are recogrused immediately within
operating cost in the income staternent

Assumptions In respect of the expected costs are set in consuitation with an independent actuary These
include the selection of the discount rate used, service lives and expected rates of salary increases While
management beheves the assumptions used are appropriate, a change (n the assumptions used would impact
the earnings of the Group

e} Deferred taxation

As explained in Note 2{mi, deferred tax s not provided for future tax payable on undistnbuted earnings wheie
the Group i1s able to control the remittance of profits and it is probable that there will be no remittance of past
profits earned In the foreseeable future

Management uses its judgement in estimating the probability of such remittances These are based on

Group forecasts and include assumptions as to future profits and cash flows (which depend on several factors
including commodity prices, operating costs, production levels, capital expenditures, interest costs, debt
repayment and tax rates) and cash requirements {which may alsc depend on several factors including future
dividend levels) A change in the assumptions used or In the estimate as to the probability that past profits
will be remitted would impact the deferred tax charge and balance sheet provision
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Notes to the Financial Statements continued

4 Revenue and Total Profit from Operations and Associates
An analysis of the Group's total revenue 1s as follows

2006 2005

ussm Usim

Sales of goods 37707 23580
Rendering of services 993 873
Group turnover 38700 24453
QOther operating iIncome 103 54
Investment income 783 387
Total revenue 39586 2,430 4

Operating profit from subsidianes and joint ventures and total profit from operations and associates 1s denived
from Group turnover by deducting operating costs as follows

2006 2005

US$m USEm

Turnover 38700 24453
Cost of sales (805 1) {685 8)
Gross profit 3,064 ¢ 17597
Administrative expenses (152 8} (1320
Closure provision {0 6) 34
Severance charges (77 39
Exploration costs {215) (22 4}
QOther operating Income 103 54
Other operating expenses 88 7) (103 8)
Operating profit from subsidianies and joint ventures 2,8041 1,506 4
Share of iIncome from associate i1 09
Total profit from operations and asscciates 2,805 2 1,507 3
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5 Segment Information

Based on nsks and reiurns, the Directors consider the primary reporting format 1s by business segment and
the secondary reporuing format 1s by geographscal segment The Group considers its business segments to be
Los Pelambres, El Tesoro, Michilta, Exploration, Raillway and other transport services and the Water concession
Corporate and other items prnncipally relate to costs incurred by the Company and Antofagasta Minerals S A,
the Group's mining corporate centre, but which are not allocated to any individual business segment The
classification reflects the Group’s management structure The amounts presented for each business segment
exclude any amounts relating to the investment in Antofagasta Terminal Internacional S A, an associate which
15 held through the Rallway and other transport services segment

a) Primary reporting format - by business segment
) Turnover, EBITDA and operating profit/{loss) from subsidiaries and joint ventures anatysed by business segrment

Operating profit/lloss)
from subsidiaries

Turnover EBITDA and joint ventures

2006 2005 20086 2005 2006 2005

US$m USsm US$m US$m US$m UsSsm

Los Pelambres 2,701 3 1,749 8 2,297 0 14205 2,2237 1,350 4

El Tesoro 664 8 3722 456 0 2032 4089 1729

Michilla 3349 1771 158 4 16 3 1455 (31 1)

Exploration - - {215) (22 4) {215) {22 4)

Corporate and other items - - (168} (15 6} (17 6} {15 9)

Mining 37010 22991 2,8730 1.6020 2,740C 1,453 9

Raitway and other transport services 1053 825 429 382 3286 274

Water concession 637 537 414 339 35 251
Group turnover (segment revenue),
EBITDA and operating profit from

subsidiaries and joint ventures
{segment result) 38700 2,445 3 2,957 3 1.6741 28041 1,506 4

Segment result 1s reconctled to profit for the financial year as follows

2006 2005

us$m US$m

Segment result 2,804 1 1,506 4
Share of income from associate 11 09
Total profit from operations and associates 2,805 2 1,507 3
Net finance ncorne 538 290
Profit before tax 28590 16363
Income tax expense (664 9) {308 1)
Profit for the financial year (including amounts attributable to minority interests} 2,1941 1,228 2

Notes to turnover by business segment (segment revenuel

1) Turnover by business segment equates to segment revenue as defined by IAS 14 Turnover from Raibway
and other transport services I1s stated after eliminating inter-segmental sales to the mining dmision of
US4$9 6 million (2005 — US$8 8 million) Inter-segmental sales provided by Railway and other transport
services are charged at amounts equal to competitive market prices for external sales of similar services

i} Turnover includes the effect of both final pricing and mark-to-market adjustments to prowvisionally priced
sales of copper and molybdenum concentrates and copper cathodes Further details of such adjustments
are given In Note 21(b)
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Notes to the Financial Statements continued

a)
)

v)

v)

Segment Information continued

Primary reporting format — by business segment continued

Turnover does not include the effect of gains and losses on commodity denvatives, which are included as
part of operaung profit In other operating iIncome or expense Further details of such gams or losses are
given In Note 21(c}

Los Pelambres produces and selis copper and molybdenum concentrates [t 15 also credited for the gold
and sitver content In the copper concentrate 1t sells Turnover by type of metal is analysed in the table
below to show separately the amounts prior to deduction of tolling charges, the tolling charges incurred
and the net amounts included in turnover El Tesoro and Michilla do not generate by-products from their
copper cathode operations

On a Group basis, total copper revenues amounted to US$3,144 7 milhon (2005 - US$1,713 4 million)
comprising copper concentrate sales at Los Pelambres of US$2,145 0 million (2005 — US$1,164 1 million)
and copper cathode sales at El Tescro and Michilla of US$999 7 mulhion (2005 - US$549 3 million)

Notes to EBITDA and aperating profit/{loss) from subsidiaries and joint ventures {segment result)

vi)

Vi)

v}

1X)

Operating profit for the separate businesses equates to segment result as defined by IAS 14 This excludes
the share of income from associate of US$1 1 mulhion {2005 - US$0 9 mullion}

EBITDA 15 calculated by adding back depreciation, amortisation and disposals of plant, property and
equipment and impairment charges to operating profit from subsidianes and joint ventures

EBITDA and operating profit are stated after deducting losses on commodity derivatives {(including both
losses realised in each penod and period-end mark-to-market adjustments) at El Tesoro of US$44 8 million
{2005 ~ US$24 8 mullion) and Michilla of US$39 7 million (2005 - US$43 8 million) Further details are given in
Note 21{c}

Operating profit in 2005 15 also stated after deducting an imparrment charge against the carrying value of
property, plant and equipment at Michilla of US$30 0 millon There was no comparable impairment charge
{see Note 13) in the year ended 31 December 2006

Turnover at Los Pelambres by mineral

Before deducting Net of
tolling charges Tolling charges tolling charges

2006 2005 2006 2005 2006 2005
ussm Usgm US$m US$m Us$m UsSsm
Copper 2,3390 1,331 0 (2540) (166 9) 2,1450 1,164 1
Molybdenum 5364 588 4 {22 6) {25 6) 5138 5628
Gold and stiver 431 234 {0 6) 05} 425 229
Los Pelambres 2,9785 1,942 8 {277 2 {193 0} 2,701 3 17498
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5 Segment Information continved

a) Prnmary reporting format - by business segment continued
(n) Depreciation and arnortisation, loss on disposal of property, plant and equipmeni and impairment charges

by business segment

Depreciation

and amortisatton Loss on disposals Impairment charge
2006 2005 2006 2005 2006 2005
UsS$m Ussm Us$m Us$m US$m USsm
Los Pelambres (72 8) {66 6) 05) (3 5} - -
El Tesoro (43 4} {29 1) 27 12 - -
Michilla (10 4} {138 {2 5) (3 6) - {30 0)
Corporate and other items (03) {03 (04 - - -
Mining (126 9) {109 8) (61) 83 - {30 0}
Railway and other transport services (8 4) {95 {19} (13) - -
Water concession {97) 87 {02) on - -
{145 0} (128 O} (82) 97 - {30 0

{m} Other non-cash expenses by business segment

Total other

Severance Closure non-cash expenses
2006 2005 2006 2005 2006 2005
US$m USsm US$m US$m US$m US$m
Los Pelambres (10} i on 39 1n 22
El Tesoro (23) 0 8) (03} 04 {2 6) 12
Michilla (09 06 (01} - (10 06
Corporate and other tems {10} 06} - - (10) {0 6)
Mining {5 2) (25) {0 5) 35 (57 i0
Raillway and other transport services {2 5) 12 - - {25) {12)
Water concession - 02 {1} @ 1) @n 03)
{77} 39 (¢ 6) 34 {83) 05)

(v) Capital expenditure, assets and Labilities by business segment

Capital expenditure

Segment assets

Segment habihties

Segment net assets

2006 2005 2006 2005 2006 2005 2006 2005
USSm USEm UsS$m Us$m US$m UStm US$m Ussm
Los Pelambres 4635 107 4 2,103 4 16482 {1255) (72 5) 19779 15757
El Tesoro 163 396 5918 3926 (533 {56 5} 5385 3361
Michilla 77 187 745 616 (24 8) {47 5} 497 141
Corparate and
other items 205 16 145 8 86 {123) (11 4} 1335 29
Mining 508 0 1613 29155 21108 (2159) {187 9} 2,699 6 19230
Railway and other
transport services 252 232 158 8 1338 {25 2} 21 7) 1336 1121
Water concession 58 18 1817 1999 (9 1) {7 5) 1726 1924
5350 1863 3,256 0 244486 {250 2) {217 1} 30058 2,227 5
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Notes to the Financial Statements continued

5 Segment information continued

a} Pnmary reporting format — by business segment continued
Segment assets and liabilities are reconciled to entity assets and habilities through unallocated items as follows

Segment assets Segment liabilities Segment net assets

2006 2005 2006 2005 2006 2005

USsm USgm Ussm USsm US$m USsm

Segment assets/{habilities) 3,2560 2,444 6 {250 2) 2171} 3,005 8 22275
Investment property 32 34 - - 32 34
Investment In associate 35 28 - - 35 28
Available for sale investments 62 01 - - 62 01

Deterred tax assets/lliabilities) 31 66 (3232) 1225 5} {320 1) (218 9}

Current tax assetsfhabilites) 75 53 {204 8) {108 7} {197 3) {103 4)
Cash and cash equivalents/iborrowings) 1.8055 1,316 8 (3587) {465 3} 1446 8 8515
Entity assets/(habilities) 50850 37796 (1,136 9) (1,016 6} 3,948 1 2,763 0

Notes to segment assets, iabiities and capital expenditure

1 Segment assets are operating assets and at 31 December 2006 comprise the intangible assets of
US%$205 3 million {2005 — US$97 7 million), property, plant and equipment of US$2,373 7 million (2005 -
US$1,820 0 million}, inventonies of US$120 3 mullien (2005 - US$98 8 milbon), trade and other recevables
of US$549 4 million (2005 — US$428 1 million), and denvative financial instruments relating to commodities
of US%7 3 million {2005 — !}

I Segment labilities are operating llabilities and at 31 December 2006 comprise dernvative financial instruments
principally relating to commodities of nil (2005 — US$40 3 mullion), trade and other payables of US$216 3 milion
{2005 - US$146 4 mullion), post retirement benefits of US$24 1 million {2005 — US$20 6 mullion) and other
long-term provisions of US$9 8 million (2005 - US$9 8 mullion}

m) Capnal expenditure represents purchase of property, plant and equipment and 1s stated on an accruals basis
and may therefore differ from the amount included in the cash flow Capital expenditure 1s analysed by
category of asset in Note 13

) Assets and habilities of Tethyan Copper Company Limited (see Note 27) have been inciuded within
Corporate and other items

bl Secondary reportting format - by geographical segment
{1 Geographical analysis of turnover by location of customer

2006 2005
US$m Ussm

Europe
- United Kingdom 81 342
- Switzerland 3965 148 4
- Rest of Europe 8771 5272
Latin America
- Chile 407 5 3266
- Rest of Latin America 1652 878
North America 4727 4713
Asia Pacific
- Japan 1,008 2 4259
- Rest of Asia 5347 4239

38700 24453
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5 Segment Information continued

b} Secondary reporting format — by geographical segment continued
(1 Geographical analysis of segment assets, segrnent habilites and capital expenditure by location of assets

and habitities
Segment assets Segment liabilities Segment net assets Capital expenditure
2006 2005 2006 2005 2006 2005 2006 2005
UsSsm Ussm Ussm UsSsm Ussm USérn US$m USsm
Chile 3,0301 24195 243 8) (214 6) 2,7863 2,204 9 5299 1819
Bolivia 302 243 {4 6) {2 6) 256 218 83 44
Qther 1957 08 {18) = 1939 08 08 -
3,256 0 2,444 6 {250 2) (217 1} 3,0058 2,2275 5390 186 3

Segment assets and segment latiities are reconciled to entity assets and liabihities in Note 5(a)(iv)

6 Profit for the Year
Profit for the year 13 stated after crediungf{charging)

2006 2005
UsSsm UsSsm
Net foreign exchange gains
—ncluded in net finance costs 16 133
= included in Income tax expense 24 202
Amortisation of intangible asset included in cost of sales (40) (3 4)
Depreciation of plant, property and equipment
- owned assets {135 7} {121 5}
- assets held under finance leases (0 4) {0 6}
- assets held under concession (4 9) {2 5}
!
Loss on disposal of plant, property and equipment (8 2) 97
Impairment of plant, property and equipment - 30 0)
Cost of inventories recognised as expanse {573 1) 486 8)
Employee benefit expense (108 1) 194 7
Auditors remuneration
~ audit seraces (0 6) {0 4)
- non-audit services 01N 0 4}

Impairment charges (and the unwinding of these amounts) are included in other operating profits

The amounts disclosed above in relation to auditors’ remuneration include fees payable to Deloitte & Touche LLP
and its associates by the Group including UK and overseas subsidiaries Fees paid for audit services to Deloitte &
Touche LLP by the Company and its UK subsidiaries in 2006 were US$0 2 milhon {2005 - US$0 1 mullion) Fees
pad for non-audit services to Deloitte & Touche LLP by the Company in 2006 were less than US$0 1 million
{2005 - US$0 2 mulhon), which related to the IFRS restatement and review There were no fees paid for
non-audit services by the Group's other UK subsidiaries in either 2005 or 2006
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6 Profit for the Year continued
A more detalled analysis of auditors’ remuneration on a worldwide basis 1s provided helow

2006 2005
Us$000 US3000

Statutory audit

- Antofagasta plc Annual Report (351) {213)
- Subsidiary entriies {263) {142}
(614) {355}
Non-audit services
- IFRS restatement and review - {365}
- Tax services (17) {22}
—|AS 32/39 impiementation advice (1) {27}
- Other consultancy services {24) -
(666) {769}

7 Employee Benefit Expense

a} Average number of employees

The average number of employees, including any Executive Directors but excluding associates employees, was
as follows

2006 2005
MNumber Number
Los Pelambres 590 567
El Tesoro 442 430
Michilta 396 374
Exploration 24 26
Corporate and other
- Chile 85 75
- United Kingdom [ 4
- Other 18 -
Miring 1,561 1476
Raillway and other transport services 1.341 1,377
Water concession 237 233
3,138 3,086

The average number of employees for the year includes all the employees of subsidianes and the Group’s share
of employees of 10inily controlled entities The average number of employees does not include contractors wha
are not directly employed by the Group
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7 Employee Benefit Expense continued

h) Aggregate remuneration
The aggregate remuneration of the employees included in the table above was as follows

2006 2008

us$m USsm

Wages and salaries {97 8) 88 7)
Social security costs (2 6} (21}
Post-employment benefits - severance charge in the year 77 {3 8}
(108 1) 94 7)

c) Key management personnel

In accordance with I1AS 24, key management personnel are those persons having authonty and responsibility
for planming, directing and controling the activities of the Group, directly or indirectly, including any Director
{Executive and Non-Executive) of the Company

Compensation for key management personnel (including Directors) was as follows

2006 2005

ussm ussm

Salaries and short-term employee benefits 49 42
Post-employment benefits - severance charge in the year 01 01
50 43

Disclosures on Directors’ remuneration required by Schedule 7A of the Companies Act 1985 including those
specified for audit by that Schedule are included in the Report on Remuneration and Related Matters an
pages 70 to 73

8 Net Finance Income
Net finance income was as follows

2008 2005
US$m Ussm

Investment income
Interest recevable 783 397

Interest expense

Interest payable {24 6) (23 8)
Amorusation of deferred finance costs {0 4} 04
Discount charge relating 10 provisions {12} {16)
Preference dividends (02} 02
(26 4) (26 0

Other finance items
Mark-to-rmarket effect of dervatives 03 20
Foresgn exchange 16 133
19 53
Net finance income 538 290

There was no interest capitalised in either year
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9 Tax
2006 2005
Ussm ussm
Current tax charge
- Corporate tax (pnncipatly first category tax in Chile} {474 2) (296 6)
- Mirung tax (Royalty) (58 5) -
- Withholding tax provision {619} {8 6)
— Exchange gains on corporate tax balances 24 202

{692 2} (285 0)

Deferred tax charge

- Corporate tax {prncipally first category tax in Chile} {(24) 287
- Mining tax (Rovalty) 19 {0 5}
— Withholding tax provision (722) 513

{(727) 23 1)
Tota! tax charge {Income tax expense) {664 9) {308 1)

The current tax charge of US$592 2 mullion (2005 ~ US$285 0 mithon) compnses Chilean taxes of US$592 1 million
(2005 - US$284 6 million) and other overseas taxes of US$0 1 rmullhon (2005 - USEO 4 millien)

Current tax 1s based on 1axable profit for the year Deferred tax i1s the tax expected to be payable or recoverable
on temporary differences (| e differences between the carrying amount of assets and liabilittes in the financial
statements and the corresponding tax basis used in the computation of taxable profitt Deferred tax 1s accounted
for using the balance sheet habihty method and 15 prowvided on all temporary differences with certain imited
exceptions The Group incurs withholding taxes on the remittance of profits from Chile and the other countries
n which 1t operates and deferred tax 1s provided on undistnbuted earnings to the extent that rermittance 1s
probable in the foreseeable future

The rate of first category (i e corporation) tax (n Chile was 17% for both 2006 and 2005 Dunng 2005, new tax
iegislation on Chilean mining companies was passed into law with effect from 1 January 2006 This legislation
sets an additional tax of up to 5% of tax-adjusted operating profit, with the option for miming companies to elect
for a lower rate of 4% by entening nto a tax stability regime for a period of 12 years, after which the rate of

5% will apply For 2006 and 2007, 50% of the new mining tax can be offset against first category tax and the
remaining 50% Is tax deductible (| e an allowable expense In determiming liability to first category tax} From
2008, when the ability to offset will no longer be available, 100% of the new miming tax will be tax deductible
Los Pelambres, El Tesoro and Michilla opted to enter into this new tax stability agreement dunng 2005, and
hence the effect of the legislatton 1s to increase the effective tax rate of these three operations (before taking
into account deductibility against corporation tax) by approximately 2% n 2006 and 2007 and 4% thereafter

In addition to first category tax and the new mining tax, the Group incurs withholding taxes on the remittance

of profits from Chile Withholding tax 1s levied on remittances of profits from Chile at 35% less first category tax
already pad Accordingly, the effective tax rate of withholding tax for the purpase of paying dvidends to Group
shareholders 1s approximately 18% of the amount remitted or expected to be rermitted
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9 Tax continued

The effective tax rate for the year was 23 3% in 2006 and 20 1% n 2005, compared with the Chilean statutory

tax rate of 17 0% The differences are explained below

2006 2005
USS$m % Ussm %
Profit hefore tax 2,8580 1,636 3
Tax at the Chilean corporate tax rate of 17% (2005 - 17%) (486 0) 170 (261 2) 170
Tax eftect of share of results of associate (02) - 01} -
Deferred tax assets not recognised in the year (30) 01 (59) 04
Tax effect of items not deductible in generating taxable profit
{principally exploration costs and certain corporate costs) 126 {0 4) o7n 01
Royalty {56 &) 20 {0 5) -
Withho!ding taxes provided In year (134 1) 47 {59 9) 39
Exchange differences 24 [{UN} 202 13
Tax expense and effective tax rate for the year (664 9) 233 (308 1) 201
10 Earnings Per Share
2006 2005
Ussm USsm
Profit far the year attributable to equity holders of the Company {Net earnings) 1,3543 7258
2006 2005
Number Number
[restated)

Ordinary shares in1ssue throughout each year

985,856,695 985,856,695

2006 2005

cents cents

{restated)

Basic earnings per share 137 4 736

Basic earnings per share I1s calculated as profit after tax and minonty interest, based on 985,856,695 ordinary
shares, being the number of ordinary shares following the 4-for-1 bonus ssue on 19 June 2006 (see Note 25}
Comparative amounts for basic earnings per share have been restated for the effects of the issue bonus

There was no potential dilution of earnings per share in either year set out above, and therefore diluted earnings
per share did not differ from basic earnings per share as disclosed above

11 Dmidends
Amounts recegnised as distributions to equity holders in the period
2006 2005
2006 2005 US cents US cents
ussm USEm per share per share
Final dwidend paid in June {proposed In refation to the previous year) {restated)
- ordinary 473 473 48 48
- special 1380 789 140 80
1853 1262 188 128
Intertm dradend pard 1n October
- ordinary 318 315 32 32
- special 197 - 20 -
513 315 52 32
2366 1577 240 160

Antofagasta ple Annual Report and Financial Statements 2008

89




Notes to the Financial Statements contnued

11 Dwvidends continued

The proposed final dividend for each year, which is subject to approval by shareholders at the Annual General
Meeting and has therefore not been included as a liability in this finanoial statements, 1s as follows

2006 2005

2006 2005 US cents US cemts

UsS$m Ussm per share per share

Final dividend proposed in retation to the year {restated)
— ardinary 493 473 50 48
- special 3746 1380 380 140
4239 1853 430 188

Dividends per share have been restated for the effect of the 4-for-1 bonus 1ssue on 19 June 2006

This gives total ordinary dividends proposed 1n relation to 2006 (including the intenm dividend) of US 48 2 cents
per share or US$475 2 millton {2005 - restated US 22 Q cents per share or US$216 9 million)

In accordance with IAS 32, preference dividends for 2006 have been included within interest expense
(see Note 8) and amounted to US$0 2 milhon (2005 - US$0 2 mullion)

Further details relating to dvidends for each year are given in the Report of the Directors on page 59

12 Intangtble Assets

Total Total
Concession Exploration intangible intangble
nght licences assets assets
2008 2006 20086 2005
uss$m USsm usSsm US$m
Cost
Balance at the beginning of the year 105 1 - 1051 965
Acquisition {see Note 27) - 2300 2300 -
Disposal {see Nota 28) - {115 0} {115 0} -
Foreign currency exchange difference {38) - (3 8} 86
Balance at the end of the year 1013 1150 2163 1051
Amortisation
Balance at the beginning of the year (7 4) - (7 4} (33
Charge of the year (40) - {4 0} (34
Forewgn currancy exchange difference 04 - 04 07
Balance at the end of the year {110) - {110} (7 4)
Carrying amount
Balance at the end of the year 903 1150 2053 977

The concession right relates to the 30-year concession to operate the water nghts and facilities in the
Antofagasta Region of Chile which the Group's wholly-owned subsidiary, Aguas de Antofagasta S A, acquired in
December 2003 This intangible asset 1s being amortised on a straight-ine basis over the hfe of the concession
{see Note 32)

The exploration licences relate to the Group's proportionate share of the full unencumbered value attnbuted

to the interest in exploration hicences held by Tethyan Copper Company Limited in Pakistan {see Note 27) This
intangible asset will be amortised in accordance with the Group’s policy for mining properties as set out In
Note 2{)i1) when the related mining properties enter into production
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13 Property, Plant and Equipment

Land and  Buildings Wagons Machinery, Assets
miming  and infra- Railway and rolling equtpment under
property  structure track stock and others  construction Total
Ussm USsSm ussm US$m UsSsm US$m USSm
Cost
At 1 January 2005 4505 1,054 2 360 659 836 1 737 25164
Additions g5 14 - 51 (18 1811 1863
Reclassifications 56 184 28 28 1740 (47 5) {0 8)
Asset disposals (23) {38 09} {40} {131 17 51 {41 6}
Foreign currency
exchange difference 04 62 01 10 06 en 82
At 31 December 2005
and 1 January 2006 454 7 10764 380 709 8388 1897 26685
Acquisitions (see Note 27) 1709 - - - 07 - 1716
Additions 80 45 - 25 130 5110 5390
Reclassifications 25 569 16 33 1524 {216 7) -
Asset disposals o1 (2 8} - (2 4) 71 (20} (14 4)
Disposal {see Note 28) 4 3) - - - 04) - 47
Foreign currency
exchange difference o1 (301 - {0 4) 02) {01) (3 6)
At 31 December 2006 6318 1,1320 396 739 997 2 4819 33564
Accumulated depreciation and impasrment
At 1 January 2005 {86 3) 231 6) (53 307 {366 4) - {720 3)
Charge for the year {181) (392) (12 (68 0) (60 1) - {124 8)
Imparment loss {05} {76) - - 117 9} 40 {30 0)
Asset disposals 10 37 01 34 196 - 278
Foreign currency
exchange difference - 08 - (05) 01 - {14}
At 31 December 2005
and 1 January 2006 {103 9) {275 5) (6 4) 33 8} {424 9) 40 (848 5)
Charge for the year (28 6) {438) 01 6 0} 627 - {141 0}
Reclassification - {05) - - 05 - -
Assets disposals - 01 - 15 46 - 62
Foreign currency
exchange difference - 04 - 01 01 - 06
At 31 December 2006 {132 5) {319 3) {6 3} (38 2) 1482 4} 40) (9827)
Net book value
At 31 December 2006 499 3 8127 333 357 5148 4779 2,37137
At 31 Dacemnber 2005 3508 80089 316 371 4139 1857 18200
Assets under finance leases included 1n the totals above
Net book value
At 31 December 2006 - - - - 19 - 19
At 31 December 2005 - - - - 46 - 46

The net book value of assets under concession at 31 December 2006 was US$63 0 million {2005 - US$66 6 million)
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13 Property, Plant and Equipment continued

During 2005 an impawrment loss of US$30 0 miflion arose as a result of a wnte-down of property, plant and
equipment at Michilla The impairment provision was reviewed following the completion of a revised mune plan
i the current year and a provision of US$25 0 million retained The recoverable amounts in the imparment
review were determined by a value in use calculation prepared using management’s current estimates as to
production, copper prices and cash costs in an eventual revised rmine plan, and based on expected mine closure
in 2009 The calculation used a pre-tax discount rate of 12 5% to reflect nisks not reflected in the underlying
cash flows including the possibility of future reduced production

The Group has not pledged any rtems of property, plant and equipment at the end of either 2006 or 2005

At 31 December 2006 the Group had entered into contractual commutments for the acquisition of property, plant
and equipment amounting to US$385 7 million (2005 — US$289 8 milkion} Commitments at 31 December 2006
included US$196 6 million relating to the Esperanza project, US$142 0 mullion relating to the Mauro tallings dam
project and US$19 8 million relating t¢ the plant expansion project at Los Pelambres

Compensaticn from insurance companies related to property, plant and equipment included in the conseolidated
Income statement was USS0 1 million in 2006 {2005 — US$0 5 million}

14 Investment Property

2006 2005 !
Cost USsm US$m |
|
Balance at the beginring of the year 34 32
Foreign currency exchange difference 02) 02 '
Balance at the end of the year 32 34

Investment property represents the Group's forestry properties, whech are held for long-term potential and
accordingly classified as investment property and held at cost as permiited by IAS 40

The far value of the Group’s investment property at 31 December 2006 was US$11 0 rillion {2005 -

US$11 0 million} This has been arrived at on the basis of an independent valuation carned out durnng 2005 by
Forestal TerraSur Ltda , who are not connected wiih the Group The valuation was arrived at by reference to
market evidence of transaction prnices for similar properties

Direct operating expenses [principally on-going maintenance costs) arising on these properttes amounted to
US$E0 2 milion (2005 ~ US$0 1 million)
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15 Investments in Subsidiaries

The principal subsidianes of the Group and the percentage of equity owned are set out below These interests
are consolidated within these financial statements The Group has restricted the information to its principal
subsidiaries as full compliance with section 231(5) of the Compames Act 1985 would result in a statement of

excessive length

Country of  Country of Nature of  Economic
INCOTpOration  GPeratons business interest
Direct subsidianes of the Parent Company
Antofagasta Raitway Company plc Great Bntatn Chile Rallway 100%
Minera Anaconda Peru S A Peru Peru Mining 100%
Chilean Northern Mines Limited Great Bntamn Chile Investment 100%
Indirect subsidiaries of the Parent Company
Antofagasta Minerals S A Chile Chile Mining 100%
Minera Los Pelambres Chite Chile Mining 60%
Minera El Tesoro Chile Chile Mining 100%
Minera Michitla § A Chile Chile Mining 74 2%
Equatonal Mming Limited Australia Chile Mining 100%
Aguas de Antofagasta S A Chile Chile  Water distnbution 100%
Servicios de Transportes Integrados Limitada Chile Chile Road transport 100%
Empresa Ferroviaria Andina 5 A Bolivia Bolwa Raihway 50%
Forestal S A Chile Chile Forestry 100%

The Group exercises management control over and has the nght to appomnt the majonty of the board of
Empresa Ferroviania Andina § A Accordingly, this investment 15 treated as a subsidiary and 1s consolidated in

these Group financial statements

16 Investment in Associate

2008 2005
USsm Ussm
Balance at the beginming of the year 28 29
Share of profit before tax 13 11
Share of tax {0 2} 02}
Share of ncome from associate 11 049
Dividends received (0 4) (10
Balance at the end of the year 35 28
The investment in associate refers to the Group’s 30% interest in Antofagasta Terminal Internacional S A
{"ATI"}, which operates a concession 1o manage installations in the port of Antofagasta
The Group's share of the summarised finangial information of ATI, which 1s unlisted, 1s as follows
2006 2005
USSm ussm
Total assets (net of far value adjustments) 48 81
Total iabilities {13) {53)
Turnover 57 51
Profit after tax and minornties 11 09
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17 Joint Venture Agreements

a) Cordillera de las Minas S A

The Group had a joint venture agreement, entered into during 2002, with Companhia Vale do Rio Doce {“CVRD")
of Brazil, with the objective of developing rmineral exploration activities in a defined area of interest in Southern
Peru Under the jomnt venture agreement, the Group transferred its miming nghts in the area of interest into
Cordillera de Las Minas S A {("CMSA") CVRD committed to invest US$6 7 milhon in mineral exploraton in

the area of interest between 2002 to 2005, and in exchange the Group granted CVRD an option 1o increase its
interest to 50% The jont venture agreement also provides for equal participation by the Group and CVRD n sts
managerment and operation

As explained in Note 2{g}, the Group's policy I1s to expense and not capitalise exploration as incurred, and
therefore the contribution of mining properties under the joint venture agreement by the Group, the contnbution
of funds by CVRD and subsequent exploration expenditure under the joint venture agreement has no effect on
the Group's profit and loss, cash flows or balance sheet

As explained in Note 36, on 2 March 2007 the Group agreed to sell its 50% interest in CMSA to Panoro Minerals
Limited (' Panoro”), a company listed on the TSX Venture Exchange The Group’s share of the consideration
comprises USE6 0 million plus six million common shares n Panoro The agreement I1s subject to a number of
conditicns Including financing by Panorc and regulatory approvals Subject to these conditions being met, closing
1s expected to occur by June 2007

b} Tethyan Copper Company Limited
As explamned in Note 27(a), on 20 April 2006 the Group acquired 100% of the 1ssued share capital of Tethyan
Copper Company Limited {“Tethyan") for cash consideration {including transaction costs) of US$170 4 million

On 22 September 2006 the Group entered into a joint venture agreement with Barrick Gold Corporation
("Barnck Gold”), to estabhsh a 50 50 joint venture in relation to Tethyan's mineral interests in Pakistan Further
details of the part-disposal of Tethyan to Barnck Gold to give effect to the joint venture are set out in Note 28{a)

Tethyan 15 wholly engaged in mineral exploration activities and did not generate any revenue in the penod before
or after acquisition by the Group The operating loss generated by Tethyan for the penod since acquisition was
US$5 3 million, which relates manly to exploration costs expensed in accordance with the Group's accounting
policy Thus includes US$3 3 million dunng the period for which Tethyan was wholly-owned by the Group and
US%$2 0 rullton under the proportionate consolidation method during the penod after which the joint venture
with Barrick Gold was established

The following amounts represent the Group’s 50% share of the assets and liabilities, and results of the jointly
controlled entity, and are included In the censclidated balance sheet and in the consohdated income statement
of the Group under the proportionate consohdation method

2006
Ussm
Tatal non-current assets 1157
Total current assets 26
Total current habiities 09
Total non-current habilities on
Group's share of jointly controlled entity’s net assets 117 2
Operating loss (2 0}
Net finance profit 20

Group's share of jointly controlled entity’s results -
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18 Inventones

2006 2005

USSm US$m

Raw matenals and consumables 366 328
Work in progress 686 451
Fimshed goods 151 208
1203 988

Work in progress includes US$25 3 mullion related to high carbonate ore inventones at El Tesoro which are
expected to be processed more than twelve months after the balance sheet date

19 Financial Assets
The Group's financial assets were as follows

2006 2005
Ussm USsm
Non-current assets
Available for sale investments 62 01
Current assets
Trade and other receivables 5494 4281
Dernwvative financial instruments 73 -
Cash and cash equivalents 18055 1,316 8

2,368 4 1,745 0

The fair value of each category of financral asset disclosed above 1s not materially different from the carrying
values presented for either 2006 or 2005

a) Avallable for sale investments
Avallable for sale investments represent those investments which are not subsidianies, associates or joint
ventures and are not held for trading purposes

The movement in avallable for sale assets during the year was as follows

2006 2005

US$m USsm

Balance at the beginring of the year 01 o1
Acquisition (see Note 27) 58 —
Movemnents in fair valug 05 -
Balance at the end of the year 62 01

The balance at 31 December 2006 includes US$6 1 milhon related to the investment in Mercator Minerals Lid
shares, acquired at fair value of USSS5 6 million through the acquisitten of Equatonial Mining Limited on 24 August
2006 The mark-io-market gain in respect of these shares in the balance sheet at the end of the year was
US$0 5 mitlion

The farr value of the remaining availlable for sale investments of US$0 1 mulion (2005 - US$0 1 million) held by
the Group are mainly Chilean-peso denomnated and did not differ matenally from cost at either year end
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19 Financial Assets continued
b} Trade and other recevables

Due 1n one year Due after one year Total
2006 2005 2006 2006 2006 2005
USsm Ussm UsS$m Us$m US$m Ussm
Trade debtors 4255 3113 05 04 426 0 3117
QOther debtors 846 973 388 191 1234 1164
5101 408 6 393 195 549 4 428 1

There 15 no significant concentration of credit risk with respect to trade recevables as the exposure 1s spread
over a large number of customers The average credit perrod given on sale of goods and rendering of service 1s
52 days There 1s no material element which 15 interest-bearing and there were no materal provisions against
debtors at the end of either 2006 or 2005 Trade debtors include mark-to-market adjustments in respect of
provisicnally priced sales of copper and molybdenum concentrates which remain open as to final pricing
Further detalls of these adjustments are given in Note 21(b}

Other debtors include US$28 9 million (2005 - USE39 4 million) relating to prepayments for the purchase of
property, plant and equipment and US$12 9 million {2005 - US$21 9 milion) of Chilean VAT relating to the
acquisition of the water concession In 2003

c) Denvative financial instruments
Amounts receivable m respect of dernvative financial instruments at 31 December 2006 were USS$7 3 million
(2005 - nil), and relate to the mark-tc-market of denivative financial instruments as explained in Note 21{c}

d} Cash and cash equivalents

Cash and cash equivalents comprse cash on hand, deposits held on call with banks and highty iquid investments
that are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes
n value

Cash and cash equivalents had a matunity period of three months or less from the date of acquisition at both

31 December 2006 and 31 Decernber 2005, and carned floatng rates of interest The fair value of cash and cash
equivalents 1s not matenally different to the carrying vatues presented The credit risk on cash and cash
equivalents 1s hmited because the counterparties are banks with high credit ratings assigned by international
credit-rating agencies

The currency exposure of cash and cash equivalents was as follows

2006 2005

US$m US$m

US dollars 16833 120156
Chilean pesos 998 2289
Cther 217 01
Euro 01 20
Sterling 06 03

18055 1,316 8

Other cash and cash equivalents of US$21 7 million {2005 - US$0 1 million) mainly comprise Australtan dollars
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20 Financial Liabihties
The Group's financial labilites were as follows
Current Non-current Yotal
2006 2005 2006 2005 2006 2005
USsm UsSEm US$m USsm US$m USSsm
Borrowings (97 6) 97 2) {261 1) (3681) {358 7} {4865 3}
Denvative financial instruments - 40 3) - - - (40 3)
Trade and other payables {211 5) {142 9) {48) (35 {216 3) {146 4)
{309 1) {280 4) (265 9) {371 6) {575 0) 652 O)

The fair value of each category of financial liability disclosed above 15 not matenally different from the carrying
values presented for either 2006 or 2005

a}

Borrowings

Analysis by type of borrowing
Borrowings may be analysed by business segment and type as follows

2006 2005

Notes US$m US$m
Los Pelambres
Corporate loans 0] {305 3) (381 5)
Other loans {u} (9 5) (14 3)
El Tesoro
Corporate loans {m (27 9) (55 8)
Finance leases (V) 02 03
Michilta
Finance leases Y] {09} 12 6}
Railway and other transport services
Loans v (108} {72
Other
Preterence shares v an 38

(3587 {465 3}

{0

{n)

{m)

{v)

Corporate |oans at Los Pelambres are unsecured and US dollar denorminated The balance of US$305 3 milon
represents syndicated loans of US$306 7 million less deferred financing costs of US$1 4 million These
loans are repayable in serm-annual instalments with 4 years remaining and carry interest at approximately
LIBOR six-month rate plus 0 24%

Other loans at Los Pelambres represent a US dotlar denominated bank loan taken out i 2002 to refinance
the purchase of a power line at Los Pelambres The loan 1s unsecured and the balance 1s repayable in
semi-annual instalmenits over 2 remaming years and carries interest at LIBOR six-month rate plus 0 875%

Corporate loans at El Tesoro are unsecured and US dollar denominated The balance of US$27 9 mullion
represents outstanding loans of US$28 0 million less deferred financing costs of US$0 1 milion These
loans are repayable in sermi-annual instalments with 3 years remaining and carry interest at LIBOR
six-month rate plus 0 42%

Finance leases at El Tesoro and Michilla relate to equipment purchases and are US dollar denominated
These are generally fixed rate with interest rates ranging from 4 00% to 7 80% These loans are repayable
within 2 years
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20 Financial Liabilittes continued

al Borrowings continued

(v} Ralway loans include US dollar customer advances of US$5 7 million An interest rate of LIBOR plus 1 5%
Is payable on US$5 4 rmilhon of the loans and the remaining advances are interest free Euro-denominated
loans of USE1 2 million have a fixed rate of interest of 2% and are repayable over 2 years Dollar
denominated loans of US$3 9 million have a floating interest rate {Bolivian Reference Interest Rate Index)
plus 6 0%, and are repayable over 3 25 years

(viy The preference shares are sterling-dencminated and 1ssued by the Company There were 2,000,000 shares
of £1 each authonsed, 1ssued and fully paid at both 31 December 2006 and 31 December 2005

The preference shares are non-redeemable and are entitled to a fixed cumulative dividend of 5% per annum
On winding up they are entitled to repayment and any arrears of dividend in priority to ordinary shareholders,

but are not entitfed to participate further in any surplus Each preference share cames 100 votes (see Note 25)
in any general meeting of the Company

Analysis of borrowngs by currency
The exposure of the Group's borrowings to currency risk Is as follows

2006

Euros Sterling US dollars Total

At 31 December 2006 UsSsm USsm Ussm Us$m
Corporate loans - - {333 2) (333 2)
Other loans (12} - {19 1) 20 3)
Finance leases - - {11} 1n
Preference shares - {4 1) - an
12} (41) {353 4) (358 7)

2005

Euros Sterling US dollars Total

At 31 December 2005 US$m Us$m USsm US$m
Corporate loans - - 437 3} {437 3)
Other loans {17) - (19 8} {2156}
Finance leases - - (28} 29)
Preference shares - 36) - (3 B)
{17 (36 460 0} (465 3}
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20 Financial Liabihties continued

al Borrowings continued
Analysis of borrowings by type of interest rate

The exposure of the Group’s borrowings to interest rate nsk 1s as follows

Interest 2006

Fixed Floating free Total

At 31 December 2006 USsm USsm US$m USsSm
Corporate loans - {3332 - (333 2}
Other loans {12} {18 8) {0 3) {20 3)
Finance leases (11} - - (11)
Preference shares {41) - - {4 1)
{6 4) {352 0} (0 3) {358 7)

Interest 2005

Fixed Floating frae Total

At 31 December 2005 UStm USEm USEm Usgm
Corporate loans - {437 3} - {437 3)
Other loans (18) {19 &} 01} {21 5)
Finance leases 29 - - 129
Preference shares (36) - - i36)
83} {456 9) 01 (465 3)
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20 Financial Liabilities continued

a) Borrowings continued
Matunty profile
The maturity profile profile of the Group’s borrowings 1s as follows

Withun Between Between After 2006

1 year 1-2 years 2-5 years 5 years Total

At 31 December 2006 UsSsm USSm Us$m US$m Ussm
Carporate loans (90 3) {90 4) {152 5) - {333 2)
Cther loans (6 4) 71 {6 8} - {20 3)
Finance leases {0 9) 02 - - {11)
Preference shares - - - 41 (4 1)
{97 6} {977 {159 3) a1) (358 7)

Within Between Between After 2005

1 year 1-2 years 25 years 5 years Total

Az 31 December 2005 USsm USsm US$m USSm US$m
Carporate loans 90 3} {104 0} {243 0) - {437 3}
Cther loans {55 {5 5) {10 5) - {21 5}
Finance leases {14} (1 5) - - 2 9)
Preference shares - - - (36) {36
97 2) (111 0) {253 5) {3 6) (465 3}

The amounts included above for finance leases are based on the present value of minmum lease payments
The total minimum lease payments for these finance leases may be analysed as follows

Within Between Between Ater
1 year 1-2 years 2-5 years 5 years Total
USsm US$m Uss$m USSm Ussm
2006
Finance leases {10 02) - - {12)
2005
Finance leases {15) (16 - - 31

Borrowing facilities
The undrawn commutted borrowing facilities available at the end for each year, in respect of which all conditions
precedent had been met at those dates, were as follows

2006 2005

UsSsm USEm

Expinng i one year or loss 2783 2527
Expinng 1n more than one but not more than two years - 300
Expinng in more than two years 600 -
3383 2827

The avallable facilities compnse general working capital facilties at the Group's operating subsidianes all of

which were undrawn at the end of each year Of these facilittes, US$296 5 million {2005 - US$253 9 million} are
denominated in US dollars, US$38 6 million (2005 — US$19 6 million) in Unidades de Fomento (1 e inflation-linked
Chilean pesos) and US$3 2 mulhion (2005 - US$3 2 million} in Chilean pesos
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20 Financtal Liabilities continued

b} Denvative Financial Instruments

Amounts payable in respect of denvative financial instruments at 31 December 2006 were il (2005 -
US$40 3 milion) This amount relates to the period end mark-to-market adjustments for commodity interest
rate and exchange dervatives Further details are given in Note 21(c})

¢) Trade and other payables

Due in one year Due after one year Total
2006 2005 2008 2005 2006 2005
Ussm US$m US$m USSm Ussm US$m
Trade creditors {721) {42 7} 41 12 {76 2) {43 9)
Other creditors and accruals {139 4) {100 2) (07) 23 {140 1) (102 B}
{211 5} (142 9} (48) 135 {216 3) (146 4}

Trade creditors and accruals principally compnise amounts outstanding for trade purchases and ongoing costs
The average credit pertod taken for trade purchases 1s 33 days (2005 - 23 days)

21 Financial Risk, Denvative Financial Instruments and Embedded Denvatives

a) Financial nsk and nsk management

The Group uses denvative financial instruments 1o reduce exposure to foreign exchange, interest rate and
commodity price movements The Group does not use such denvative instruments for speculative trading
purposes The Group did not adopt the hedge accounting provisions of IAS 39 “Financial Instruments
Recogmition and Measurement” in 2005 or 2006 Accordingly, derivatives have been measured at each balance
sheet date at faw value Gans and losses ansing from changes in fair vafue have been included in the iIncome
statement for the year, within operating profit from subsidianies and joint ventures for commodity denvatives
and within net finance costs for exchange and interest dernvatives

(} Foreign exchange risk

The Group 15 exposed to a vaniety of currencies The US dollar, however, 15 the currency in which the majority
of the Group'’s sales are denominated Operating costs are influenced by the countnes in which the Group's
operations are based {principally in Chile) as well as those currencies in which the costs of imported equipment
and services are determined In addition to the US dollar, the Chilean peso 1s the most important currency
influencing costs and to a lesser extent sales

Given the significance of the US dollar to the Group's operations, this 1s the presentational currency of the
Group for mnternal and external reporting The US dollar 1s also the currency for borrowing and holding surplus
cash, although & portion of this may be held in other currencies, notably Chilean pesos and sterling, to meet
short term operational and capital comnmutments and dividend payments

When considered appropriate, the Group uses forward exchange contracts and currency swaps to himit the
effects of movermnents in exchange rates in foreign currency denominated assets and liabihities The Group also
uses these instruments to reduce currency exposure on future transactions and cash flows

The currency exposure of the Group's cash and cash eguivalents is given in Note 19(d). and the currency
exposure of the Group’s borrowings is given in Note 20(a) Details of exchange rate derivatives entered by the
Group In the year are given in Note 21(c} The effect of exchange gains and losses included in the income
statement are given 1n Note 6 Exchange differences on translation of the net assets of entities with a functional
currency other than the US dollar {the most matenal of which 1s Aguas de Antofagasta S A) are taken to the
currency translation reserve and are disclosed in the Consolidated Statement of Changes in Equity on page 79
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21 Financial Risk, Dernivative Financial Instruments and Embedded Derivatives continued

a) Financial nsk and rnisk management continued

{1} Interest rate nisk

The Group's policy 15 generally to borrow and invest cash at floating rates Fluctuations in interest rate may impact
on the Group's net finance income or cost, and 1o a lesser extent on the value of financial assets and habilites
The Group occasionally uses interest rate swaps and collars to manage interest rate exposures on a portion of
1ts existing borrowings

The interest rate exposure of the Group's ¢ash and cash equivalents 1S given in Note 18(d), and the interest rate
exposure of the Group’s borrowings 15 given n Note 20(a) Details of interest rate derivatives entered by the
Group are given in Note 21(c}

{m) Commodity price risk

The Group generally sells its copper and molybdenum concentrate output at prevalling market prices, subject
to final prnicing adjustments which may be 30 to 180 days after delivery 1o the custorner, and 1t 1s therefore
exposed to changes in market prices for copper and molybdenum both in respect of future sales and previous
sales which remain open as to final pricing

The Group occasionally uses futures, min-max mstruments and options to manage Its exposure to copper prices
The Group's exposure to copper and molybdenum concentrate sales which remain open as to fina! pricing are
given in Note 21{b} Details of commodity rate derivatives entered into by the Group are given n Note 21(c)

(v} Credit nsk

The Groups' principal financial assets are cash and cash equivalents and trade and other receivables The Group's
credit risk I1s primanly to trade receivables The amounts presented in the balance sheet are net of allowances for
any doubtful receivables The credit nsk on cash and cash equivalents and on derwvative financial Instruments is
himited because the counterparties are banks with hugh credit ratings assigned by international credit agencies

{v) Cash flow nsk

The Group's future cash flows depend on a number of factars, including commodity prices, production and sales
levels, operating costs, capital expenditure levels and financial iIncome and costs Its cash flows are therefore
subject to the exchange, interest rate and commaodity price nsks descrnibed above as well as operational factors
and input costs Further information on preduction and sales levels and operating costs are given the Financial
Review on pages 22 to 25

tv) Liqudity nisk

The Group typically holds surplus cash balances n erther demand deposits or short-term deposits, while the
majonty of borrowings comprise corporate loans at El Tesoro and Los Pelambres which are repayable in
seml-annual instalments over three and four years respectively

At the end of both 2006 and 2005, the Group was In a net cash positon, as disclosed in Note 30{c) Details of
cash and cash equivalents are given in Note 12{d), while details of borrowings including the matunty profile are
given in Note 20{a) Details of undrawn committed borrowing facilities are also given in Note 20(a)

b} Embedded dernvatives - provisionally priced sales

Copper and molybdenum concentrate sale agreements and copper cathode sale agreements generally provide
for prowisional pncing of sales at the time of shipment, with final pricing being based on the monthly average
London Metal Exchange copper prnice or monthly average molybdenum price for specified future periods This
normally ranges from 30 to 180 days after delivery to the customer
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21 Financial Risk, Dernvative Financial Instruments and Embedded Dernvatives continued

b} Embedded dervatives - prowvisionally priced sales continued

Under IFRS, both gains and losses from the marking-to-market of open sales are recognised through
adjustments to turnover in the Income statement and to trade debtors in the balance sheet The Group

determines mark-to-market prices using forward prices at each period end for copper ¢oncentrate and cathode
sales, and period-end month average prices for molybdenum concentrate sales due to the absence of a futures

market for that commodity

The mark-to-market adjustments at the end of each pernod and the effect on turnover in the income statement

for each pernod are as follows

Balance sheet
net mark to market
effect on debtors

2006 2005
Us$m USS$
Los Pelambres - copper concentrate {1101) 332
Los Pelambres - tolling charges for copper concentrates 76 -
Los Pelambres - molybdenum concentrate {39) {12 6
El Tesoro - copper cathodes 13 02
Michilla - copper cathodes (0 6) (o]}
{105 7) 207
() Copper sales
Los Los
Pelambres El Tesoro Michilla  Pelambres El Tesoro Michilla
Copper Copper Copper Copper Copper Copper
concentrate cathodes cathodes concentrate cathodes cathodes
2006 2006 2006 2005 2005 2005
us$m US$m USEm USSm Ussm US$m
Provisionally invorced gross saltes 21755 6531 3260 1,176 5 3627 1735
Effects of pricing adjustments
te previous year Invoices
Reversal of mark-to-market adjustments
at the end of the previous year {332} 02 01 {18 6) 08} 04
Settlernent of copper sales invoiced
In the previous year 169 2 20 06 414 02 01
Total effect of adjustments to previous
year invoices in the current penod 1360 18 07 228 {08 {0 5)
Effects of prnicing adjustments to
current year invoices
Settlernent of copper sales invoiced
In the current year 18976 86 88 985 9g 42
Mark-to-market adjustments at
the end of the current year {110 1) 13 (0 6} 332 02 01
Total effect of adjustments to
current year invoices 875 99 82 1317 101 41
Turnover before deducting tolling charges 23890 6648 3349 13310 3722 1771
Tolling charges (254 Q) - - {166 9) - -
Turnover net of tolling charges 21450 664 8 3349 71,1641 3722 1771
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21 Financial Risk, Denvative Financial Instruments and Embedded Penvatives continued

b} Embedded derivatives - provisionally priced sales continued

1y Copper concentrate

Copper concentrate sales at Los Pelambres have an average setilement penod of approximately four months
from shipment date At 31 December 2008, sales totaling 127,100 tonnes remamed open as to price, with an
average mark-to-market price of US 287 0 cents per pound compared with an average provisional invoice pnce
of US 326 3 cents per pound At 31 December 2005, copper concentrate sales totalling 114,500 tonnes
remained open as to prce, with an average mark-to-market price of US 201 4 cents per pound compared with
an average provisional Invoice price of US 189 § cents per pound

Toling charges include a mark-to-market gain for copper concentrate sales open as to pnce at 31 December
2006 of US$7 6 million {31 Decemnber 2005 — mark-to-market loss of US$1 7 million}

) Copper cathodes
Copper cathode salgs at El Tesorc and Michilla have an average settlement pernod of approximately one month
from shipment date At 31 December 2006, sales totalling 11,600 tonnes remained open as to price, with an
average mark-to-market price of US 286 6 cents per pound compared with an average provisional invoice price
of US 294 0 cents per pound At 31 December 2005, sales totalling 10,300 tonnes remained open as to price
with an average mark-to-market price of US 205 8 cents per pound compared with an average provisional
invoice price of US 205 4 cents per pound
) Molybdenum sales
Los Los
Pelambres  Pelambres

Molybdenum Molybdenum
concentrate concenirate

2006 2005

ussm USSm
Provisionally imvoiced gross sales 547 8 6111
Effacts of pricing adjustments to previous year iInvoices
Reversat of mark-to-market adjustments at the end of the previous year 1286 (329
Settlement of molybdenurmn sales invoiced In the previous year (27 5} 329
Total effect of adjustments to previous year imvoices in the current period {14 9) -
Effects of pricing adjustments to current year invoices
Settlemant of molybdenum sales invoiced in the current year 59 {10 1)
Mark-to-market adjustments at the end of the current year {2 4) {126
Total effect of adjustments to current year iInvoices 35 {22 7)
Turnover before deducting tolling charges 5364 588 4
Tolling charges (22 6) {25 6)
Turnover net of toiling charges 5138 562 8

Molybdenum sales at Los Pelambres have an average settlement period of approximately three months after
shipment date At 31 December 20086, sales totalling 2,100 tonnes remamed open as 1o price, with an average
mark-to-market price of US$25 0 per pound compared with an average provisional invotce price of US$25 5 per
pound At 31 Decernber 2005 sales totalling 1,400 tonnes remamned open as to price, with an average mark-to-
market price of US$27 4 per pound compared with an average provisional invoice pnce of US$31 2 per pound
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21 Financial Risk, Denvative Financial Instruments and Embedded Dernvatives continued

c) Dernvative financial mstruments

The Group uses denvative financial nstruments to reduce exposure to foreign exchange, interest rate and
commeodity price movernents The Group does not use such denvative instruments for speculative trading
purpases The Group did not adopt the hedge accounting provisions of IAS 39 “Financial Instruments
Recognition and Measurement” 1n 2005 or 2006 Accordingly, derivatives have been measured at each balance
sheet date at far value Gans and losses ansing from changes in far value have been included in the income
statement for the year, within operating profit from subsidianes and joint ventures for commodity dernvatives
and within net finance costs for exchange and interest derivatives

The mark-to-market adjustments at the end of each year and the effect on operating profit and net finance costs
in the income statement of denvative financial instruments for each year are as follows

Balance sheet
net mark to market

effect on

debtors/{creditors}

2006 2005

Ussm US$m

Current assets — denivative financial nstruments 73 -
Current habslities ~ denvative financial (instruments - (40 3}
73 {40 3}

Income statement

total effect

Balance sheet {including mark to

net mark to market market and realised

effecton  amounts) on operating

debtors/(creditors) profitffinance cost

2006 2005 2006 2005

US$m UsSsm ussm USEm
Commodity 73 40 ) {84 5) (68 6}
Interest - 03 (3} (0 3}
Exchange - - - @3}
73 {40 3) (84 8) (69 2)

{1 Commodity derivatives

The Group periodically uses commaodity dervatives to reduce its exposure to the market price of copper During
2006, the amount charged to operating profit on commodity dervatives was US$84 5 million, comprising
US$44 8 mallion at El Tesoro and US$39 7 mullhon at Michilla (2005 - US$68 6 million, compnsing US$24 8 mullion
at I Tesoro and US$43 8 million at Michilla) This comprsed losses on denvatives which matured in 2006 of
US$136 3 rruflion (2005 — US$24 1 million) offset by mark-to-market gains outstanding at 31 Decermnber 2006

of USE7 3 mullion {2005 — US$44 5 mithon) and reversal of opening mark-to-market losses of US$44 5 million
{2005 - nl) Net of margin calls of US$4 5 million, this resulted in a net balance sheet position at 31 December
2005 of US$40 0 million There were no margin calls at 31 December 2006

At 31 December 2006, the Group had mun/max instruments at Michilla for 12,000 tonnes of copper production
(2005 — 42,000 tonnes), with a weighted average floor of US 281 2 cents per pound and a weighted average cap
of US 337 9 cents per pound {2005 — weighted average floor US 115 7 cents per pound, weighted average cap
US 146 7 cents per pound) These instruments had a weighted average duration of 8 5 months and a maximum
duration of one year (2005 — weighted average 5 months and a maximum duration of one year)
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21 Funancial Risk, Denvative Financial Instruments and Embedded Derivatives continued

¢} Denvative financial instruments continued

At 31 December 2006, the Group also had futures at Michilla for 3,600 tonnes of copper production with an
average price of US 306 9 cents, a weighted average duration of 6 5 months and a maximum duration of

12 months It afso had futures to both buy and sell copper production at El Tesoro, with the effect of swapping
COMEX prices for LME prices without eliminating underlying market price exposure These have a weighted
average price of US 286 6 cents, a weighted average duration of 6 5 months and a maximum duration of cne year

() Interest derivatives
The Group did not have any interest derivatives outstanding at 31 December 2006

At 31 December 2005, the Group had interest rate collars with a notional principal amount of US$108 7 mullion,
with a weighted average floor of 5 02% and a weighted average cap of 6 00% These instruments had a
weighted average duration of seven months The mark to market loss at 31 December 2005 was US$0 3 million,
and the effect on the income statement 1s included within other finance itermns

(i) Exchange derivatives
The Group did not enter into any exchange derivative instruments during 2006 and accordingly the effect on
the income statement was nil

Dunng 2005, the Group entered into exchange dernvative instruments to buy or sell Chilean pesos using US dollars
with a net notienal value of US$33 0 muilion The average duration of these derivatives was one month and the
net loss was US$0 3 millon There were no outstanding instruments at 31 December 2005 and the effect on
the income statement 1s included within other finance items

22 Post-Employment Benefit Obligations

ai Defined contrnibution schemes

The Group operates defined contribution schemes for a imited number of employees The amount charged
to the tncome statement in both 2005 and 2006 was less than US$0 1 milion, representing the amount paid
In the year There were no cutstanding amounts which remained payable at the end of either year

bl Severance provisions

Employment terms at some of the Group's operations provide for payment of a severance imdemnity when

an employment contract comes to an end This Is typically at the rate of one month for each year of service

(subject in most cases to a cap as o the number of quahfying years of service} and based on final salary level

The severance indemnity obligation 1s treated as an unfunded defined benefit plan, and the calculation 1s based

on valuations performed by an independent actuary using the projected unit credit method which are regularly

updated The obligation recogrised m the balance sheet represents the present value of the severance !
indemnity obligation Actuarial gains and losses are immediately recognised in the income statement within

operating cost

The most recent valuation was carmed out in 2006 by Raul Benavente, a qualified actuary in Santiago who 18
not connected with the Group The mam assumptions used to determine the actuanal present value of benefit
obligations were as follows

2006 2005
Average nominal discount rate 55% 55%
Average rate of increase in salanes 15% 22%
Average staff turnover 39% 53%
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22 Post-Employment Benefit Obligations continued

b} Severance provisions continued
Amounts included tn the income statement in respect of severance provisions are as follows

2006 2005
USSm Us$m
Current senvice cost (charge to operating profit) 5 1) 32
Actuanal gains and losses [charge to operating profit) {26) 07
Interest cost (charga 10 Interest expenses) {0 8) {10}
Foreign exchange (credit{charge) to other finance tems) og {13
Total charge to iIncome staterment 77 {6 2}
Movement in the present value of severance provisions were as follows
2006 2005
USsm Ussm
Balanca at the beginning of the year {20 6) {16 2}
Current service cost (51 32}
Actuarial gains and losses {2 6) o7
Interest cost (0 8) (1o
Paid in the year 42 18
Foretgn currency exchange difference 08 {13)
Balance at the end of the year (24 1) 20 6)
23 Long-Term Provisions
2006 2005
Ussm Usgm
Balance at the beginning of the year (98) (i32)
{Chargel/credit to operating profit in the year {0 6) 34
Release of discount to net interest in the year {0 4) {0 6}
Acquisiion (see Note 27} 08) -
Disposal {see Note 28) 08 -
Amount capitalised - 08
Utiised in year 08 -
Foreign currancy exchange difference 02 032
Balance at the end of the year {9 8) @8
Analysed as follows
Decommussiening and restoration (9 4) 95)
Termunation of water concession (0 4) (0 3}
Balance at the end of the year (9 8) {9 8}

a) Decommissioning and site rehabiiitation

Decomrmissioning and restoration costs relate to the Group’s mining operations Costs are estimated on the
basis of a formal closure plan and are subject to regular formal review The most recent formal review was
conducted dunng 2005
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23 Long-term Provisions continued

b} Termination of water concession

A provision for the termination of the water concession has been created for the property, plant and equipment
and working capital items under Aguas de Antofagasta’s ownership to be transferred to the previous state-owned
operator ESSAN at the end of the concession period The provision 1s based on the net present value of the
estimated value of these assets and habilities expected 10 be In existence at the end of the concession

The release of the discount applied in establishing the net present value of future costs 1s charged to the profit
and loss account In each accounting period and 1s disclosed as a financing cost

24 Deferred Tax
The following are the major deferred tax habilities and assets recognised by the Group and movements thereon
dunng 2005 and 2006

Accelerated Timing
capital differences Withholding  Short-term  Mining tax
allowances on provisions tax differences (Royalty]  Tax losses Total
Ussm Us$m US$m US$m uUsSs$m US$m ussm
At 1 January 2005 (163 8) 28 {371) {34) - 70 {194 5)
{Chargel/credit to incorme (18 0} {2 0) {(153) 132 05} {18) {24 4)
At 1 January 2006 {181 8} 08 (52 4) 98 0 5) 52 {218 9)
(Chargel/credit 1o Income {17 1} 320 (722) (118} 12 {4 5) (72 2)
Acguisition (see Note 27) - 29 0) - - - - (29 Q)
At 31 December 2006 {198 9) 38 (124 6) {18) Q7 07 (320 1)

The charge 10 the income statement of US$72 2 million {2005 - US$24 4 million) 1s net of a credit for foreign
exchange differences of US$C 5 milion {2005 - includes a charge of US$1 3 mullion}

Certam deferred tax assets and habilities have been offset The following 1s the analysis of the deferred tax
balances {after offset)

2006 2005

US$m Ussm

Deferred tax habilities {323 2) {225 5)
Deferred tax assets 31 66
Net deferred tax balances {320 1) {218 9}

At 31 December 2006, the Group had unused tax losses of US$21 7 million {2005 — US$45 9 million) available
for offset against future profits A deferred tax asset has been recognised in respect of US$4 3 million

{2005 - US$30 6 mullion) of such losses No deferred tax asset has been recognised in respect of the remaining
US$17 4 mullion {2005 - US$15 3 million) due to the unpredictabiity of future profit sireams These losses

may be carned forward indefinitely

At 31 December 2006, other deducuble temporary differences for which no deferred tax assets were
recognised In the balance sheet amounted to US$13 9 mullion (2005 — US$54 1 rullion)

Al 31 December 2006, the aggregate amount of temporary differences associated with undistnbuted
earmings of subsidianes for which deferred tax liabililies have not been recogrised was US$2,184 5 million
{2005 - US$1,368 3 million) No liability has been recognised in respect of these differences because the
Group 1s 10 a position to control the tming of the reversal of the temporary differences and it 15 probable
that such differences will not reverse In the fareseeable future

Temporary differences ansing 1 connection with interests 1n associates are insignificant
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25 Share Capital
The ordinary share capital of the Company 1s as follows

2006 2005 2006 2005
Number Number Us$m USsm
Authonsed
Qrdinary shares of 5p each 1,300,000,000 214,540,000 11889 181
2006 2005 2006 2005
Number Number ussm USim
lssued and fully paid
Ordinary shares of 5p each 985,856,695 197,171,339 898 166

The Company has one class of ordinary shares which carry no nght to fixed income Each ordinary share carres
cng vote at any general meeting

At the Company's Annual General Meeting and the separate class meetings of the ordinary and preference
shareholders of the Company held on 14 June 20086, resolutions were passed 1o

¢ increase the authonsed share capital from £12,727,000 1o £67,000,000 by the creation of 1,085,460,000
ordinary shares of 5p each,

* issue, by way of bonus 1ssue, four new ordinary shares of 5p each (credited as fully paid) for every one ordinary
share held by the shareholders of the Company at the close of business on 16 June 2006, by applying
£39 4 million from the Company’s share premium account in paying up and allotting the new ordinary shares, and

increase the voting nghts of each preference share from 20 votes to 100 votes, to prevent dilution of the
voting nghts of each preference share as a proportion of the total votes 1o be sxercised at a general meeting

The ordinary shares were 1ssued at the opening of business on 19 June 2006, and the effect of the bonus i1ssue
of ordinary shares I1s disclosed in the Consolidated Statement of Changes in Equity The increase in ordinary
share capital of US$73 2 million and corresponding reduction in the share premium account has been recorded
at the closing exchange rate on 16 June 2006

There were no other changes in the authorised or 1ssued share capital of the Company in either 2005 or 2006

Details of the Company's preference share capital, which 1s included wathin borrowings 1n accordance with
IAS 32, are gwen in Note 20{a)

26 Other Reserves
Detalls of the share prermium account, translation reserves and reiained earnings for both 2005 and 2006 are
included within the Consolidated Statement of Changes in Equity on page 79

27 Acquisition of Subsidiaries

Proportion

of shares Cost of

Principal Date of acquired acquisition

activity  acquisition % USEm

Subsidianes acquired

Mirung

Tethyan Copper Company Limited exploration 20 Apr 2006 100 1704
Mining

Equatonal Mintng Limited investment 24 Aug 2006 100 406 1
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Notes to the Financial Statements continued

27 Acqguisition of Subsidiaries continued

a}

Tethyan Copper Company Limited

On 20 Apnl 2006 the Group acquired 100% of the ssued share capital of Tethyan Copper Company Limited
("Tethyan") for cash consideration (including transaction costs) of US$170 4 mullion, fallowing a recommended
cash offer first made on 14 February 2006

Accounting
policy  Fair value Fair
Book value  alignment adjustments value
Us$m us$m UsSsm Ussm
Intangible assets — exploration licences - 600 1700 2300
Property, plant and equipment 04 - - 04
Exploration, evaluation and developmant 180 {18 0) - -
Trade and other recevables 08 - - 08
Cash and cash equivalents 10 - - 10
Trade and other payables 17 - - nn
Short-term provisions ~ {60 0) - 60 0}
Long-term provisicns 1) - - o1
Net assets 184 {18 0) 1700 1704
Cash consideration (including directly attnbutable costs} 1704
Cash payment for share of cost of extinguishing ctaw-back nght 300
Cash and cash equivalents acquired (10}
Net cash outflow arising on acquisition 198 4

]

()

(in}

{rv)

v

120

The intangible assets represent the full unencumbered value attributed to the interests in the exploration
licences held by Tethyan These include a 75% interest in the Reko Dig prospect in the Chagal Hills region
of South West Pakistan, which includes the Tanjeel Mineral resource and the Western Porphyries, and a
100% interest in certain other hcences in the region

Exploration costs capitalised by Tethyan have been written off on acquisition in the consolidated financial
statements in accordance with the Group’s accounting policies

Total consideration includes directly attnbutable costs of US$6 1 muthon

On 14 February 20086, the Group separately entered into an agreement with BHP Bithiton whereby BHP
Billton's rights to claw-back a material interest In certain of Tethyan's mineral interests (“Claw-Back Right”™)
would be extinguished for a consideration of US$60 million Trade and other payables were adjusted on
acquisition to reflect this amount which results from the fair valuing of the encumbrance over the acquired
exploration licences relating to the Claw-Back Right Following the disposal of 50% of Tethyan to Barrick
Gold Corporation {"Barnck Gold”) {see Notes 27(a)tv) and 28(a) below), the Group contributed US$30 million to
Tethyan for its share of the cost of extinguishung the Claw-Back Right on 23 Novernber 2006 This amount
has been mcluded in the net cash outflow on acquisition

On 22 September 2006 the Group entered into a joint venture agreement with Barrick Gold Corporation
{(“Barnick Gold”}, to establish a 50 50 joint venture In relation to Tethyan's mineral interests in Pakistan
Further details of the part-disposal of Tethyan to Barnck Corporation to give effect to the joint venture
are set out 1n Note 28{a) below

Antofagasts plc Annual Report and Financial Statements 2008




27 Acquisition of Subsidiaries continued

a) Tethyan Copper Company Limited continued

{v) Tethyan s wholly engaged in mineral exploration activities and did not generate any revenue in the peried
before or after acquisition by the Group The operating loss generated by Tethyan for the peniod since acquisition
was USE5 3 million, which relates mainly to exploration costs expensed in accordance with the Group's
accounting policy This includes US$3 3 mullion during the pencd for which Tethyan was wholly-owned by
the Group and US$2 0 milion under the proportionate consolidaton method during the penod after which
the joint venture with Barrick Gold was established If the acquisition of Tethyan had been completed on
the first day of the financial year, its operating loss for the year would have been nil Accordingly If the
acquisition had taken place on the first day of the financial year it would not have had any material effect
on Group turnover or Group operating profit for the year

bl Equatonal Miming Limited

On 24 August 2006 the Group acquired 100% of the 1ssued share capital of Equatonal Miming Limited {* Equatonal’ }
for a cash consideration {including transaction costs) of US$406 1 midlion, following a recommended cash offer
first made on 15 August 2006

Accounting

policy  Fair value Fair

Book value  alignment adjustments vatue

US$m Ussm UsSsm US$m

Property, plant and equipment 02 - 1710 1712
Exploration, evaluation and devetopment 101 {10 1) - -
Investment in associate (Minera El Tesoro) 1375 (1375 - -
Available for sale investments 56 - - 56
Trade and other recevables 64 - - 64
Cash and cash equivalents 1180 - - 1180
Current trade and other payables {14) - - {+4)
Non-current trade and other payables 14) - - {14
Long-term provisions 08) - - 08)
Deterred tax - - {29 0} 29 0)
Net assets 27142 {147 6) 1420 2686
Ehmination of rinonty interest 1376
Total consideration 4061
Cash consideration (ncluding directly attnbutable costs) 406 1
Cash and cash equivalents acquired {118 0)
Net cash outflow arising on acquisition 2881

{1 Equatonal’s pnncipal asset was a 39% interest in Minera El Tesoro, in which the Group held the remaining
61% and which 1t had accounted for as a subsidiary The acquisition has resulied in the elimination of
minortty interest of US$137 5 million recogrised in the Group's balance sheet immediately prior to acquisition

{n) Exploration costs capitalised by Equatonal have been wnitten off on acquisition in the consolidated financial
statements in accordance with the Group's accounting policies

(m) Total consideration includes directly attnbutable costs of US$3 1 mullion
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b)
)

)

(vib

v

28
a}

Acquisition of Subsidiaries continued

Equatonal Mining Limited continued

In July 2008, Equatonal received notice of a claim by Erngal Limited i the New South Wales Supreme Court
Erngal 1s a former minority shareholder in one of Equatonial's subsidiaries whose interest was acquired (in 1993,
and the claim s for amounts payable under the 1993 acquisition agreement Equatorial does not agree with
the interpretation of the 1983 agreement advanced by Erngal and the action will be defended vigorously

The acquisition has also resulted in a fair value adjustment to miming properties (including those mining
properties held by Minera El Tesoro) of US$171 0 milion, and a corresponding deferred tax provision
of US$29 0 million

The Group entered Into an agreement to sell Equatorial Mining North America Inc (EMNA), a wholly-owned
subsidiary of Equatorial Further detaits of the disposal are given in Note 28(b)

Equatorial did not generate revenue in the penod before or after acquisition by the Group, and its acquisition
did not have any effect on the Group as its interest in El Tesoro was already consolidated as a subsidiary

in the Group’s financial statements The operating profit generated by Equatorial {excluding its interest in

El Tesoro which was already consolidated by the Group as a subsidiary) for the penod since acquisition was
US$4 4 million if the acquisiion of Equatorial had been completed on the first day of the financial year, its
operating profit {similarly excluding its interest in El Tesoro) for the year would have been US$4 4 million
Accordingly If the acquisition had taken place on the first day of the financial year 1t would not have had
any material effect on Group turnover or Group operating profit {or the year

Disposal and Part-Disposal of Subsidianes
Atacama Copper Pty Limited and joint venture with Barnck Gold Corporation

On 22 September 2008, the Group entered into a 50 50 joint venture agreement with Barrick Gold Corporation
{(“Barrick Gold™) in relation 10 Tethyan's mineral Interests in Pakistan The Group disposed of 50% of the 1ssued
share capital of Atacama Copper Pty Limited (“Atacama”}, the immediate parent company of Tethyan Copper
Company Limited, to Barnck Gold for US$86 8 mullion

UsS$m
Book value of net assets sold
Intangible assets - exploration licences 1150
Property plant and equipment 06
Trade and other recevables 04
Cash and cash equivalents 11
Trade and other payables 06
Short-term provisions (30 8i
Long-term prowisions 01
Net assets 856
Consideration received 868
Net assets on disposal of 50% interest {85 6)
Profit on disposal 12
Consideration received in cash and cash equivalents 868
Less cash and cash equvalents disposed of nn
Net cash inflow arising on disposat 857
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28 Dusposal and Part-Disposal of Subsidiaries continued

a) Atacama Copper Pty Limited and joint venture with Barnck Gold Corporation continued

{1  The book value of net assets sold represents 50% the consolidated carrying value of the Atacama Copper
Pty and s subsidiaries including Tethyan at the date of disposal Following the disposal, the Group has
treated its remaining 50% interest in Atacama as a jointly controlled entity under the proportionate
consolidation method

{n} The profit on disposal principally represents the recovery of 50% of the exploration costs incurred and
expensed by Tethyan between 20 April, the date of 1its acquisition by the Group, and 22 September, the
date of the part-disposal to Barrick Gold The US$1 2 million has been recorded in other operating expenses

bl Equatorial Mining North America fnc

On 11 December 2006, the Group entered into an agreement to dispose of Equatonal Mining North Amernca
Inc {EMNA), a wholly-owned subsichary of Equatonat Mining Limited, to Idaho General Mines Inc {“1GM™)
EMNA and its subsidianies formerly owned and operated the Tonopah copper mine in Nevada, over which
they retained royalties The consideration of US$4 9 million was receved m January 2007

Ussm
Book value of net assets sold
Propenrty, plant and equipment 43
Cash and cash equivalents 14
Long-term provistons 08
MNet assets 49
Consideration receivable received in January 2007} 48
Net assets on disposal 4 9}
Profit on disposal -
Consideration receved in cash and cash equivalents -
Less cash and cash equivalents disposed of (14}
Net cash outflow ansing on disposal {14}

{  The book value of net assets sold equates to the far values assigned at the time of the acquisition of
Equatenial Mining Limited

{1 The consideration was wholly received in January 2007 and will be accounted for in the cash flow
statement for that year

() No amount has been recognised in respect of further contingent consideration of US$6 0 million which
15 payable should production at the Tonopah mine commence

29 Other Transactions

a}  Agreement with Ascendant Copper Corporation

On 14 November 2006 the Group signed a Letter of Agreement (*Agreement”) with Ascendant Copper
Corporatton {“Ascendant”), a mining company listed on the Toronto Stock Exchange, to acquire an interest in
Ascendant’s Chaucha Project The Chaucha Project 1s a copper-molybdenum prospect located in the Western
Cordillera of the Andes in southern Ecuador, approximately 70 kilometres west of the town of Cuenca The
mineral concesston covers an area of 2,544 hectares with applications by Ascendant in progress for further
mineral concessions from the appropriate government entities
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29 Other Transactions continued

a} Agreement with Ascendant Copper Corporation continued

Under the terms of the Agreement, the Group has the right to earn up to an undivided 60% interest in the
Chaucha Project The interest will be acquired by earning an equity mterest in Compaia Minera DosRios S A
{(*DosRios”), a wholly-owned subsidiary of Ascendant which holds (or will hold) all of the mineral concessions
associated with the Chaucha Project The Group has commutted to fund at least US$1 million of expenditure
(after which 1t has the night to terminate the Agreement at any time) and will subsequently earn its equity
nterest i successive stages by spending a total of US$40 milhon over a six-year period in four distinct phases
of qualifying expenditures These expenditures will cover exploration and advancement costs including, in the
later phases, preparation of a feasibility study and a final payment on completion to Ascendant

No expenditure was ncurred on this project durning 2006

b) Agreement with AngloGold Ashantu Limited

On 14 July 2006 the Group reached agreement with AngloGold Ashant Limited to form a joint venture 1o
explore and develop copper and gold mining projects i southern Colombia Under the agreement, AngloGold
will contribute 1ts mineral interests in the area covered by the joint venture agreement, and the Group has
committed to funding US$1 3 million in exploration over a one year penod The Group may elect to fund an
addwional US$6 7 million in exploration within four years, 1n order to earn a 50% interest in the joint venture

During 2006 the Group spent US$0 9 million on this project which has been included in exploration costs
30 Notes to the Consolidated Cash Flow Statement

al Reconciiation of profit before tax to net cash inflow from operating activities

2006 2005
USsm US$m
Profit before tax 28590 1,636 3
Depreciation and amaertisation 1450 1280
Loss on disposal of property, plant and equipment (including impairment charge in 2005) 82 397
Net finance income {53 8) (29 0
Share of profit of associate {11) {09
Increase in inventores {21 5) (28 9)
Increase in debtors {135 5! (36 3)
Increase in creditors and provisions 98 386
Cash flows from operations 28101 1,647 5
b) Analysis of changes in net cash
At 1108 Cash flows Other Exchange At 311206
Ussm UsSsm US$m US$m US$m
Cash and cash equivalents 13168 489 2 - (05 18055
Bank borrowings due within one year {95 B} 854 {95 2} (LR }} (96 7)
Bank borrowings due after one year (363 0) 104 958 - {256 8)
Finance leases due within one year {1 4) 17 (12) - {0 9]
Finance leases due afier one year {1 5} 01 12 - 02
Preference shares {3 6} - - {0 5) 41}
Total borrowings {465 3) 107 6 {0 4) {06} (358 7}
Net cash 85156 596 8 {0 4) {(11) 1,445 8
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30 WNotes to the Consohdated Cash Flow Statement conttnued

b) Analysis of changes in net cash continued

At 1105 Cash flows Gther Exchange At31 1205
USEm US$m USSm USSm US$m
Cash and cash equivalents 8814 427 5 - 79 1,316 8
Bank borrowings due wathin one year {102 O 1020 (96 0} 02 {95 8)
Bank borrowings due after one year {482 6) 240 956 - (363 0}
Finance leases dus within one year 2 6) 29 {18) 01 {14}
Finance leases due after one year M 105 03 - {186)
Preference shares 39 - - 03 {3 6}
Total borrowings {602 B) 1394 25) 06 (465 3}
Net cash 2786 566 9 (29 85 8515
c) Net cash

2006 2005
USSm US$m
Cash and cash squivalents 18055 1,316 8
Total borrowings (358 7) {465 3}
1,446 8 8515

31 Operating Lease Arrangements
2006 2005
USSm USgm
Minimum lease payments under operating leases recogmsed in income for the year 136 172

At the balance sheet date, the Group had outstanding commitments for future minimum lease paymenis under
non-cancellable operating leases, which fall due as follows

2006 2005

USssm USsm

Within one year 91 166
In the second to fifth years inclusive 48 189
139 355

Operating lease payments relate mainly to rental of plant and equipment by operating subsidiaries of the Group

32 Concession Arrangements

In 2003, the Group was awarded a 30 year concession to operate the water nghts and facilities in the
Antofagasta Region of Chile previously controiled by Empresa de Servicios Sanitarios de Antofagasta S A
{"ESSAN") The concession consists of two businesses, one an unregulated busminess supplying mines and
other industrnal users and the other a regulated water business supplying domestic customers The concession
contract was signed and control of the assets and operation assumed on 29 December 2003 by Aguas de
Antofagasta S A, a wholly-owned subsichary of the Group

Under the concession contract, certam assets and habilities {mainly certain specific tangible fixed assets and
working capital items) were transferred to Aguas de Antofagasta by way of sale Other assets {(mainly water
rights and infrastructure} were transferred by way of concession and will devolve to ESSAN at the end of the
30 year perod Further details of amounts included in intangible assets and in property, plant and equipment
are given in Notes 12 and 13 respectively
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32 Concession Arrangements continued

Aguas de Antofagasta will also be required to transfer to ESSAN any tangible fixed assets and working capital
itemns under its ownership at the end of the 30 year concession penod A prowision for the termimation of the
water concession has been created for the fixed assets and working capital items under Aguas de Antofagasta's
ownership to be transferred to ESSAN at the end of the concession period The provision 1s based on the net
present value of the estimated value of these assets and habihties in existence at the end of the concession

The release of the discount applied in establishing the net present value of future costs I1s charged to the
Income statement in each accounting penod and s disclosed as a financing cost Further details of this provision
are given in Note 23({b}

The Chitean Water Regulator {Supenntendencia de Servicios Sanitarios) sets domestc tanffs every five years
following a regulatory review including representations from the operator of the concession Duning 2006, a
regulatory review was completed, which resulted in an average reduction in tariffs {compared with previous
levels) of approximately 5% from July 2006

33 Exchanges Rates in US Dollars
The principal exchange rates expressed in US dollars used in the preparation of the 2006 financial staterments
arg as follows

2006 2005
Year end rates US$1 9569 = £1, US$1 = Ch$532 US$1 7179 = £1, US$1 = ChE613
Average rates US$1 8386 = £1, US$1 = Ch$530 US$1 8185 = £1, US$1 = Ch$b60

34 Related Party Transactions

Transactions between the Company and its subsidianes, which are related parties, have been eliminated on
consolidation and are not disclosed i this note Transactions between the Group and its associate are
disclosed below

The transactions which Group companies entered intc with related partes who are not members of the Group
are set out below

a) QuiAenco S A

Quifenco S A (“Quifience”} 1s a Chilean financial and industrial conglomerate the shares of which are traded
on the Santiago Stock Exchange The Group and Quiienco are both under the control of the Luksic family,

and three Directors of the Company, Mr J-P Luksic, Mr G A Luksic and Mr G S Menendez, are also directors
of Quifienco

The following materal transactions took place between the Group and the Quiienco group of companies,
all of which were on normal commercial terms

¢ the Group sold copper cathodes during the year for US$4 3 milhon {2005 - US$1 1 mullion) to Madeco S A,
a subsidiary of Quiienco The balance due from Madeco at the end of the year was US$0 4 million
{2005 — US$0 1 milhon),

¢ the Group bought copper wire from Madeco for USSQ 1 million (2005 — US$0 4 mullion),

» the Group earned interest income of USS$1 O million {2005 — US$0 1 million) during the year on deposits with
Banco de Chile S A, a subsidiary of Quidenco Deposit balances at the end of the year were US$30 1 million
{2005 - nif}, and

s the Group s transport division prowided trucking services for beverages amounting to US$5 0 million
{2005 - US$6E 5 mulkon} to CCU S A, an associate of Quinenco The balance due from CCU at the end
of the year was US$0 4 milhon {2005 - USS0 8 miuthon)
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34 Related Party Transactions continued

b} Compania de Inversiones Adridtico S A
in 20086, the Group leased office space on normal commercial terms from Compafifa de Inversiones Adridtico
S A, a company controlled by the Luksic family, at a cost of US$0 6 million {2005 — US$0 4 million)

¢} Comparnia Antofagasta Terminal Internacional S A
As explained in Note 16, the Group acquired a 30% Interest in Antofagasta Terminal Internacional S A {* ATI")
on 16 December 2004, which has been treated in these financial statements as an associate

During 2006, the Group received a dividend of US$0 4 mithon from ATI {2005 — US$1 0 mullion)

d} Antomun Limited

The Group holds a 51% interest in Antomin Limited, which owns a number of copper exploration properties

in Chde’s Il and IV Regions These include Buey Muerto, some properties in the Sierra Gorda district and a small
proportion of the Esperanza project The Group acquired 1ts interest in Antomin Limited for a nominal consideration
from Mineralinvest Establishment, a company controlled by the Luksic family, which continues to hold the
rernaining 49% of Antorin Limited Under the terms of the acquisition agreement, the Group committed to meet
in full the exploration costs relating to these properties Further detasts of this transaction were set out in the

2000 Annual Report and Financial Statements

During the year the Group incurred US$1 5 mullion {2005 — nil) of exploration costs in respect of these properties
The cumulative amount incurred to 31 December 2006 was US$8 7 million

e} Tethyan Copper Company Limited

As explained m Note 28i{a), on 22 September 2008, the Group entered into a joint venture agreement with Barrick
Gold Corporation {“Barnck Gold”} to establish a 50 50 joint venture over Tethyan's mineral interests in Pakistan

This was achieved through the indirect sale of a 50% interest in Tethyan for a cash consideration of US$86 8 million

Between the date of the joint venture agreement and the end of the year, the Group contributed US$33 0 mullion
to Tethyan This included US$30 0 million to extinguish BHP Biliton's clawback right and US$3 0 mullion to
provide funds for Tethyan's an-going exploration programme There were no amounts due to or from Tethyan
or Its subsidianies with Group companies at the end of the year Detalls of amounts relating to Tethyan included
in the consolidated financial staternents of the Group under the proportionate consolidation method are set out
in Note 17(b)

fi  Acquisition of Equatonal Mining Limited

On 15 August 2006, the Group announced that it had entered into an agreement to acquire a 19 99%
shareholding in Equatonal Mining Limited (" Equatorial”} at A$8 00 per share from AMP Life Limited (" AMP")
and had made a cash takeover offer of A$11 20 per share for all the 1ssued share capital of Equatonal Equatonal
was a company hsted on the Australian Stock Exchange mn which AMP held an interest of approximately 97%
On 24 August the Group announced 1t had secured an interest of 97% of Equatonial’s 1ssued shares and the
takeover was unconditional, 1t subsequently compulsonly acquired all remaining shares in Equatorial Mining
Limited to reach 100% ownership

Equatorial's principal asset was a 39% interest in Minera El Tesoro, in which the Group held the remaiming 61%
and which 1t accounted for as a subsidiary AMP was a related party of the Group for the purpeses of the Listing
Rules of the United Kingdom Listing Authority as 1t hefd an indirect substantial interest in Minera El Tesaro

The totat consideration for the acquisition of Equatonal amounted to US$406 1 million, including directly
attnbutable costs of US$3 1 million Further details of the acquisttion are given in Note 27{b)
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34 Related Party Transactions continued

gl Directors and other key management personnel

Information relating to Directors’ remuneration and interests are given in the Report on Remuneration and
Related Matters on pages 70 to 73 Informatton relating to the remuneration of key management personnel
including the Directors (s given in Note 7{c)

35 Contingent Assets and Contingent Liabilities

There are a number of legal claims currently outstanding to which the Group Is a party. for which no provision
has been made Iin the financial statements and are currently not expected to result in any matenal loss to the
Group Details of the principal claims are set out below

a) Los Pelambres — Mauro tailings dam

In November 2008, the Court of Appeals of Santiago upheld a challenge by claimants in the Pupio Valley against the
Chilean Water Authority (Direccion General de Aguas) in relation to the award of one of the sectoral permits I1ssued
during 2005 for the construction of the Mauro talings dam by Los Pelambres In December, however, the Court of
Appeals rejected a second request by the clasmants that work on the dam should be suspended, and confirmed that
Los Pelambres was entitled to continue construction pending a final resclution by the Chilean Supreme Court, to
whom Los Pelambres have appealed as an affected party together with the Direccion General de Aguas

The Group believes that Los Pelambres has received all the necessary technical and legal permits and that these
have been properly applied for and granted entirely in accordance with the applicable regutations [t 1s confident
that this view will be upheld by the Chilean Supreme Court There are other clarms at first instance currently in
the Chilean courts against third parties {esther governmental authonties or former owners of land in the El Mauro
areal These claims are not against Los Pelambres, but in some cases the company has intervened in case an
eventual judgement affects the project

b} Equatonal Mining Limited - Erngal

In July 2006, Equatonal Mining Limited (" Equatonal”} received notice of a claim by Erngal Limited in the New
South Wales Supreme Court Errigal 1s a former minonty shareholder in one of Equatoral’s subsidiaries whose
Interest was acquired by Equatoral in 1993 The claim 1s for amounts payable under the 1993 acquisition
agreement The Group does not agree with the interpretation of the 1993 agreement advanced by Ermgal

and the action will be defended vigorously

¢} Tethyan Copper Company Limited — Chagai Hills Expleoration Joint Venture

In November 2006, a Constitutional Petition was filed by three Pakistani citizens in the High Court of Balochistan at
Quetta The petition 1s directed agamst several parties including the Company, the Government of Pakistan and the
Government of Balochistan and seeks a declaration that the Chagal Hills Exploration Joint Venture of 1993 and the
exploration icences granted to Tethyan are null and void The petition will be contested vigorously and the Group
remamns confident that the exploration licences have been properly granted and that this view will be upheld

36 Events After the Balance Sheet Date

On 2 March 2007, the Group agreed to sell its 50% interest in Cordillera de Las Minas S A ("CMSA") to Panoro
Minerals Limited (“Panoro”), a company listed on the TSX Venture Exchange CMSA was the joint venture entity
with Companhia Vale Rio Doce through which its interests in southern Peru were held The Group's share of the
consideration comprises US$6 0 midlion plus six million common shares i Panoro The agreement Is subject to
a number of conditions including financing by Panoro and regulatory approvals Subject to these conditions being
met, closing 15 expected to occur by June 2007
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37 Ultimate Parent Company

The immediate parent of the Group 1s Metalinvest Estabishment, which is controlled by E Abaroa Foundation,
in which members of the Luksic family are interested

Both Metalinvest Establishment and the E Abaroa Foundation are dormiciled in Liechtenstein Information relating
to the Interest of Metalinvest Establishment and the E Abaroa Foundation are given in the Report of the Drrectors
on page 60
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38 Antofagasta plc - Balance Sheet of the Parent Company and Related Notes
Parent Company Balance Sheet

At 31 December 2006 2008 2005
Notes UsSsSm Ussm
Fixed assets
Investments In subsidares 38D 665 2 6785
Currents assets
Debtors - amounts falling due within one year o4 -
- amounts owed by subsidianes 38D 4550 1953
Current asset investments (term deposits} 50 01
Cash at bank and in hand 08 22
461 0 1976
Creditors — amounts falling due within one year
Other creditors o7 (0 4)
Amounts owed to subsidiartes (299 5) 1299 5}
{300 2) (299 9)
Net current assets/{habilities) 1608 (102 3)
Total assets less current liabilities 8260 576 2

Creditors — amounts falling due after moere than one year
Prefarence shares 38E (39) 34

Total assets less total habilities 8221 5728

Capital and reserves
Called up shares capital

— Ordinary shares - equity 38F BS8 166
Reserves

- Share premium account 38F 199 2 2724

— Profit and loss account 38F 5331 2B38
Shareholders’ funds (iIncluding non-equity Interests) 38F 8221 5728

Approved by the Board and signed on its behalf on 5 April 2007

="
CH Bailey -
Director
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38A Basis of Preparation of the Balance Sheet and Related Notes of the Parent Company

The Antofagasta plc parent company balance sheet and related notes have been prepared in accordance with
United Kingdom generally accepted accounung principles {“UK GAAP”) and in accordance with UK cornpany
law The financial information has been prepared on a historical cost basis The financial statements have been
prepared on a going concern basis The functional currency of the Company and the presentational currency
adopted 1s US dollars

A summary of the principal accounting policies Is set cut below There were no changes in accounting polictes
n 2006

The preparation of financial statements in conformity with UK GAAP requires the use of estimates and
assumptions that affect the reported amounts of assets and habiliues at the date of the financial statements
and the reported amounts of revenues and expenses during the penod Although these estimates are based on
management’s best knowledge of the amount, event or actions, following implementation of these standards,
actual results may differ from those estimates

As permitted by sectton 230 of the Cormpanies Act 1985, the profit and loss account of the parent company
15 not presented as part of these financial statements The profit after tax for the year of the parent company
amounted to US$485 9 million (2005 - US$312 4 mullion)

38B Principal Accounting Policies of the Parent Company

a) Currency translation

The Company’s functional currency Is the US dollar Transactions denominated in other currencies, including the
1ssue of shares, are translated at the rate of exchange ruling on the date of the transaction Monetary assets
and habilittes, including amounis due from or to subsidiaries, are translated at the rate of exchange ruling at the
end of the financiat year Exchange differences are charged or credited to the profit and loss account in the year
in which they arise

b} Revenue recognmtion

Interest is accounted for on an accruals basis Dividends proposed by subsidianes are recogrused as income by
the Company when they represent a present obligation of the subsidianies, 1 e in the penod in which they are
formally approved for payment

¢) Dimvidends payable

Dividends proposed are recognised when they represent a present obligation, ¢ e in the penod in which they are
formally approved for payment Accordingly, an interim dividend 1s recogrised when paid and a final dwvidend 1s
recognised when approved by shareholders

d) Investments in subsidianes

Investments in subsidianes represent equity holdings in subsidianies and long-term amounts owed by
subsidianes Such investments are valued at cost less any impairment provisions |nvestments are reviewed
for impairment if events or changes in circumstances indicate that the carrying amount may not be recoverable
When a review for impairment 1s conducted, the recoverable amount 1s assessed by reference to the net
present value of expected fuiure cash flows of the relevant income generating unit or disposal value if higher

As explained in Note 38D, amounts owed by subsidianes due n foreign currencies are translated at year end
rates of exchange with any exchange differences taken to the profit and loss account

e} Current asset investments and cash at bank and in hand
Current asset investments comprise highly liquid investments that are readily convertible nto known amounts
of cash and which are subject to insigmificant risks of changes in value, typically matuning within twelve menths

Cash at bank and in hand compnse cash in hand and deposits repayable on dernand
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Notes to the Financial Statements continued

38B Pnncipal Accounting Policies of the Parent Company continued

fi  Borrowings — preference shares

The sterhing-denominated preference shares 1ssued by the Company carry a fixed rate of return without the
nght 1o participate n any surplus They are accordingly classified as borrowings and translated into US dollars
at period end rates of exchange Preference share dividends are included within finance costs

g} Equity instruments - ordinary share capital and share premium
Equity instruments 1ssued are recorded at the proceeds received, net of direct issue costs Equity instruments
of the Company compnise 1ts sterling-denominated 1ssued ordinary share capitat and related share premium

As explained above, the presentational and the functional currency of the Company s US dollars, and ordinary share
capital and share premium are translated into US dollars at histoncal rates of exchange based on dates of 1ssue

h) Cash flow statement

The Company’s individual financial statements are outside the scope of FRS 1 "Cash Flow Statements” because
the Company prepares publicly available consolidated financial statements which include a censolidated cash
flow statement Accordingly, the Company does not present an indwidual company cash flow statement

1} Related party disclosures

The Company's individual financial statements are exempt from the requirements of FRS 8 "Related Party
Disclosures” because its individual financial statements are presented together with its consolidated financial
statements Accordingly, the individual financial statements do not include related party disclosures

38C Employee Benefit Expense

a} Average number of employees
The average number of employees, including any Executive Directors was 6 {2005 - 4

b} Aggregate remuneration
The aggregate remuneration of the employees mentioned above was as follows

20086 2005
US$m USSm
Wages and salanes 21 18
Social secunty costs 02 01
Post-employment benefits - defined contribution schemes 01 -
24 19
Remuneration includes amounts paid to Executive Directors of the Parent Company
380 Subsidianes
al Investment in subsidianes
2006 2005
Ussm Ustm
Shares in subsidiaries at cost 576 576
Amounis owed by subsidiaries due after more than one year 607 6 6209
665 2 6785
Shares Loans Total
USEm Uussm USsm
1 January 2006 57 6 6209 6785
Loans made - 03 03
Loans repaid - {136 (13 8)
31 December 2006 576 607 6 665 2
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38D Subsidiaries continued

b} Amounts owed by subsidiaries due within one year
At 31 December 2006, amounts owed by subsidianes due within ene year were US$455 0 million
{2005 - US$195 3 million}

38E Borrowings — Preference Shares

The authorised, 1ssued and fully paid preference share capital of the Company comprised 2,000,000 5%
cumulative preference shares of £1 each at both 31 December 2006 and 31 December 2005 As explained
in Note 38Btf}, the preference shares are measured in the balance sheet in US dollars at penod end rates
of exchange

The preference shares are non-redeemable and are entitled to a fixed 5% cumulative dividend, payable in
equal installments in June and December of each year On a winding up, the preference shares are entitfed to
repayment and any arrears of dividend in prionty to ordinary shareholders, but are not entitled to participate
further tn any surplus Each preference share carnes 100 votes {see Note 25) at any general meeting

38F Reconciliation of Movement in Shareholders’ Funds

Called up
ordimary Share Profit
Share premium and loss
capital account account Total
US$m ussm Ussm UsS$m
At 1 January 2005 (equity} 166 2724 1291 4181
Profit for the financial year - - 3124 3124
Dmidends paid - - (577 (157 7
At 31 December 2005 and 1 January 2006 {equity} 166 2724 2838 5728
Capitalisation of share premium on bonus issue of ordinary shares 732 (732) - -
Profit for the financial year - - 4859 4859
Drwvidends paid - - (236 6) {236 6}
At 31 Decembher 2006 (equity) 898 1992 5331 8221

Detalls of authonsed and 1ssued ordinary share capital of the Company at 31 December 2005 and 31 December
2006, including details of the 4-for-1 bonus 1ssue on 19 June 2008, are set out in Note 25

The ordinary shares rank after the preference shares in entitlernent to dvidend and on a winding up  Each ordinary
share carries one vote at any general meeting
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Notes to the Financial Statements conunued

38G Independent Auditors’ Report on the Indmdual Company Financial Statements 1o the

Members of Antofagasta plc

We have audited the individual Company financial statements of Antofagasta plc for the year ended 31 December
2006 which comprise the Parent Company balance sheet and the related notes 38A to 38F These individual
Company financial statements have been prepared under the accounung policies set out therein

The Corporate Governance Statement and the Report on Remuneration and Related Matters are included i the
Group Annual Report of Antofagasta plc for the year ended 31 December 2006 We have reported separately on
the Group financial statements of Antofagasta plc for the year ended 31 December 2006 and on the information
in the Report on Remuneration and Related Matters that 1s descnbed as having been audited

This report 15 made solely to the Company’s membaers, as a body, in accordance with section 235 of the Companies
Act 1885 Ouwr audit work has been undertaken so that we might state to the Company's members those matiers
we are required 1o state to them in an auditors’ report and for no other purpose To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Company and the Company's
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective Responsibilities of Directors and Auditors

The Directors responsibilities for prepaning the annual report and the indwidual Company financial statements in
accordance with applicable law and Umited Kingdom Accounting Standards (Umited Kingdom Generally Accepted
Accounting Practice} are set out In the statement of Directors’ responsibtities

QOur responsibility 1s to audit the individual Company financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing {UK and Ireland}

We repart to you our opinion as to whether the individual Company financial statements give a true and fair view
and whether the indmvidual Company financial statements have been properly prepared in accordance with the
Companies Act 1985 We also report to you whether in our opinion the Report of the Directors 1s congistent
with the parent company financial statements

In addition we report to you If, in our opinion, the Company has not kept proper accounting records, if we have
not recetved all the information and explanations we require for cur audit, or If information specified by law
regarding Directors’ remuneration and other transactions 15 not disclosed

We read the report of the Durectors and the other information contained in the annual report for the above

year as described in the contents section and consider whether 1t 1s conststent with the audited individual
Company financial statements We consider the implications for our report if we become aware of any apparent
misstaternents or matenal inconsistencies with the indwidual Company financial staterments Our responsibilites
do not extend to any further information outside the annual report

Basis of audit optnion

We conducted our audit In accordance with International Standards on Auditing (UK and Ireland} 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the individual company financral statements [t alse mcludes an assessment of the significant
estimates and judgments made by the Directors in the preparation of the indmdual Company financial statements,
and of whether the accounting policies are appropriate to the Company's circumstances, consistently applied and
adequately disclosed

We planned and performed our audit 50 as to obtam all the information and explanations which we considered
necessary In order to provide us with sufficient evidence to give reasonable assurance that the individual Company
financial statements are free from matenal misstatement, whether caused by fraud or other irregulanty or error
In forming our opimion we also evaluated the overall adequacy of the presentation of information i the individual
Company financial statements
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38G Independent Auditors’ Report on the Individual Company Financial Statements to the
Members of Antofagasta plc continued

Cpinion

in our opinion

+ the individual Company financial statements give a true and fair view, in accordance with United Kingdormn
Generally Accepted Accounting Practice, of the state of the company’s affairs as at 31 December 2006,

¢ the mdividual Company financial have been properly prepared in accordance with the Companies Act 1985, and

+ the information given in the Report of the Directors 1s consistent with the indvdual Company financial staterments

%\“&S’?@Jd&u‘?

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London

5 Apnl 2007
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Five Year Summary

Information for the years 2004, 2005 and 2006 1s stated under IFRS Information for the years 2002 and 2003 1s stated
under UK GAAP based on the 2004 financial statements, without adjustment for any subsequent changes in UK GAAP
which would have applied in 2005 or 2006

IFRS UK GAAP
2006 2005 2004 2003 2002
Us$m  USSm  USSm USsm  US$m
Consolidated Balance Sheet Consohdated Balance Sheet
Intangible assets 2053 977 932 Intangible fixed assets a0 6 -
Property plant and equipment 23737 1,8200 17961 Tangible fixed assets 1,8632 1,8303
Investrent property 32 34 32
Investment In associate 35 28 29 Investment In associate - -
Avallable for sale investmenis 62 01 01 Other investments 04 1874
Deferred tax assets 31 86 16
Non-current assets 25850 1,8306 18971 Fixed assets 19542 20177
Current assets 24300 11,8490 1,3023 Current assets 4519 4408
Current habilities {(5139) (3891) (4045} Curmrent habilities {3089y {247 0)
Non current liabilities (6230) (6275) (7245} Long term habilittes and prowisions {8482} (936 6)
39481 27630 20700 1,290 1,2747
Share capital 898 166 168  Share capital
Share premium 1992 2724 2724 {including preference shares) 210 190
Reserves (retained earnings and Share premium 3004 2717
translation reserves} 28661 17527 1,17656 Reserves (profit and loss and revaluation) 5845 6697
Net equity attnbutable Shareholders’ funds
to equity holders of the Company 31551 20417 14655 {tncluding non-equity interests) 9059 9604
Minonty Interesis 7930 7213 6045 Minornity interests 3431 3143
39481 2,7630 20700 1,2490 11,2747
{FRS UK GAAP
2006 2005 2004 2003 2002
USsm  US$m  USSm Ussm  USSm
Consclidated Income Statement Consolidated Profit and Laoss Account
Group turnover 38700 24453 1,9421  Turnoverll 9780 7581
Total prefit from operations and associates 2,8052 11,5073 11,2034 Operating profit 3873 2139
Profit before tax 28590 15363 1,1985 Profit before tax 357 2 1768
Income tax expense (664 9) (3081) (2419} Tax (644} (299}
Minority interests (8398) (5024) (3771} Minonty interests {1121} (501}
Net earmings (profit attnbutable to equity Profit after tax and
holders of the Company) 1,3543 7258 579§ minonty Interests 1807 968
EBITDAR) 29573 16741 13567 EBITDAR 5243 3497

See footnotes on page 138
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IFRS UK GAAP
2008 2005 2004 2003 2002
cents  cents  cents cents  cents
Earnings per Share® Earnings per Share®
Basic earnings per share 1374 736 588 Earnings per share 183 98
Dividends to Ordinary Shareholders Dividends to Ordinary
of the Company®3 Shareholders of the Company®
IFRS UK GAAP
2006 2005 2004 2003 2002
cents cents cants cents cants
Dwvidends per Share Proposed
in refation to the Year Ordinary Dividends per Share — Equity
Qrdinary dividends {intenm and final} 82 80 78 Ordinary dividends (internim and final) 70 56
Special dvidend 400 140 80  Special dvidend!4 222 -
482 220 158 292 56
Dividends per share paid in the year
and deducted from equity 240 160 78
IFRS UK GAAP
2006 2005 2004 2003 2002
UsSsm  USSm  US$m UsSsm  US$m
Consolidated Cash Flow Statement Consolidated Cash Fiow Statementt®
Cash flow from operations 28101 18475 12535 Net cash inflow
from operating activities 5102 3503
Dwidends from associates o4 10 -
Income tax paid (4982) (3438 {143) Tax {129} 155
Net cash from aperaung activities 23123 13047 12392
Investing activities
Acquisition of subsidiaries and associates Acquisitions and disposals {195 2) -
and recovery of Chilean VAT {394 5) 77 28
Purchases and disposals of plant, property Capital expenditure and
and equipment and disposal of availlable financial investment {7820 167 3}
for sale Investments (506 6) (2189} (80 1)
Net cash used in investing actvities 9011 {21172y (77 3)
Financing actmties
Dividends paid to equity holders Equity dwidends paid 582y {698}
of the Company (2366) {1554} (76 5)
Dmvidends paid to preference holders Returns on investment and
and minonties, interest paid servicing of finance {1087} (76 7}
and interest received (5778} (3712) (1349
New borowings less repayment of Net cash outflow from financing {1114 (1267
horrowings and finance leases (1076} {1394) (2633}
Movement on medium term deposits(6) - - 270  Management of hquid resources —
movement In medium term
deposits!®) 529 31
Net cash used in financing activities {822 0) (6660} (44777 Net cash (outflowlfinflow in the year (15} 12
Net increase in cash and cash equivalentsi®) 4892 4275 7142 Net cash flow in the year before
movement In term deposits® 1098 1279

See footnotes on page 138
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Five Year Summary continued

{FRS UK GAAP

2006 2005 2004 2003 2002
Ussm  USSm  US$m UStm  USSm

Consolidated Net Cash Consolidated Net Debt
Cash at bank and in hand 76 34
Current asset investments 1881 2490
Cash and cash equivalents 1,8055 13168 8814 1857 2524
Short-term borrowings!”) (976) (972} (1047}  Loans due within one year® (166 7} (1240}
Medium and long-term borrowings(? {2611} (368 1) 1498 1} Loans due after more than one year® (690 8} (841 3)
(3587) {4653} (602 8} (857 5} (965 3)
Net cash at the yearend 1,4468 8515 2786 Net debt at the year-end {661 8) (7129}

) Turnover 1s preserted net of wling charges for concentrate sales and the comparatves for 2002 and 2003 have been restated accordingly

{2) EBITDA refers to Earnings Before Interest, Tax Depreciation and Amortisation and 15 defined in Note 5(a) to the financial statements on page 92
EBITDA for 2005 and 2006 1s reconciled to operating profit i the Financial Review on page 26

(3} Earnings per share and dividends per share have been restated for the effects of the 4-for-3 bonus issue an 19 June 2006

@) During 2003 Antofagasta plc demerged s 33 6% mnvestment in Quinenco 5 A As a result of the demerger ordinary shareholders in Antofagasta
received a special dividend on one share in Andsberg Limited for each share held in Antofagasta Andsberg is an unlisted Jersey-registered company
which has as its pnncipal asset the investment in Quinence The Andsberg shares were redeemable for a irmited penod at US$22 2 cents per share
(US$111 per share pnor 10 the restatement for the 2006 bonus 1ssue) and this value has been used to derve the value of the 1otal dividend per share

of US$29 2 cents (restated) for 2003

(5} The order of presentation of terns of the surmmary UK GAAP cash flow staternents for 2002 and 2003 has been amended to facilitate compansan

with the surmmary iFRS cash flow statements for 2004 2005 and 2006

() Short-term cash investments maturing within three months of acquisition previously disclosed under UK GAAP as “current asset investments” are
classified under IFAS as “cash equivalents” Due to these differences in classification the net increase tn cash and cash equivalents under IFRS
does not correspond to the net cash (outflowlfinflow in the year under UK GAAP For the summary UK GAAP cash flow statements for 2002 and
2003 net cash flow in the year before movernent In term deposits has been computed to provide a more comparable (but not equivatent) measure

to net increase In cash and cash equivelents under IFRS

M Borrowings under IFRS include amounts due under finance leases and preference shares

8 oans under UK GAAP include amounts due under finance leases
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Mining Production, Transport and Water Statistics

For the year ended 31 December 2006

2006 2005

m Q2 Qa3 Q4 Year Year
Group Total
Total copper production (‘000 tonnes) 1070 1009 126 4 1312 465 5 467 3
Total molybdenurn production ( 000 tonnes) 20 21 29 28 98 87
Weighted average cash costs {cents per pound) 497 439 314 380 40 2 139
Los Pelambres (60% owned)
Daily average ore treated { 000 tonnes) 1208 1185 1300 1391 127 4 1281
Average ore grade (%) 081 o84 078 083 081 080
Average recovery (%} 881 882 893 892 887 892
Concentrate produced {"000 tonnes) 1948 2002 207 4 2403 8426 8651
Average concentrate grade (%) 396 400 402 396 399 385
Fine copper in concentrate {000 tonnes) 7686 698 918 970 3352 3338
Payable copper in concentrate {'000 tonnes) 741 675 888 938 3242 3228
Average moly ore grade {%) 0026 0027 0028 0029 0028 0022
Average moly recovery (%} 744 76 0 778 758 761 799
Payable moly in concentrate (‘000 tonnes) 20 21 29 28 98 87
QOn-site and shipment costs [cents per pound} 545 56 8 56 5 577 664 471
Teling charges for concentrates {cents per pound) 348 454 419 373 397 276
Cash costs (before by-product) (cents per pound} 893 1022 984 950 96 1 747
By-praduct credits {cents per pound) {59 5) 837} (927} (80 4) {797) {91 8
Cash costs (cents per pound) 298 185 57 14 6 164 {17 1)
El Tesoro {100% owned, 61% until 24 August 2006)
Daily average ore treated {'000 tannes) 297 2886 279 287 287 272
Average ore grade (%) 0938 118 125 12 116 123
Average recovery (%} 779 739 804 800 781 B0 2
Copper cathodes { 000 tonnes} 208 218 258 2586 940 981
Cash costs [cents per pound) 796 798 761 791 786 66 1
Michilla (74 2% owned)
Daily average ore treated ('000 tonnes) 146 154 150 158 152 149
Average ore grade {%) 113 107 103 099 105 110
Average recovery (%) 762 764 809 794 782 754
Copper cathodes {'000 tonnes) 121 M6 17 119 473 464
Cash costs {cents per pound) 1202 12389 127 8 13389 1264 1188
Transport (100% owned)
Ratl tonnage transported { 000 tons) 1,122 1,011 1,104 1,249 4,486 4,336
Road tonnage transparted { 000 tons) 383 367 361 345 1,456 15622
Water (100% owned)
Water volume sold — potable and untreated { 000m3) 9,304 9,231 9,328 9,935 37,798 33,074

Notes

a] The production figures represent the total amoun1s produced for aach mine not the Group s stiributable share for each mine

b) Los Pelamires produces copper and moltxlenum concentrates and the higures for Los Pelambres are expressed in terms of payable metal contained in
concentrate The copper concentrate also contans gokt and sdver for which Los Pelamibxes 18 creditad when the concantrate 18 sold Bl Tesoro and Michda produce
copper cathades with no by-products

¢} Cash costs ars a measure of tha cost of operatonal production expressed In terms of cenis per pound of payable copper produced Cash costs are stated pet of
by-product credits and include tothing charges tor concentrata for Los Pelambres Cash costs exclude depreciation financial iIncome and expenses hedging gains and
losses exchange gains and lossas and corporation 1ax for all three operations By-product caiculations do not take inta account unrealised mark to-market gains for
mgiybdenum at the begmning o end of each penod

o) Water volumes inclutie water transpariation af 270 thousand m? in 01 740 thousand m? in 02 254 thousand m? n Q2 and 340 thousand m? i G4 totalling
1 604 thousand m? tor 2008 {2005 - 1 047 thousand m3)

@} Ths totals in the table may include some small apparani ditferances as the specific indmadual figuras have not been rounded
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Mining Reserves and Resources

At 31 December 2006

Tonnage Copper Molyhdenum Gold Silver
millktons of tonnes {%) (%) {gftonne) {ghonne)
2006 2005 2006 2005 2006 2005 2008 2005 2006 2005

Ore reserves
Los Felambres (60% owned) — cut off grade 0 4%

Proved 1,0309 8310 067 oca 0018 0019 0034 0034 116 120
Probable 6339 6559 062 064 0016 Q016 0032 0032 082 093
Total Proved and Praobable 1,8848 14869 065 066 0018 0018 0033 0033 103 108
Possible 4598 5252 058 059 0014 0014 0032 0033 051 057
Total 21246 20121 064 064 00318 0017 0032 0033 092 095
El Tesoro (100% owned, 61% until 24 August 2006} — cut off grade 0 41%

Proved 1068 1135 074 079 - - - - - -
Probable 99 96 073 074 - - - - - -
Total Proved and Probable 167 1231 074 079 - - - - - -
Possible 03 02 083 083 - - - - - -
Tota! 1169 1234 074 Q79 - - - - - -
Michilla (74 2% owned) — cut off grade — see nota (e}

Praved 87 124 087 109 - - - - - -
Prabable 69 ns 137 135 - - - - - -
Total Proved and Probable 156 240 109 122 - - - - - -
Passible 06 a1 108 125 - - - - - -
Total 162 s 109 123 - - - - - -
Group Total Proved and Probable 1,7971 16340 086 068 - - - - - -
Group Total Possible 460 7 5335 058 060 - - - - - -
Group Tota! 2,25T8 21675 064 066 - - - - - -

QOre resources {including resarves}
Los Pelambres (80% owned} — cut off grade 0 4%

Measured 1,502 11,0091 066 067 0018 09 D030 0034 112 115
Indicated 81654 8730 060 063 g5 0015 0030 0032 078 083
Inferred 9732 11840 057 058 0014 Q014 0030 0033 048 045
Total 2,9388 30761 081 062 a7 0016 0030 0033 080 081
El Tesoro {100% owned, 61% until 24 August 2008) - cut off grade 0 41%

Measured 1363 1492 072 074 - - - - - -
Indicated 287 280 069 064 - - - - - -
Inferred 15 15 052 059 - - - - - -
Total 1655 1797 072 073 - - - - - -
Michilia {74 2% owned) - cut off grade — see note (e)

Measured 154 154 145 174 - - - - - -
Indicated 323 Nns 137 1569 - - - - - -
Inferred 179 205 122 148 - - - - - -
Total 656 678 136 168 - - - - ~ -
Group total 3,1699 332386 063 065 - - - - - -

Notes to Mining Reserves and Resocurces
al The raserves and resourcas figures represent full raserves and resources not the Group s artributable shara for each mine
b Ore resources refer to mataral of Nthnsic aconomic Interest oocurnng 1n such form and quanty that there are /easonable prospects for eventual economic extraction
Ore raserves refer 1o that part of a resource for which appropnate assessments have been camed out to demonsirate at a given date that extracuon coukd be reasonably
jusufiad and which include consideraton ot 2rd modidication by realistically essumed minng metalurgical economic marketng, legal anvronmertal social and
govemmamal tactors Resources are stated inchusive of raserves
c} The resarves and tesources disciosed n the table sbove relate only 10 the Group s current operations The Group also owns or 1s Interested w a number of other
propartes which hava been the subect of exploraton programmes Thesa includa
{} the Esperanza daposit for which a teasibifity study 1s expected tc be completed during 2007 The current dribinferred sulphide resource at Esperania i
788 million tonnas of ore with an average copper grade of O 53% an sverage gold grads of 0 20 g/tonna and an average molybdanum grade of 0 012%
based on a cut-cif grade for copper of 0 30% The resource also contans 72 milhon tonnes of oxide ore with an average copper grade of 0 43% at the sama
cut-oft grade (this s included wathin the Sserra Gorda resourca figure prowdad in pount (v below)
() the Rako Diq deposit for which en updated rasources estmate i axpected 1o be completed by the and of 2007 Tre current esumate 15 2 4 bdfion tonnes of ore
with an average copper grade of 0 51 % and an average gold grade ot 0 27 g/ionne
(1l the Antucoya — Buey Muerta deposit for which the current estmate 13 460 millon tonnes of ore with an sverage copper grade of (41%
(4 various mining propert:as in the Sierra Gorda region with 2 combined estimated resource of 385 million tonnes of ora wath an average copper grade of 0 53%
{ttus inchodes the 72 milion 1onnes of oxade ore ot the Esperanza deposit reterred ta in pont {} above)
d) The main changes in the ore resources are as follows
{} the decraase i the tot2l Los Pelambras resources 6f 137 mulion 10nnes s dus to the extraction of are dunng 2006 (55 milion 1onnes) and the updating of the
geclogical model to incomparate the results of recant diling (83 milion tonnash
{i} the decrease in the total €l Tesoro resources of 14 milbon tonnes 15 dus 19 the extracton of ore dunng 2008 {10 mBion tornes) and the updating of the mine plan
{u) the decrease in the total Michila resources ot 2 milion tonnes s due to the extiaction of ore dunng 2006 (6 mihon tonnes) otset by changes to the open pit
rasources model
#) Tha operations at Muchilla comprse an open pid mine an underground mine and other workings A cut-off grade of 0 4% was applied 10 the open pit mne £2005 — 0 5%)
8 cut-ot! grade of 1 2% 10 the underground mine (2005 — 1 5%) and a cut-off grade of 1 5% 1o ather workings to amve &t tha resenve and resource calculations
1) The tota's in the teble may include some small epparent ditferences as the speciiic indmauat hgures have not been rounded
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Glossary and Definitions

Business, Financial and Accounting

ADASA
Aguas de Antofagasta S5 A

ADR
American Depositary Receipt

AlFR
All Injury Frequency Rate

AMSA
Antofagasta Minerals $ A

ATl
Antofagasia Terminal Internacional S A {Antofagasta port)

Australian Dollars
Australian currency

Barnck Gold
Bamick Gold Corporaton {joint venture partner)

Board
The Directors of Antofagasta plc who collectively have
responsibility for the conduct of the Group's business

Cash Costs

Cash costs are a measure of the cost of operational production
expressed in terms of cents per pound of payable copper
produced Cash costs are stated net of by-product credits and
include tolling charges for concentrates for Los Pelambres

Cash costs exclude depreciation financal iIncome and expenses,
hedging gains and losses exchange gains and

losses and corporation tax

ccu
Companifa de Cervecerlas Umidas S A (an investment of
Quifienco S A)

CECOM
Company Ethics Committee

CERCOR
Corporate Ethics Committee

cGU
Cash Generating Unit

Chilean Peso
Chilean currency

Combined Code

The Combined Code on Corporate Governance published by
the Financial Reporting Council In July 2003 and epplicable
to listed companies for reporting years beginning on or after
1 November 2003

Companies Act 1985
Principal legisliation for United Kingdom company law

Company
Antofagasta plc

CVRD
Cormpaniia Vale Do Rio Doce (joint venture partner)

DIA
Enwvironmental Impact Declaration

Directors
The Directors of the Company

EBITDA
Earrungs Before Interest, Tax, Depreciation and Amortisation

Equatonal Mining Limited
A company incorporated 10 Australia
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ElA
Environmental lmpact Assessment

EMS
Environmental Management System

EPS
Earnings per share

ESSAN

Empresa de Servicios Sanitarios S A {former Chilean
Government company that administrated water distnbution
in Antofagasta Region)

EU
European Union

FCA
Empresa Ferroviaria Andina S A

FCAB
Antofagasta Rallway Company plc

FTSE
Financial Times Stock Exchange

GAAP
Generally Accepted Accounting Practice or Generally Accepted
Azcounting Pnincples

GDP
Gross Domestic Product

Government

The Government of the Republic of Chiie

Group

Antcfagasta plc and its subsidiary companies

I1AS

International Accounting Standards

IASB |
Internanonal Accounting Standards Board

IFRIC

Internationzl Financial Reporting Interpretations Commitiee
IFRS

International Financial Reporting Standards

1SO 8001

An international guality management system standard published
by the International Organisation for Standardisation

ISO 14 003
An international envirgnmental management systern standard
published by the International Orgamisation for Standardisation

VA
Chilean Value Added Tax {Chilean VAT}

LIBOR
London Inter Bank Offer Rate

LME
London Metal Exchange

LTIFR
Lost Time Injury Frequency Rate

OHSAS 18 001
Occupational Health and Safety Assessment Series (standards
for occupational health and safety management systems)

Realised Prices
Effective sale price achieved companng revenues [grossed up
for tolling charges for concentratest with sales volumes
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Severity Rate
Number of lost days durning the year in relation to the number
of hours worked

Sterling
United Kingdom currency

Tethyan Copper Company Limited
A company incorporated in Australia

Turnbull Guidance

The rewvised guidance on internal conirel for directors on
the Combined Code 1ssued by the Tumbull Review Group
in October 2005

UF
Uridades de Fomentos an inflation-adjusted unt of account
used n Chile

UK
United Kingdom

us
United States

US Dollars
Uniuted States currency

Mining Industry

Grade A Copper Cathode
Highest quality copper cathode (registered and certificated
in the LME for Michtlla and El Tesoro mines}

By-products

Products obtained as result of copper processing The

Los Pelambres mine preduces molybdenurn concentrate and
alse recatves credit for the gold and sitver content in the copper
concentrate sold

Cathode Copper
Refined copper produced by electrotytic refining of impure
copper by electroowinning

Concentrate

The product of a physical concentration process such as
flotation or grawity concentration which involves separating

ore minerals from unwanted wasted rock Concentrates require
subsequent processing (such as smeltng or leaching) to break
down or dissolve the ore minerals end obtain the desired
elemeants usually metals

Contamned Copper (Grade)
The proportion of copper present in the ore, expressed as
a percentage

Cut-off Grade
The lowest grade of mineralised matenal considered economic
to process Used in the calculation of ore reserves and resources

teaching
Process used 1o separate the copper contained in the ore by
means of slowly percolating solutions

Ore
A rock from which metal{s} or mineral(s) can be extracted

Ore Resources

Matenal of intnngic economic interest occurnng in such form
and guantity that there are reasonable prospects for eventual
economic extraction

Ore Reserves

Part of Ore Resources for which appropriate assessments

have been carned out to demonstrate at a given date extraction
could be reasonably justfied and which include consideration of
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and modfication by reahsucally assumed mining, metallurgical,
economic marketing legal emaronmental socral and government
factors Resources are stated inciuswve of reserves as defined in
JORC (Australasian Joint Ore Reserves Commuttee)

Oxide and Sulphide

Differant kunds of copper contained ore Oxide ore processing
generates cathode copper as the finished product Sulphide
ore processing normally generates concantrate

Payable Copper
The proportion of contained copper for which payment 1s
received after metallurgical deduction

SX-EW

Solvent Extraction and Electro Winning Process for extracting
metal from an ore and producing pure metal First the metal s
leached into solution the resulting sclution 1s then punfied in the
solvent extraction process the solution is then treated in an electro
chemical process {electro wanning} to recover cathode copper

Taings Dam

Construction used to deposit the rock waste which remains
as a result of the flotation process after the concentrate has
been extracted

TC/RC
Treatment and refining charges being terms used to set
the smelting and refining cost

Tolling Charges

Charges or margins for converting concentrate into fimshed
matal Thase include TC/RCs prnice participation and price
shanng for copper concentrate and roasuing charges for
molybdenum concentrate

Currency Abbreviations

USS - US Dollar

US$ 000 ~ Thousand US Dollars
USSm — Milion US Dollars

£ — Sterling

£ 000 — Thousand Sterling

£m — Mtllion Sterling

Ch$ - Chilean Peso

CH$ 000 - Thousand Chilean Pesos
Ch$m = Milion Chilean Pesos

AS - Australian Doltars

A$ 000- Thousand Australian Dollars
A$m — Milhon Australian Dollars

Defimtions and Conversion of
Weights and Measures

gt = gram per tonne

b — pound

Cunce or 0z - a troy ounce

000 m* - thousand cubic metres
000 tonnes — thousand tons

1 kilogramme = 2,204 62 pounds

1 metric tonne = 1 000 kilogrammes
1 kitometre = O 6214 miles

1 troy ounce = 31 1 grammes

Chermical Symbols

Cu - Copper

Mo - Molybdenum
Au - God

Ag - Sibver
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