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Beyond our past achievements
and current performance, what
sets us apart is the opportunity
that still lies ahead: our world-
class precious metal assets,

an exceptional portfolio of
development and exploration
prospects, proven execution

What sets us apart, however, isn't our

ca pa b|||t|es a nd commitm ent past achieverment or current position,
but rather the opportinity that still ties
to SOC|aI responS|b|I|ty' Together' ahead. We have world-class precious
. metal assets and an exceptional portfo-
these form the fou ndation Of trU|_y lio of development projects and explora-
. tion prospects, whichr combined with the
sustainable growth that creates qualty of our people, proven execution
capabilities and commitment to sociol
value for all our stakeholders. responsibility form the foundation of

truly sustainable growth.
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HIGHLAGHTS FROM THE YEAR
Fresnillo plc has delivered another year of

strong performance.

LEADERSHIP
e Record attributable silver production of 37.9 million ounces,
up 8.8% over 2008
e Gold production of 276,584 ounces, up 4.9%

RSHIF QUALITY SUSTAINADLE GROWTH

LEADE

QUALITY
® Adjusted revenue' up 12.4% to US$944.0 million
¢ Operating profit up 51.2% to US$428.8 million
¢ Production costs place us In a leading position in the precious
metals mining industry
® Robust balance sheet with strong cash position and no debt

SUSTAINABLE GROWTH
e Double digit increase In the total resources base
¢ Soledad-Dipolos development works completed ahead of
schedule and within budget
e Mineralisation extended at all advanced exploration prospects
and further exploration land acquired

A E
j 03 ; 024 i
ATTRIBUTABLE ATTRIBUTABLE ADJUSTED REVENUE EBITDA ATTRIBUTABLE
SILVER PRODUCTION  GOLD PRODUCTION {Us$ rralhion} S$ mihon) PROFIT
Moz} (Koz} {Us$ million)

revaluation effect in working capital
{US$ rmullion) Uss rulhon}

* Silver production expected to be n line with 2009

* Gold productian expected to be higher reflecting Soledad-Dipolos contribution
s Saucito construction on track, with planned start up in 2011

» Larger exploration budget

= Stable ore grades
= Continued focus on improvement in safety performance
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LETTER FROM THE CHAIRMAN

Dear Shareholders,

it 1s a privilege to report that Fresnillo plc has delivered another year of
strong performance As we stated at the tme of the Group's iritial public
offering in 2008, we are committed to mamntaining our position as the
world's largest primary silver producer, with the goal of producng 65 mi-
lion ounces of silver and 400,000 ounces of gold per yvear by 2018 Results
In 2009 indicate we are firmly on track, with strong operational perfor-
mance, quality and sustainable growth across our operations

The Group more than delivered on its commitments dunng the past year
Silver production reached record levels, planned cost reduction and effiaen-
cy projects were completed, and progress at exploration and development
sites was on target, with the start-up of Soledad-Dipolos ahead of schedule
and within budget Indicators of future performance remained strong, with
double-digit mine ife and a significant increase In total ore resources, These
results further underscore the Group's strong competitive advantages

= Global leadership in the pnimary production of silver

= Operational excellence and low-cost production

= A robust resource base and exceptional growth portfolio

* A large land position in Mexico, which provides an attractive environ-
ment for mining activities

* Management's proven execution capabilities

* Strong balance sheet

* An enduring commitment to corporate responsibiiity

OUR STRATEGY

LEADERSHIP - QUALITY - SUSTAINABLE GROWTH

e Continuing the sustainable development of the group
e Maximising the potential of existing operations

e Delivering growth through development projects

e Extending the growth pipeline

e Maintaining strict financal disapline




We enter 2010 well-positioned to deliver continued growth.

The nse in Fresnillo plc's share price accompanied a rally in pre-
aous metal pnces Nonetheless, we believe that our ranking as
the top performer In 2009 among gold and siver miners in the
FTSE350 Index, and number three among all mining compa-
nies In that Index, are ewdence of the market's recognitton of
our operational performance and the guality of cur asset base

The Company has the fundamental ingredients for fong-
term sustainable growth The Board utihses a number of
indicators, as set out in this report, to moniter the tmple-
mentation of the Group's value-creation strategy and to
measure its effectiveness in delivening against objectives

We enter 2010 well-positioned to deliver continued
growth, As of today, gold and silver prices are significantly
higher than they were one year ago, buoyed by momen-
tum in investment demand and signs of a glebat econormic
recovery The start up of Soledad-Dipolos as an operat-
ing mine will boost attributable gold production by an ex-
pected 20% Major construction on the first stage of the
Saucite mine will near completion dunng the coming year,
and ore from the project 1s already being processed in the
Fresnillo mill and contributing to silver production

We have authonsed a 58% ncrease in the 2010 explora-
tion budget to US$77 6 mullion, which 1s commensurate

with our expectations of finangial performance Our fo-
cus remains on censclidabing mining districts, expanding
the growth platform and ensuring that our reserve and
resource base are of the highest quality To that end, the
Group will pursue acquisition opportunities that may arse
if they are value accretive to our shareholders and comply
with our strategic and financial return crnitena {See Strat-
eqy and KPIs on pages 10 to 15)

I would hike to extend my appreciation to my fellow Board
members for their dedication and invaluable advice This
diverse group of professionals combine a wealth of expen-
ence and perspectives to enhance the strategy and gover-
nance of the orgarusation 1 would also like to commend
the Group's executives and employees for their impressive
execution agamst objectives this year, demonstrating the
strength of their comymitment and teamwork

Alberto Baillé
NON-EXECUTIVE €

58%
Increase in the 2010
exploration budget

to US$77.6 million " ooy

SUSTAINABLE GROWTH
SXp.Creln S & corerstere

CF Cdr growron strategy

L GROWTH

QUALITY S\

LEA

LETTER FROM THE CHAIRMAN



FRESNILLO PLC 2009 ANNUAL REPORT

CHIEF EXECUTIVE’S STATEMENT

Dear Sharcholders,

| am pleased to report a year of significant operational progress record attnb-
utable silver production, the completion of development works and start-up
of operations at Soledad-Dipolos, advances at the Saucato project, substantial
increase in total resources, and mineralisation extended at our major explora-
tion praspects We enter 2010 with a strong cash position and no debt

These results are the outcome of a strategy designed to create value across
precious metals cycles a focus both on operational excellence in rmaxirmis-
Ing current assets, and on delivering long-terrn growth through ore reserve
replacement and expansion INto new projects

We have a strong foundation upon which to deliver on this cormmitment
to stakeholders

+ Leadership: The Fresnillc Group i1s the world's leading pnmary siiver
producer and Mexico's second largest gold producer Among our glebal
precious metals peers, we are ranked in the lowest gquartile on the cash
cost curve Leadership 1s also an attnbute exemphfied on the ground
through our people The Group's professionals make a substantial differ-
ence In where we choose to explore, how prospects are evaluated, the
pace at which projects are developed, the efficency with which we oper-
ate our assets, and the effectiveness of our admunistrative processes

» Quality: We have world-class, low-cost precious metal assets, Including
the largest silver mine in the world At 31 December 2009 we had double-




Focused on increasing productivity, reducing costs, expanding the
resource and reserve base, and strengthening our growth pipeline.

digit reserve life at all our mines and attnbutable reserves
of 374 0 million ounces of sitver and 4 3 million ounces of
gold This s an indication of the quality of our mine devel-
opment and exploration efforts

+ Sustainable growth: We have an extensive portfolio of
high quality exploration projects and prospects, along with the
largest land possoon for preaous rmetals exploration and min-
ing N Mexico In 2009 we once again extended mineraiisation
at all advanced exploration prospects and further consclidated
our mining districts At 31 Decernber 2009, total attnbutable
resources Induded 1,289 0 million ounces of siver (2008 1,115 9
Moaz) and 13 9 millon ounces of gold (2008 12 0 Moz) Our aim
1s to delver one new mine or mine expansion a year for the next
four years, starting with Soledad-Dipolos

These attnbutes are backed up by our comrtment to sustain-
able development We have developed a comprehensive health,
safety and environmental management systern that integrates
personnel trarmng and developrment In addition, we invest in
conservation and biodiversity efforts and cosely collaboratewith
communities to ensure that our growth is truly sustanable

OPERATING AND FINANCIAL RESULTS

In 2009 we delivered strong performance and made progress
across all our KPIs {see KPIs on pages 12 to 15) Attribut-
able silver production achieved a new record, nsing 8 8% over

WHAT WE EXPECTED TO ACHIEVE IN
LAST YEAR'S ANNUAL REPORT

Production at Fresnillo:
in line with 2008

Preduction at Ciénega:
1n line with 2008 producticn

Production at Herradura:
small increase over 2008 production

Completion of construction at
Soledad-Dipolos

Pre-feasibilithy study for first stage
at Saucite; upgrade/expansion of ore resources

2008 to 37 9 milion ounces This was largely as a result of
an increase in ore volumes milled at Fresnillo, higher metal
contents extracted from the development works at Saucito,
and higher silver ore grade at Giénega

Attributable gold production surpassed our expectations, nsing
4 9% to 276,584 ounces Greater throughput at Herradura and
Fresnillo helped compensate for the lower average gold cre
grade at Uénega Total gold production at Herradura reached
an all-time record with 259,839 ounces Production at Ciénega
has now been stabilised at approximately 100,000 cunces per
year, furthermore, a capacity expansion project was approved
for 2010 with higher production expected in 2011

Lead and zinc production, by-products of the Fresnillo and
Cénega mines, dedined 3 0% and 13 3% agamnst 2008, re-
spectively, due to lower grades at Ciénega

Market conditions and metals prices evolved favourably
over the course of the year By the second half of 2008, gold
staged a remarkable rally and rose to new histonc levels,
while silver largely recovered the ground it had lost at year-
end 2008 For 2009 as a whole, the market price for gold
averaged US$972 98 per ounce, compared to US$871 71
per ounce In 2008, while the average market silver price
was US$14 67 per ounce, compared to US$14 97 per ounce
in 2008

HOW WE
PERFORMED

Silver production
rose 4.9%

Silver production rose 67.3% but gold
declined 11.5%

Significant 18.6% increase in attributable gold
production, 38.5% n silver

Accomplished ahead of time and within budget;
first dore bar poured on 9 December 2009

Accomplished

LEADERSHIF QUALITY SUSTAINABLE GHOWTH

Chief Executive 5 statermant
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A number of Input costs were higher in the year when compared
to 2008, particularty dnling steel, sodium cyanide and tyres, but
the average 21 4% devaluaton of the Mexcan peso against the
US dollar meant that costs denorminated In pesos, representing
approxmately 70% of total production costs, were significantly re-
duced when converted to US doflars Combined with greater ore
throughput, this served to deqease costs per tonne at all three
operating rmines We also worked more effiaently this year, as
measured In total equivalent siver cunces produced per person

Qur finanoal perforrmance reflected the combination of
higher average metal prices, excellent operational results
and lower costs per tonne Adjusted revenues, which exclude
treatment and refirang charges and hedging results, rose
12 4% in the year Total revenues increased to US3849 9 mil-
lion, 18 0% higher than at 31 December 2008 EBITDA rose to
Us$496 6 million, with a significant expansion in the margin
from 46 8% n 2008 to 58 4% in 2009 Net profit attnbutable
to shareholders, prior to Silverstream revaluation effects,
was US$308 0 million, 140 8% higher than in 2008

There was a 65-day labour strike at the lead-silver refinery of our
custorner Met-Mex Pefioles?, where all products from our mines
are shipped under contract During this stmke we rmanaged to
export part of our concentrates, preapitates and dore at similar
terms with no major finanaal impact.

Fresnillo pic has no bank debt, and as at 31 December 2009 a cash
position of Us$312 2 million, 47 3% above the 2008 figure, which
shows continued strengthening of our balance sheat

INVESTING IN PRODUCTIVITY AND COST CONTROLS

At Fresnillo, we constructed a water treatment plant to treat
sewage from the aty of Fresnillo Instead of utilising fresh water
from aquifers, the flotaton plants at Frasnillo and Saucto will
use treated water, which bnings environmental benefits to the
commurity and reduces our fresh water consumption costs
Construction was completed in 2009 and the plant 1s now fully
operational We are also constructing a new shaft to extract
muneral from the western zone of the San Carlos vein and re-
duce haulage costs The first stage of the project, expected to
be completed In 1H 2011, 1s progressing according to schedule

AL (énega, we completed the optirmisation of the leaching arout
by the year end We have already begun to see an Improverment,
in recovenies, which were further enhanced wiath the Knelson
gravimetrc ¢oncentrator that started operations in Septem-
ber The sinking of the shaft at Génega a further 300 metres 15
progressing according to schedule and should be conduded in 2H
2011, this project wall enable us to gain access to deeper ore re-
serves In addition, an increase in muling capaaty frorn 755,600tpy
0 930,000tpy was approved at an iInvestment of US$24 9 million,
whidh will Increase average production to 110,000 cunces of gold
per year; this project will commence in 14 2011

AL Herradura, the expansion of the benefication plant to in-
crease the flow from 1,200 m® to 1,600 m? per hour was com-
pleted at year end, allowing us to maintamn production above
250,000 ounces of gold per year In addition, the laboratory

was expanded to receive samples fram Soledad-Dipolos and
incduded the installation of an automated sampler system
We concluded construction of the seventh leaching pad in
2009 and began work on the eighth, and acquired new mobile
equipment to enhance productmty

DELIVERING GROWTH
Our pipeline of organic growth indudes two developrment projects
and a number of advanced and long-term exploration prospects

Constructon was completed at Soledad-Dipolos in Decernber
2009, ahead of schedule and within budget This project will be
an operating mine in 201 0, with commeercal production having
started in January 2010 Total annual gold production 15 expect-
ed to be 100,000 ounces, inceasing to approximately 130,000
ounces In the following years with an investment of US$34 0
mullion in mobile equiprment and leaching pads

At Saucito, the pre-feasibibty study for the first phase of
the project was approved in August 2009 with total capital
expenditure of US$309 0 millon Mining operations at this
wortd-dass silver deposit are scheduled to begin in 2011, with
expected first year production levels of 4 7 million ounces of
silver and 22,500 ounces of gold gradually rarnping up by the
third year of operations to approximately 9 0 milllon cunces
of sitver and 45,000 ounces of gold In 2009, 735,744 ounces of
sitver and 2,880 ounces of gold were obtained from the devel-
opment works at Saucito and processed at the Fresnillo rmll

Results frorm exploration actvities during the year were
Very encouraging

+ 173 1 milon ounces of siver added 1o the resource base (+15.5%)
« 1 9 muthon ounces of gold added to resource base (+15 8%)

Of particular note was the preliminary confirmation of ore
resources at Noche Buena We have acceferated the explo-
ration programme n 2010 in order to determine whether a
pre-feasibility study should be conducted

in addition to organic growth, we also evaluate potental ac-
quisitions on an ongoing basis These targets rmust meet stnct
operational requirements and value creation cntena In 2009
we evaluated a number of acquisitions, none of which were
considered to be in the best interest of shareholders

Nonetheless, we are optimistic about new opporturities for
growth and remain open to potential acquisiion opporturities
that may anse If they are value accretive to our shareholders
and comply with our strategic and financiat retum cntena We
will comrmence exploration activiies In Peru, which has a rich
mining tradition and significant potential for precious metals,
having incorporated Fresnillo Per in 2009

COMMITMENT TO SUSTAINABLE DEVELOPMENT

Health, safety, environment and community relations pro-
grammes are an integral part of the Group’s actwbes, | am
pleased to report another improvement in safety performance
once again zero fatalities, and an improvernent in safety indices

2 Snce 2006 the pnmary products from the Group's muncs silver- and gold nch lead and zinc concentrates and dore have been sold to the Pedoles Group's refirung and smedt~
ing faality at Tormedn, operated by Met-Mex Pendies S.A. de C V (Met-Mex) under o semies of supply agreements. See Customer Relationsinps i the Directors Report, page 83




QOur adherence to domestic and international standards of
environmental performance 1s evidenced by IS0 14001 certi-
fication at all rmines and exploration offices In addition, Her-
radura completed the certification process for adherence to
the International Cyanide Management Code, and we 1niti-
ated the process at Ciénega

We continue to enjoy excellent relatiens with our personnel
Annual labour negotiations concluded with the agreement
of a 6% wage increase, 1% increase tn fringe benefits and a
one-time bonus of 1% of base salary for 2009 Commurity
investrnents this year included education programmes and
sponsorship of athletic tearns, arts and culture

Efforts to protect brodiversity are considered within our op-
erations’ planming process, Induding investments I nursery
management, reforestation and conservation efforts In 2009
Fresnilo plc becarmme a founding member of the Corporate
Commitment to Wilderness This (s an inibative of the wil.D
Foundation, an international nen-profit orgamsation dedicated
to wilderness protection around the world The Company also
endorsed the Copenhagen Communiqué, an nitative of the
Prince of Wales' Corporate Leaders Group oh (imate Change

A full descnption of the Group's sustainability programrmes,
objectives and performance may be found in the Sustainable
Development Report on pages 46 to 59

OUTLOOK

While we are not Insulated from continued volatlity in the
global economy, | am confident that the Group 1s well-po-
sitioned to consolidate 1ts leadership in the global preaous
metal industry We remain focused on increasing productivity,
reducang costs, expanding the resource and raserve base, and
strengthening our growth pipeline N support of our strategy
to create ongoing and sustainable value to all our stakeholders

Specifically, we expect

* Stlver production to remain in line with 2009 levels

» Attnbutable goid production to nse 20% reflecting the con-
tnbution from the recently completed Soledad-Dipolos mine

= Completion of expansion at Ciénega and plant infra-
structure at Sauato

¢ A 58% increase in the exploration budget to US$77 6 milion

* Decision on whether to conduct pre-feasibiity study at
Noche Buena

» Stable ore grades

Continued improvement in safety indices

Qur 2010 prionties and targets are induded in full in the
Strategy section on pages 10to 11

In dosing, 1 would !ike to extend my gratitude to our Chairman
and Board members for ther continued support and oversight
this year As the Group enhances its ntematonal profile, ther
guidance s vital To my fellow executives and employees, thank
you for your dedication to quality and sustainable growth 1am
proud to be a member gf the Fresnillo ple team

O H-—.\
Jatme Lomelin
CHIEF EXECUTIVE OFFICER

LEADERSHIP

Operational excellence
Leadership on the ground, union and non-umon alike, ke
Fresnillo pic in the iowest quartile of the cash cost curve.

QUALITY

World class precious metal assets

Record stlver prodtiction it 2009 and double digit reserve hife
at aperating nmines underscore the quality of our mining and
exploration efforts.

SUSTAINABLE GROWTH

Extensive portfolio of projects and prospects

Metal contained in total rescurces grew i5.5% for gold and
15.5% for siver i1 2009. The Company awns to deliver one
new mine or expansion per yeor for the next five years.

LEADERSHI® QUALITY SUSTAINABLE GROWTH

Chief Executive 5 staterment
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HOW WE

DO IT
0

[ . By puttmg our people first in
terms of safety, health, training
and development partnenng
with our communmes.

ta gmpiementlng strong

¥ env:ronmgnml managernent
practaces#and adhenng to

& - ,ado atlc and mtematxonal

25y ol

,;:‘ ,sustalgabthtystalgdards

|
|
|
|
|

i
3

y
FARE

. By ensuring full capacty
operations through reserve

replacement, and generating
continuoLs IMproverents n
productvity and cost controls

e —— o - [

i . Through disciplined

3
¢ Yoo
. ) advancement of our projects

lw
by ’:?% towards start-up and
Lo production
i»m.‘ T, T
A
:%*’»
.
:
1
! .
-

Organcally, through exploration of
our prospects, and via acquisiaon,
by secLinng mining nghts and land
for new prospects, pursuing Jont
ventures (conolled by Group
companies), and makng selective
aquisiaons pnmanly in Mexco
and also possibly elsewhere In
Latn Amenca

L Through careful management
- "of assets, cash and costs
across metal price cydes to
stabilise profitablity and
position us as a low-cost
preducer, and by maintaining
a strong balance sheet

HOW WE

MEASURE IT

Fatahties, acadent and lost
work day rates, training hours
per person, unit consumption
of energy and water,
environmental incdents,
regulatory and standards
comphance

i

Production volume, personnel
productivity (silver equivalent
0z per person), costs per
tonne, reserve replenishment

Project delivery

Reserves and resources

Profitability, cash costs,
cash flow

2009

PROGRESS

Zero fatalities, iImprovement
across all safety indices,
completion and start-up

of water treatment plant

at Fresndlo, completion of
cyanide certification process
for Herradura, strong
relations sustained with all
stakeholders’
Record total and per person
silver production, increased
gold production, lower costs
per tonne

Soledad-Dipolos development

works completed, Saucto
construction well advanced
with production from initial
development works

2010

PRIORITIES
©

Zero fa!:;al;tlesl continued
focus on improvement in
séfegyklﬁdlces. reinforcernent \
of safety behaviours, cyanide
certification in process |
for Ciénega, reduction in
k= . -
unit-energy and water
consumption
bbbl St

7

&

[
o
X gen

-

«
[

P

Fre

improvement in dilution

and recovery ratios,
maintain silver production at
Fresnillo, complete capacty
expansion at Genega, fult
implementation of Six Sigma
quabty control methodology
at Ciénega and Frasnillo

D - N W%‘}% ?‘zﬂf“%* T
Consohdate and | growy, "2k T |
operatlons at Soledad- oo i
Dipolos, advance ptangwg |
infrastructure and mipe~ {

|

development atSaudte

WEE LR

Total resource base
substantially increased,
opening of Fresnille Per(l field
office

Stronger profit margins,
lower cash costs, no debt

Reserves replacement,
determination on pre-
feasibility study at Noche
Buena, resource definition at
San Juldn, parametnc dritling
at key prospects, distnct
consolidation, regional fand
acquisition

tMaintain strong balance sheet
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KEY PERFORMANCE INDICATORS

In 2009 we delivered We utilise a number of
financal and non-financial

strong performance performance indicators to

and made progress monitor our performance
and benchmark the
across all our KPIs. effectiveness of our
strategy over time. Many
of these measures are tied

to remuneration.




FINANCIAL

Financial KPIs measure the Group's ability to create value across precious metals cycles

MEASURE PERFORMANCE COMMENT
CASH COST PER OUNCE R o - ¢ Favourable exchange rate
Total cash cost {cost of sales plus " i ,3,, E between the Mexican peso and US
treatment and refining charges, less dollar, lower treatment charges
deprecianon) less revenues from and higher volurnes of silver
by-products dvided by the siver or or gold ounces sold improved
gold ocunces sold Used to compare performance in the year
operational performance among peers e R o8 o8
as well as penod-to-penod cash flow FRESNILLO CIENEGA HERRADURA
CASH COST CASH COST CASH COST

performance and operating efficency {USS/aher cunce)  (USS/goid ounce) (LSS /gold ounce)
GROSS PROFIT Reflects record profits achieved
Adjusted to excude hedging gams E at Fresnillo and Herradura and
and losses M steady results cbtained at Ciénega

o7

GROSS PROFIT

(in mullions of Us$)
EBITDA MARGIN The ncrease in margin reflects
EBITDA {gross profit ptus . higher gross profit and lower
depreciation included within a " administrative expenses as a
cost of sales, less administrative percentage of revenue
expenses and exploration expenses)
as a percentage of total revenue o7 s
Measures cash generating ability
and operating performance EBITDA MARGIN

%)

ADJUSTED EARNINGS PER § Higher attributable profit across
SHARE (%2 e an unchanged number of
The amount of attributable profit . shares 1ssued
available to equity shareholders, 2 -
excluding the revaluation effects of d §
the Silverstream Contract (based on °

07 o3 i

the weighted average number of
shares m Issue during the period)

ADJUSTED EARNINGS

PER SHARE
uss)

CASH FLOW FROM The increase reflects higher
OPERATING ACTIVITIES Y operating profits
BEFORE CHANGES IN ‘s‘
WORKING CAPITAL -
A measure of the Group's ablity g
to generate cash from its core o

07 o8

business

LEAPERSHIP QUALITY SUSTAINARLE GROWTH

CASH FLOW FROM OPERATING ACTIVITIES
BEFORE CHANGES IN WORKING CAPITAL
(in rrullions of USS)

(1) The weighted average nurnber of ordinary shares for 2009 was 717,160,159 For 2008, 687,688,000 ordmary shares were considered for the EPS calculation (See note 12 1n the
Consohdated financial Statements}
2) Adpssted basic and diluted earmings per share reflects profit i the year attnbutable to equity shareholders of the company adpsted 1 exdude Siverstream revalurtion effects in the year

13
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NON-FINANCIAL

Operational KPls measure the Group's productivty, effiaency, execution and growth capabilities, and the effectiveness of
our sustainability measures

14

MEASURE

FATALITIES

Loss of lifa incurred as a result of
work at the Company among any
of the Group's employees - full or
part time, direct or subcontracted,
union or non-unien

ACCIDENT RATE

The acadent rate is calculated as
the number of disabling accidents
(absence from work for more than
three days) divided by the total
number of uion and non-uniocn
employees, as well as contractors,
multiplied by 100

ATTRIBUTABLE PRODUCTION
sum of ounces produced multiphed
by ownership interest at each ming
Demonstrates progress towards
achieving our target of producng
65 million ounces of sidver and
400,000 cunces of gold by 2018

EQUIVALENT SILVER OUNCES
PER PERSON

Ounces of silver produced, plus gold
ounces produced multiphed by 70
(the 2009 spot ratio of the gold
price o silver price), dvided by the
total number of union and non-
unton employees and contractors

COST PER TONNE

Adjusted production costs (total
production costs less depreciation,
profit shanng and exchange

rate hedging effects) Monitors
effectiveness of cost controls
without consideration of metal
prices and ore grades

PERFORMANCE
o
o
a o
07 08 09
FATALITIES
-
- S
.
8y “wib
T
!
e
[Prig
07 X8
ACCIDENT RATE

SILVER
ATTRIBUTABLE PRODUCTION  ATTRIBUTABLE PRODUCTION

{rrullions of ounces)

276.6

{thousands of ounces)

EQUIVALENT SILVER OUNCES

FRESNILLO
COST PER TONNE
(US$/tonne)

PER PERSON
{thousands of ourxes}

HERRADURA
COST PER TONNE
{Uss/tonne)

COMMENT

No fatality is ever acceptable we
invest In safety programmes and
training on a continuous basis

Ongoing safety training and a
focus on ensuring safe workplaces
improved a range of safety indices

Record silver production reflected
increased ore volurmes at Fresnillo,
silver extracted from development
works at Saucto, and hugher ore
grade at Ciénega Gold production
rose with more ore deposited and
better recovenes at Herradura

Costs per tonne benefited pnmanly
from exchange rates and higher
volumes of ore milled at Fresnillo and
Ciénega, this was somewhat offset
by wcreases in personnel, contractors
and maintenance




MEASURE

PROVEN AND PROBABLE
RESERVES (ATTRIBUTABLE)
A measure of the quality of the
Group's operating assets and
our ability to extend the hfe of
operating mines

PROJECT DELIVERY

Ability to adhere to forecasted
schedules and budgets This
measures management’s
forecasting capabilities and
execution strength

TOTAL RESOURCES
(ATTRIBUTABLE)

Quanufies measured 8 indicated

as well as inferred resources at
projects and prospects, an indicator
of the Group's growth potential
and our ability to discover and
develop new ore bodies

PERFORMANMCE COMMENT
o B Attributable reserves decreased
S 5 due to Fresnillo rmine resources
that were not converted into
reserves, these resources will be
converted next year
i 0%
ATTRIBUTABLE PROVEN ATTRIBUTABLE PROVEN
AND PROBABLE RESERVES  AND PROBABLE RESERVES
(rrulfions of sitver ounces) {rmulkons of gold ounces)

SOLEDAD-DIPOLOS
Timeine early
Budget. on target

SAUCTO
Timeline on target
Budget: o target

Attributable resources increased as
a result of the intensive exploration
at our projects and prospects

ATTRIBUTABLE ATTRIBUTABLE
RESOURCES RESOURCES
{rmllions of siver ounces) {rmilbons of gold ounces)

Our sustanable development efforts in the
areas of health and safety, environmental per-
formance and community are monitored and
measured using a number of key performance
indicators These are set out in the Sustanable
Development Report on pages 46 to 59
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THE SILVER MARKET

The silver price started 2009 at US$11 08 per ounce and
rose steadlly throughout the year to peak at US519 18
in early December and closed the year at US$16 99 The
rising price was driven by an increase in investor demand
as investors sought refuge in precious metals in response
to global uncertainty about the economic outlook Inves-
tor demand in Exchange Traded Funds (ETFs} and coins
increased substantially (see Demand section below) over
the year giving rise to higher prices Nonetheless, the av-
erage price of silver th 2009 was US$14 67, a 2% decrease
from the 2008 average

The silver price remaned closely correlated with gold and
to a lesser extent copper as It acts as both an investrment
and as a base metal for iIndustnal uses The correlation with
gold strengthened over the year from 58 4 in 2008 to 64 1
In 2009, shghtly above the average of 62 1 since 2001, as
gold reassumed 1ts traduonal position as a dassic nsk hedge
in volatile markets Gold was also subject to increased de-
mand as a result of heavy buying by central banks including
those of Russia, China and India in particular

SILVER DEMAND
Demand for silver can broadly be split into two categones
- fabrication demand, which includes industria!l applica-

WORLD SILVER DEMAND 2009 Source GFMS ttd

$ @ Industnal fabncation  40%
@ Jewellery fabrication 17%
@ Implied net nvestment 16%

@ Photagraphic 10%
O Coins & Medals 9%
O silverware 7%

> Net producer de-hedging 1%

tions, photography, jewellery/silverware and coins, and
investment demand, which includes Exchange Traded
Funds (ETFs)

Total fabrication demand in 2009 fell about 11% from 2008
to 2009 as a result of the decline 1n economic growth For
example, shipments of sermi-conductors, in which silver is
the key matenal of a number of components, fell In 2009
The demand for silver from the photographic industry
continued Its secular decine as digital technology contin-
ued to grow Photography as a percent of total siver de-
mand fell from 12% 1in 2008 to 10% n 2009 Demand from
the jewellery and silverware markets remained similar to
that in 2008 although demand for the minting of siver
coins increased as Investors purchased coins as the global
recession continued

SILVER INVESTMENT

since the launch of Exchange Traded Funds in silver in
2006, there has been a steady increase in demand for
these investment products as an asset class In 2009
there was a very strong mncrease n the demand for silver
investment products as the crisis in the credit markets
and weakness of the US dollar continued Net siiver in-
vestment as a percent of total siiver demand went from
5% 1n 2008 to 16% In 2009

ETF SILVER HOLDINGS Source GFMS Ltd

400 @ ETFS AUS
O ETFS US
300 /_ O ETFS UK
/ N
200 / (> ZKB
. 1Shares Sitver Trust

100

3 5 g 3 =2

§ § § § §
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SILVER PRODUCERS 2009 2008
PRODUCTION
N®  COMPANY {moz Ag}
1 KGHM Polska Miedz 42 38
2 BHP Bilhzon 42 942
4 Pan Amencan Sitver 23 19
3 Volcan 21 23
6 {oeur d Alene 20 12
7 Hochschild Mining 19 17
8 Buenaventura 18 16
9 Palymetal 87 17
10 Kazakhmys 17 17
11 Grupo Mexco 13 12
12 Goldcorp 2 10
13 Rip Tinto 9 6

Souree’ Data compled from published company reports

SILVER SUPPLY

There are very few prnmary siiver producers as over 70% of
rmine production Is as a by-product or co-product credit to
base metal or gold mining The Fresnillo Group 1s the larg-
est pnimary silver producer 11 the world

Total supply increased modestly to 889 million ounces In
2009 from 874 mullion ounces in 2008 By far the major-
ity of supply - around 78% - came from rmine production,
which contributed 695 mullion ounces in 2009 cormpared
with 674 million In 2008 This 2% increase in supply from
the mines was due to a number of new projects that be-
gan operation while others increased capacity, particularly
in Latin America These activities more than offset lower
production from the disruptions at base metals cpera-
tions in Canada, Chile and Australia

The Increases In production also outweaighed lower supply from
siver scrap, which fell by around 6 million ounces to 171 milion
ounces, and by a reduction in govemment sales of siver, which
reduced supply on the market The fall In scrap was driven by
the structural decines in the photographuc use of siver

THE GOLD MARKET
The gold price rose for the rinth consecutive year to end the
year at US51,087 50 per ounce, up 25% dunng 2009 The pnce

THE GOLD PRICE (US5/0z)
1,200
S00
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300
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ralied from its January low of US$810 00 per ounce to set suc-
cessive record highs throughout the fourth quarter Its ascent
to the end of the year was dnven by a number of factors that
also drove the siver pnce, Induding the weak US dollar, inflation
protection, central bank buying and investrment flows, Gold's
“safe haven" status was reaffirmed in 2009 as geo-politacal
volatility saw more investors turmn to gold as a store of value
The average gold price for 2009 was US$972 98 per ounce

Furthermare, on 7 August 2009, a group of 19 European
central banks agreed to renew a pact to imit gold sales,
the Central Bank Gold Agreement (CBGA3) Annual sales
under the agreement are hmited to 400 tonnes, down
frorm 500 tonnes in the second agreement, which expired
In late September Other central banks, such as those In
Russia, China and India chose to increase therr gold re-
serves by buying in the open market

GOLD DEMAND

Bemand for gold s mostly driven by jewellery fabncation and
to a lesser extent applications in denostry, electronics and
comage Jewellery accounts for three quarters of the gold
dermand Gold also remains a key cornponent for reserves
of Central Banks, which currently hold alrost 30,000 tonnes
of gold worth around US$800 billlon Investment dermand 1
driven by ETF's, and retail investrment in coins and gold bars

WORLD GOLD INVESTMENT (Tornes) Source* GFMS Led

250 @ Impled net investment
200 ® Bar hoarding
offical
150 @ offi coin
O Medals/Imitatien coin
100
50




High gold prices and the impact of the global reces-
sion reduced gold demand for jewellery by 30% from
2008 to 2009 The dechine in gold demand was univer-
sal with demand from the Middle East particularly hit
The region 1s one of the key customers for gold jewel-
lery and dermand fell by more than 100 tonnes, with
that in India, another traditional customer, faliing by
around 80 tonnes

GOLD INVESTMENT

Growth in Investment demand has been the key
driver of higher prices throughout 2009 Although
the global economy began to show signs of recovery
in the latter half of the year, the pace of the recov-
ery remained uncertain Large sums of money sup-
ply that reached the global market 1n 2008 caused
concern over eventual inflation or in some cases the
future of the US dollar

Investor demand for gold within exchange traded funds
continued to be strong, although their matunty in com-
parnson to silver ETFs, which were introduced several years
earher, meant therr rate of growth was more modest
Investors bought 573 tonnes of gold in the form of ETFs
over the year and net long positions m the physical metal
increased sharply throughout the year

WORLD GOLD MINE PRODUCTION, 1995 - 2009 (Tormes} Source GFMS Lid

2,700

/ GOLD PRODUCERS 2009 2008

f SELECT MID-CAP PRODUCTION
N GOLD PRODUCERS {koz Au)
1 Agnico Eagle 493 300
2 Randgoid 488 428
3 Petropaviovsk 487 394
4
5

i

7 174 163
8 Aurzon 159 159
9 Hochschild Mining 157 153
10 Kazakhmys 135 124

Source Data compred from published company reports

Hoarding of gold bars remained strong in 2009 with a
particularly strong fourth quarter reflecting a recovery In
investment demand in non-western gold markets such as
China and India

GOLD SUPPLY

The supply of gold comes from mine praduction, Central
Bank sales and scrap Gold mine production increased by
Just 6% year on year to 2,500 tonnes as mine cutput In-
creased from Indonesia, China and Russta This increase
more than offset weakness in traditional gold heartlands
such as South Afnica The other source of supply from pro-
ducers is de-hedging which increased over the year as a
few producers completed hedge book restructunng Gold
supply from scrap sources also increased, as hugh prices
and high margins brought more supply gold onto the
scrap market, although this source 1s very small as a per-
cent of the total supply

sales under the third Central Bank Gold Agreement contin-
ued to decline over the year whilst banks and offical sector
mstitutions outside of the agreerent continued to pur-
chase gold In Septermnber, the IMF announced the sale of
403 tonnes of gold to be conducted in such a way as to not
disturb the market Thus, these off market transactions
had no impact on the net supply of or demand for gold
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Mexico provides a favourable
environment for mining:
flexible and well-structured
mining and environmental
legislation; political support;
strong mining tradition

and expertise; a skilled
workforce; and ample access
to good Infrastructure,

20

COUNTRY OVERVIEW: MEXICO

Mexico 15 a federal republic with a stable democratic po-
litical environment The mining industry 1$ an wnmportant
contributor to the country's economy, and benefits from
a well-structured and supportive regulatory framework
Local mining expertise 1s significant and the geologcal po-
tential for sitver and gold remains strong There 1s ample
access to infrastructure such as energy, water and roads
throughout the country Mexico was the second largest
siiver producer In the world in 2009 The country's sitver 1s
produced by mines where silver Is the primary product, as
well as a by-product of base metal and gold operations

The concession system

The Mexican Constitution establishes that ali mineral nghts
belong to the State, which in turn provides concessions to
private companies Concessions are required to explore for
and exploit mineral potentual, and they may speafy required
levels of capital expenditure and minimum environmental,
health and safety standards In order to mantain these
concessions in good standing, companies are required to
pay yearly fees based on hectares under daim and to dem-
onstrate contnued work In progress No royalty payments
are required in Mexico for extracting metals

Mining concessions grant rights to mine, concession
holders are required to negotiate access to the land un-
der which the concession is located with the surface land
owner Companies holding concessions must be incorpo-
rated under the laws of Mexico, although they may be
wholly owned by foreign investors

The fiscal regime

There are no taxes or levies imposed specifically on the
mining Industry Companies are subject to standard cor-
porate income tax rates, which are determined by the
Federal Government That rate for 2009 was 28% Based
on the Tax Reform Bill approved by the Mexican Govern-
ment in December 2009, this rate will temporarily increase
to 30% for the years 2010-2012, then decrease to 29% in
2013 and revert to 28% in 2014




Environmental laws

The development of mining activities 1s subject to obtam-
ing several environmental permits from different offices
within the Federal Ministry of Environment and Natural
Resources (Secretana de Medio Ambiente y Recursos Na-
turales or SEMARNAT), including water extraction, waste-
water discharge and tallings disposal Mining cempanies
must also obtain environmental impact permits pnor to
any rmirning and exploration actvities, There are official
standards for buillding and managing talings dams Mexi-
can environmental regulations have become increasingly
stringent over the last decade as a result of international
agreements that Mexico has ratified, induding the North
American Agreement on Environmental Cooperation (par-
allel to the North Amencan Free Trade Agreerment), the
United Nattons Framework Convention on Cimate Change
and the Convention on Biological Diversity, among others

Workforce

Mexico's long history of rmining and an extensive natural
resources sector provide a skilled workforce, although the
growth of the mining industry In recent years has led to
some scaraty of traned workers There have been a num-
ber of instances i recent years of mining companies fac-
ing industnal action and work stoppages, under Mexican
law, it 1s permissible for employees to engage i industrial
action n sympathy with unionised employees of other
companies who are engaged in a dispute, despite the ab-
sence of any dispute with therr own employer Fresnillo
Group workers did not support any such actions in 2003

21
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2009 FHIGRLIGHTS

o Record annual attributable silver production, up 8.8%

LEADERSHIP QUALITY SUSTAINADLE GROWTH

o Annual attributable gold production up 4.9%, with record
production at Herradura

o First dore bar poured at Soledad-Dipolos in December, with
commercial production in January 2010

¢ Several cost reduction and efficiency projects completed in the
year; results expected to be seen in 2010

e Construction of the Saucito project remains on track, with
onsite commercial production expected in 1H 2011

¢ Silver contained In total resources at operating mines
increased 1.6% to 683.8 million ounces

o Increased resources at Saucito, San Ramon, San Julian and
Orisyvo exploration projects

<
-
)
v
~
N

GOLD M3 Resources

(0) « ® PRODUCTION PROFILE?
49%° 30%7 -13.3%"°
TOTAL PRODUCTION 60 1,200
Fresruilo ple attributable production S0 1,000
40 80O
* Unlexs otherwise stuted, aft percentuye changes refer to the 2009 figures 10 00
compared to those of 2008 20 400
! Growth Profile - aim to bring one new e o Expansion on SLreaim per year 10 200 %
uned 2014 ° 2010 2011 2
2009 2012 2013 2014 E
2
Esomated production from current rrunes and projects, ondy if exploration
SILVER (Moz} GOLD (Koz) g

succeeds and under cuarent long term metal prices scenano
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MINES IN OPERATION

During 2009 the Fresmllo Group had three producing mines, all located In Mexico  Attributable silver production in the
year reached a new record of 37 9 million ounces, 8 8% hugher than in 2008 In addition to siver produced from Fres-
rillo's operating mines, the equivalent of 3 0 milion ounces of payable siver (2008 2 5 Moz) was reahsed through the
Silverstream Contract between Fresmillo and Pefioles Attnibutable gold production for 2002 of 276,584 ounces surpassed
expectations, rising 4 9%, as a result of strong performance at Herradura and the stabilisation of gold grade at Ciénega

FRESNILLO

Ownership 100% Fresnillo plc

Location Zacatecas

Facilities: Underground mine, concentrator plant
Workforce: 894 employees, 637 contractors
Avg ore grade tn reserves 3338 g/t of silver

Total reserves 342 ¢ milion ounces of silver
500,000 ounces of gold

FRESNILLO

Fresnillo 15 the world's largest pnimary silver mune It has
been in near continucus operation since 1550 Total an-
nual silver production 1in 2009 reached a new record high
of 35 4 million ounces as a result of the increase 1n ore
rmilled Lead production increased mamnly as a result of
hugher ore grade, while zinc preduction remained stable

The preparation of additional stopes at Fresnllo has led
to higher eperational flexibility and better grade control

Production figures for the Fresnillo mine do not include
ore from the development works at Saucito processed
at the Fresnillo mifl Metal contents from Saucto in 2009
totalled 735,744 silver ounces, 2,880 gold ounces, 88
tonnes of lead and 65 tonnes of zing, all of which are
included 1n the total production figures but not in those
of the Fresnillo mine

Over the course of the year, 105,263 metres of diarmond
drilling was conducted, resulting in a 55 0% Increase in
the mine's total resources, from 34 0 milhon tonnes at
538 g/t of silver to 52 7 millon tonnes at 374 g/t Promis-
Ing potential remains in the western zone of the mine
Based on proven and probable reserves, the expected life
of the mune s 12 8 years, compared to 12 S years n 2008

MINE PRODUCTION 2008 % CHANGE

Silver from op mines (Koz2) 35,420 33,776

Gold {0z)
Lead (t)




SUSTAINABLE GROWTH:
"Produce more with less”
The new water treatment plant will preserve aquifers,
reduce fresh water costs and consumption, and lower the
municipality’'s water treatment costs.

Productivity and cost reduction initiatives

A new water treatment plant becarne fully operational
in November, following an investment of US$4 3 milion
This project allows sewage water from the Fresnillo mu-
nicipality to be obtained at no cost, and once treated, 1t
is used in the miling process instead of fresh water This
preserves local aquifers, reduces the Group's fresh wa-
ter costs and lowers the municipality's water treatment
costs The plant has capacity to treat 150 hitres per sec-
ond, and cost savings from the reduction of fresh water
consumption will be fully realised in 2010 onwards

Construction of a new shaft to extract mineral from the
western zone of the San Carlos velin 1s underway, with
the structure of the concrete head frame completed in
December Sinking advanced 342 metres of a planned to-
tal 557 metres This US$19 1 milion project, which will
reduce haulage costs, i1s expected to be concluded by 1H
2011 The second stage of the project will be developed
siX or seven years after the shaft 1s operational, to access
ore resources at deeper levels

In 2008 implementation of Six Sigma quality control

methadology was initiated at the benefication plant to
increase milling capacity and recoveries

LEADERSHIP:
World's largest primary silver mine,

LEADERSHIP QUALITY SUSTAINABLE GHOWTH
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CIENEGA

Oownership 100% Fresnillo plc

Location. Durango

facilhites Underground mine, concentrator plant
workforce: 431 employees, 320 contractors

Avg ore grade In reserves: 352 g/t of gold, 920 g/t
of silver

Total reserves: 1 2 million ounces of gold
31 3 milhon ounces of silver

CIENEGA

Annual gold production decreased by an expected 11 5% as
a result of the decline in ore grade in the early part of the
year The average gold grade \n 2009 decreased from 5 1g/t
In 2008 to 4 3g/t where it has currently stabihsed with the
ongoing investment i effiaency projects and preparation
of new stopes, no further declines are expected in 2010

An expansion of the milling capacity at the Ciénega mine
from 755,000tpy to 930,000tpy was approved in October
and 1s currently In the engineering phase This expansion
will further compensate for the lower ore grade and help
stabilse gold production at around 110,000 ounces per
year, while maintaining the mine hfe at over 10 years The
project will become operational in 1H 2011, wath an imital
cost of Us524 9 mullion plus further sustaining capital ex-
penditure of US40 5 million per annum from 2012 to 2019

Silver production for the full year increased due to the
higher ore grade and ore milled Lead and zinc production
decreased as a result of lower ore grades

surface and in-mine diamond dniling totalled 56,712 metres
In 2009 Based on proven and probable reserves, the expected
life of the mine at current milling capaaty 1s 13 5 years, com-
pared to 13 2 years in 2008 Exploratton was also conducted
at areas of influence around Génega See Las Casas and San
Romén in the Exploration section on pages 32 to 33

PRODUCTION 2008 % CHANGE

Silver (Koz)

Gold {Oz)
Lead (t)

950 67.3

103,510 116,903




Productivity and cost reduction initiatives

The optirmisation of the leaching arcuit at Ciénega was
concluded and tests of the equipment, tanks and pumps
began in the fourth quarter This project will Increase the
flow from 220 m? to 390 m? per hour and 1s expected to
achieve a 2 2% and 0 8% increase in gold and silver recovery
rates, respectively, once final adjustments are made and
the project becormes fully operational in the first quarter
of 2010 Total investment was US$4 2 million, coming in
below budget An additional 0 3% gold recovery 15 expected
to be achieved with the new Knelson gravimetnc concen-
trator that became operaticnal in September, following a
uUs$i 2 million investrment

The project to sink the shaft a further 300 metres to gain
access to deeper ore reserves remains on track, with the
US$13 3 million project scheduled for completion in the sec-
ond half of 2011 11 2009, the sinking advanced 117 metres

In 2009 we imitiated implementation of Six Sigma quality
control methodology at the benefioation plant to increase
milling capacaty and recoveries
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HERRADURA

Oownership 56% Fresnillo ple, 44% Newmont USA
Lirmited (Minera Penmont JV)

Location: Sonora

Facilities Open pit mine

workforce 762 ermployees, 132 contractors
Avg ore grade in reserves 064 g/t of gold

Total reserves 1 8 milhon ounces of gold

Attributable gold production at Herradura achieved new
record levels in 2009, nsing 18 6% due to the increase of
ore deposited in the leaching pads from the Centauro pit,
including the new adjacent Valles pit, and better recovery
as a result of the expansion of the benefication plant.
Higher ore grade and a better recovery rate drove silver
production up by 38 5%

The seventh leaching pad was completed in November
and the construction of the eighth leaching pad began,
with the preparation of filtening matenal, levelling of land
and the receipt of liners completed by the end of 2009
The new eighth leaching pad will be completed in the third
quarter of 2010

wWe conducted ongoing dnlling of 102,877 metres in the
year Based on proven and probable reserves, the expected
Iife of the mine1s 11 9 years, compared to 12 years in 2008

At the Centauro Deep target, which 15 located below the
main pit at the Herradura mine, 16 diamond drill holes
totaling 7,530 metres were completed A potential of
three mullion ounces s under exploration, construction of
a ramp to faclitate exploration and metallurgical work will
begin in 2010 i order Lo estmate a resource for defining a
possible underground rmine

HERRADURA
ATTRIBUTABLE PRODUCTION 2009 2008 % CHANGE

Stlver




Higher ore grades and better recoveries at Herradura led to
double-digit increases in gold and silver production in 2009.

Productivity and cost reduction initiatives

In Novermber, the expansion of the benefication plant was
concluded and tests of the new pumps and deoxygenat-
ing tower began This US$6 4 milllon project is expected
to increase the flow from 1,200 m’ to 1,600 m? per hour
once it reaches target capacity In the first quarter of 2010
The laboratory was expanded to recewve additional pro-
duction from Herradura as well as samples from Soledad-
Dipolos An automated sampler system was instailed that
increases sarmpling from 400 to 700 samples per day We
also acquired a 50-tonne capacity hydraulic shovel and six
200-tonne trucks in 2009

QUALITY:

29

LEADERSHIP QUALITY SUSTAINABLE GROWTH

OPERATING REVIEWY



FRESNILLO PLL 2009 ANNUAL REPORT

30

MINES IN DEVELOPMENT

The Fresnillo Group delivers growth through the disciplined advancement of development projects towards start up and
production A major milestone in 2009 was achieved with the completion of development at the Soledad-Dipolos project

SOLEDAD-DIPOLOS The construction of the Seledad-Dipolos mine was success-
fully concluded in Decernber 2009 and the production tests
Ownership- 56% Fresnillo plc, 44% Newmont USA were completed with positive results The first dore bar
Limited (Minera Penmont JV) was poured on 9 December 2009 and commercial produc-
tion started in January 2010, ahead of schedule and within
Location 5Sonora, @ km NW of the Herradura mine budget Pre-production investment in Soledad-Dipolos was
US467 8 mullion, with US$13 5 rmullion in sustaining capital
Facilitties Open pit mine budgeted over the next six years

Commeraal start-up January 2010

Anticipated production Approxirmately 100,000 gold !
ounces by year end 2010




SAUCITO

Ownership- 100% Fresrullo pic

Location Zacatecas, 8 km 5W of the Fresnillo mine
Faalities: Underground mine, flotation plant
Commercal start-up 1H 2011

Antiapated production 47 million ounces of siver and
22,500 ounces of gold gradually ramping up to approxmate-

ly 2 0 mullion ounces of silver and 45,000 ounces of god from
the third year of operations anwards

The Saucto geology 15 a system of epithermal veins contain-
ing silver, lead and zinc The first stage of the project includes
the Sauato and Jarillas veins The Mezquite, Santa Natalia and
Valdecafias East veins will continue to be explored as prospects
for inclusion in the second stage of the Sauato project

The capital cost of the project 1s expected to be US$309 0 mullion of
which US$50 0 million was incurred in 2009 Capitalised costs in the
year were offset by U559 9 million realised from the sale of metal
content Iin cre extracted as part of developrnent works

Construction of the Saucito project was on track in 2009 All per-
mits ara in place, engineering of the concentrator plant s advanc-
ing according to schedule and orders for the man equipment
have been placed, construction of the access road was conduded
at year-end and the construction of the ramps advanced by 2,795
metres, while the drifts and cross-cuts ncreased by 3,750 and
2,170 metres respectively Miming works were completed at the
Sauato shaft, which will start up operations in 1Q 2010 Progress
on sinking the 750-metre Janllas shaft continued on schedule for
start-up in 2013

Dunng the year 735,744 siver cunces and 2,880 gold ounces were
recovered from the development works at Sauate and processed
at the Fresnilo mill Ore from the Sauato project will continue to
be processed at Fresnillo as it 1s accumulated until the beneficiation
plant s conduded at Sauate, which is expected to bein the 1H 2011

LEADERSHIP:
Disciplined execution brought Soledad-Dipolos online ahead of

schedule. The first bar of dore was poured in December 2009.

SUSTAINABLE GROWTH:

Saucito: 4.7 million ounces of siiver coming on line in 2011,

ramping up to 9.0 million ounces,
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EXPLORATION

Exploration continues to be the key growth
driver for the Fresnillo Group, i both
greenfielé and brownfield regions The
Company focuses on projects and proper-
ties with large tonnage and low-cost po-
tenvial in Mexico and Latin Amenca Our
strategy Is to consohdate muning distncts
with world class potential via acquisition,
using a discphned approach to evaluate
potential new prospects, Joint ventures or
selective acquisitions Exploration tnvest-
ment 1n 2009 totalled US$49 1 mullion
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Two development projects adjacent to produc-
Ing mines: Saudito silver project near Fresndlo ang
Noche Buena near Herradura. The Group also has
five advanced exploration prospects N Mexico:

Juaniapio {Ag) In the Fresnillo distnct; San Juhan
(Au-Ag) and Orisyvo (Au), In Chthuahua; San Ramén
(Au-Ag) and Las Casas (Au-Ag) in the Génega dis-
tnct, in Durango; as well as a number of other long-
term exploration prospacts.

MINERA SAUCITO EXPANSION

Ownership. 100% Fresnillo plc

Location Zacatecas, 8 km SW of the Fresnillo mine
indicated & inferred resources:

285 7 milhon ounces of silver {+22%}

1 2 million ounces of gold {+16%)

The second stage of exploration and development at Sau-
cto 1s centred on the Valdecafias East, Mezquite and Santa
Natala vains Infill diarmend drilling on the three veins and
dnfting along the Jarillas vein 1s in progress to convert re-
sources into the indicated category

NOCHE BUENA

Ownership 56% Fresnillo ple, 44% Newmont USA
Limited (Minera Penmont vV}

Location: Sonora, 270 km NwW of Hermosillo

Reverse arculation drilling was conducted at the Noche
Buena gold project (23 kilometres southeast of the Her-
radura mine} to delineate the imits of the gold miner-
alisation and dentify areas for the construction of leach
pads A previcus exploration company reported a resource
of 600,000 gold ounces on this property The Penmont dia-
mond dnll prograrmme for reserve calculation and metal-
lurgical samples will be completed in 1Q 2010

CENTAURO DEEP

Ownership: 56% Fresnillo plc, 44% Newmont USA
Limited (Minera Penmont V)

Location: Sonora

Diamond driling below the Centauro pit has identified
a series of five veins with interesting gold values for an
underground operation Exploration potential 15 open
along the stnke of these structures and to date there
1s an attributable inferred resource of 454,000 ounces
of gold

MINERA JUANICIPIO

Ownership: 56% Fresnillo plc, 44% MAG Silver
Location: Zacatecas, 8 km Sw of the Fresnillo mine
Indicated & inferred resources (attnbutable)
103 3 million ounces of silver (+1%})

313,000 cunces of gold (+8%)

Infill driling on the Valdecailas vein has converted ap-
proximately 30% of the tonnes, which contain 46% of
the silver ounces of the resource, Into the indicated cat-
egory on this vein Diamond drilling was also carned out
on the Juaniapio vein and an adjacent structure with-
out locating additional resources This work will con-
tinue in 2010

During the year narrow intervals of minerahsation were
encountered at the Juaniapio vein and deeper drlling
has been initiated A third-party scoping study recom-
mended additiona! exploration at the Valdecafias vein to
convert resources into the indicated category, which 1s
currently in process to advance the project toward the
pre-feasibility stage




SAN JULIAN

Ownership 100% Fresnillo plc
Locaticn Chihuahua/Durango border
Indicated & inferred resources
135 5 mihon ounces of silver {(+39%)
375,000 ounces of gold {-8%}

In 2009 dnlling on the San Julidn, Refugio and the newly discov-
ered Ruth vein identified interesting gold and siver values, The
exploration rarmp at the JM siver-lead-zinc deposit was ex-
tended and intersected the San Atanasio vein Additional sur-
face ground was purchased n the ramp area and 32,300 hect-
ares of additional daims were staked in the San Jubian region,
where the Fresnilke Group now controls 153,500 hectares

SAN RAMON AND LAS CASAS
Ownership: 100% Fresnillo plc
Location: Durango

Indicated & inferred resources.
&6 0 million ounces of sitver
397,000 ounces of gold

These prospects are located in the Ciénega district At Las
Casas, dnlling extended the silver-lead-zinc mineralisation
In two wide veins At the San Ramén ven, resources iden-
tified to date make It an important prospect and a budget
kas been approved to carry out development work and
additional drilling in 2010, wath the potential to support
the expansion of operations of the Ciédnega mine

EXPLORACIONES MINERA PARRENA - ORISYVO,
SAN JUAN AND OTHER PROSPECTS

Oownership: 100% Fresnillo plc

Location Chihuahua, Durango, Zacatecas

Indicated & inferred resources

14 6 million ounces of silver (+48%)

5 2 million ounces geld {+68%)

Ongyvo 1s a large disserminated gold system outcropping in
the rermote area of the Sterra Madre which has considerable
exploration potential In 2009 the cxide mmerahsation was
extended to the north and west wath interesting gold val-
ues Additional intersections were made dunng the year on
the high grade sulphide ore and a scoping study will be pre-
pared in 2010 At San Juan in Durango, addiional surface
land was purchased in order to continue exploration efforts
At Lucento in Durango and Sombrerete In Zacatecas map-
ping, sampling and perrmitting were carned out in 2009 and
first drilling campaigns will commence in 1H 2010

OTHER PROSPECTS

The fresnillo Group has a number of additional prospects
11 Mexico that meet the ¢ntena for continued investment
At San Nicolas del Oro in Guerrero, where economic gold-
siver values have been intersected at the San Nicolds vein,
further drilling will occur in 2010

The La India joint venture association with Northair Mines
Ltd was terrmunated due to poor dnlling results

In 2009 Fresntllo Peru was incorporated in order to com-
mence exploration actvittes In that country
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The Consolidated Financial Staterments of Fresnillo plc are prepared in accordance with
Intermational Financial Reporting Standards (IFRS) This review s intended to convey the
main factors affecting performance and to provide a detalled analysis of the financial
results in order to faclitate understanding of the Group's financial statements Manage-
ment recommends reading this review in conjunction with the Finanoal Statements and
their accompanying notes on pages 90 to 134

COMMENTARY ON FINANCIAL PERFORMANCE
Despite the globa! economic crisis, the velatility in commodity prices and significant cost
pressures experienced n 2009, Fresndlo plc generated strong finanaal results

The effective execution of our strategy, including cost control efforts, combined with
favourable external factors such as hugher metal prices and a weakening Mexican peso
agamnst US dallar helped drive the increase in total revenues, gross profit, EBITDA and op-
erating profit in 2009 These positwe factors were partially offset by higher average unit
costs from a number of key mining nputs such as reagents, tyres and steel for drilling,
which contrary to expectations, did not dechne until late in the year Key line items of the
Income Statement are shown below

INCOME STATEMENT KEY LINE ITEMS

{Us$ rmullions)
2009 2008 % Change

Revenues 849 94 72048 180
Cost of sales {321 63) (299 87) 7.2
Gross profit 528 32 420 61 256
Exploration expenses 49 06 53 48 {83)
EBITDA 496 62 337 36 472
Profit from continuing operations before mcome tax. 457 42 267 36 A1
Income tax expense 9315 114 58 {135)
Profit for the year 358 27 15278 1345
Profit for the year, excluding

post-tax Silverstream revaluation effects 344 30 152 78 125 4
Attributable profic 32201 127 95 1517
Basic and diluted earnings per share (US$/share}’ 0 449 0186 1413
Adjusted basic and diluted earmings

per share (US$/share)? 0430 0186 1312

! The weighted average number of ordinary shores for 2009 was 717,160,159 For 2008, 687,658 000 ordinary
shares were considered for the EPS calculotion (See note 12 in the Consolidated Financial Staterents)

2 Adjusted bask and diluted earrings per share reflect profit in the year attnbutable to equity shareholders of
the company adjusted to extude Siverstream revaluation effects n the year {see note 12 in the Consolidated

Frnangal Statements)

Fresnillo’s financial results are highly dependent on the performance of our operating as-
sets and thus management's decision-making and execution capabilities However, thare
are certain vanables which are beyond the Group's control that have a matenal impact
on its financal statements A description of these external factors and their impact on
results 1s provided below

Precious metal prices

Silver and gold prices are the most significant vanable impacting the finanaal statements,
as approximately 94% of Fresnillo's revenues come from these metals The average re-
alised price of silver tn 2009 was US$15 27 per ounce, an increase of 3 8% year-over-year
The average realised gold price increased by 12 5% year-on-year to U5$988 94 per ounce
These increases benefited the Group's annual financial results The Group remamns fully
exposed to movements in the underlying metals prices as a result of our strategy of not
hedging silver and gold preduction

Foreign exchange rates
The average spot exchange rate for 2009 was MXN13 52 per US dollar, compared with
MXN11 14 per US dallar in 2008, representing an average devaluation of 21 4% As a result,
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the Group's production costs decreased when compared to 2008, as costs denomi-
nated In Mexican pesos (approximately 70% of total casts) were lower when converted
to US dollars

The Mexcan peso-US dollar spot exchange rate at 31 December 2009 was MXN13 06
per US dollar, compared to the exchange rate at the beginning of the year of MXN13 54
per WS dollar, a revaluation of 3 5% that had an aggregate adverse effect on peso-
denominated monetary assets and habilities which are valued at the year-end spot
rate Additionally, the US dollar devalued against sterling by 9 1%, generating a foreign
exchange gain from our ¢cash position in stering The net foreign exchange gan in the
year compared favourably against the significant foreign exchange loss incurred in 2008,
which was generated as a result of the strengthening of the US dollar against bath MXN
and sterling

Under Mexican tax legislation, Fresnillo pays taxes on the basis of results prepared in ac-
cordance with Mexican accounting standards (GAAS) which are denominated in Mexican
pesos This results in different exchange effects for tax purpeses to those reported un-
der IFRS and can therefore cause significant differences between the effective tax rate
under IFRS and the statutory Mexican tax rate

Inflation of key operating matenals

The average umt price of key operating materials remamned high throughout the year,
liruting profit margin growth The urit prices for some key inputs such as steel balls for
rmilling and explosives decreased shghtly in the first quarter of 2009 following record lev-
els in the second half of 2008 However, the average unit prices of these inputs in 2009
continued to be at higher levels than in the previous year and it was not unui the last
two months of 2009 when input prices began to decline year-on-year As a result, the net
increase in the weighted average input cost over the year was t 0%

YEAR OVER YEAR CHANGE

Steel balls for miling (14 7%}
Steel for dnlling 4 8%
Explosives (5 8%)
Tyres 62%
Reagents 10 6%
wWeighted Average 10%
Electricity

The Group's average cost of electricity decreased by 14 9% when compared to 2008 The
lower rates charged by Comision Federal de Electniadad, the national utility, reflected the
Mexican Government's initiative to reduce electnaty to control inflation However, elec-
tricity prices are expected to increase as economic conditions improve dunng 2010

Treatment and refining charges

Treatment and refimng charges are deterrmined annually using international benchmarks
The treatment charge per tonne of lead and zinc concentrates, including the escalator,
dacreased by 29 7% and 20 8% respectvely when compared to 2008 However, these re-
ductions were partially offset by a 23 5% increase in the refining charges per ounce of
stlver, which represented 52 2% of total treatment and refining charges As a result, treat-
ment and refining charges, which are deducted from adjusted revenues for the purposes
of revenues as disclosed in the income statement, decreased by 5 8% in 2009 compared
to 2008




REVENUES

CONSOLIDATED REVENUES

(US$ rullionis)

2009
Adjusted revenue ' 943 96
Treatment and refining charges (69 23)
Hedging losses (Pre-IPQ) 2 25 02)
Hedging gains 023
Revenues 849 94

Change
2008 Amount %
839 60 104 35 124
(73 52) 429 (58)
45 60) 2058 (45 1)
000 023 N/A
720 48 129 46 180

¥ Adjusted Revenue 1s revenue as disclosed n the income statement adjusted to exclude hedging effects and treat-

ment and refimng charges
2 Denvatves terminated pnor to the IPO in 2008

Adjusted revenue increased by 12 4% to US5944 0 million in 2002 The higher average
realised sitver and gold prices contributed 60% of the favourable US5104 4 milhon move-
ment, whilst the remaining 40% was explained by the increase i the volurmes of silver

and gotd sold

VOLUMES OF METAL IN PRODUCTS SOLD
{rear ended 31 December)

2009
Frasnillo 32,921
Ciénega 1,453
Herradura 302
Silver (KOz) 34,676
Fresnillo 20,688
Ciénega 96,821
Herradura 245,696
Gold (02) 363,205
Fresnillo 9,156
Ciénega 5,409
Lead (MT) 14,565
Fresnillo 9,521
Ciénega 6,613
Zinc (MT) 16,134

2008

31,487
857
218

32,562

20,938
107,879
216,356

345,173

7,452
7,976
15,428

9,248
9,353
18,601

% Change

46
695
385

65

(12
{103)
136
52

229
(322
(56)

29
(29 3)
(13.3)

Silver and gold adjusted revenues \ncreased year-on-year, however their respective share
of total adjusted revenues remained stable compared to 2008

ADJUSTED REVENUES” BY METAL
(Year ended 31 December, US$ miihons)

2009
Silver 529 63 56%
Gold 35917 38%
Lead 2698 3%
Zinc 2818 3%
Total Adjusted Revenues 943.96 100%

2008
47905 57%
303 54 36%
3029 4%
2672 3%

839 60 100%

% Change

106
183
(109
55
124

* Adjusted revenue 1s reveriue as disdosed i the ncome statement adjusted to exdude hedging effects and treat-

ment and refimng charges

Prior to the IPO in 2008, the Fresnillo Group had used dervatives to reduce commodity
price risks ansing from changes n silver and gold prices These precious metais derwvative
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finanaal instrurments were terrminated in 2007 However, i accordance with Interna-
tional Accounting Standard 39 (1AS 39), the Group has deferred in equity, hedging losses
that arose on these hedging instruments prior to terrmnation, and recydes them to the
incorne statament in line with the occurrence of the transactions to which they related

In 2009, a final non-cash charge of US$25 0 million was deducted from revenues, decreas-
ing hedging losses from the previous year by 45 1%, and as at 31 December 2009 there are
no remaining deferred losses related to the terminated gold and silver derwatives

The Group has not entered nto any new siver or gold hedging contracts and does not
intend to do so However, it has entered denvative contracts related to the pnce of lead
and zinc to mitigate the nsks assocated with the sale of these by-products In 2009, a gain
of US$0 2 millon was reflected in revenues as a result of the matunty of several contracts
entered INto 1N 2008 and 2009 All denvative instrurments related to the pnce of by-products
matured in 2009 and no further contracts have been entered into for subsequent years

€COST OF SALES

Cost of sales increased by 7 2% compared to 2008, while adjusted production costs, cal-
culated as total production costs less depreciation, profit shanng and the effects of ex-
change rate hedging, decreased by 6 1%

Change

2009 2008 Amount %
Adjusted production cost 209 80 223 49 (13 69) & 1)
Deprecation 67 23 519 1532 295
Change in work In progress 12 94 347 947 2729
Profit shanng 24 58 2100 358 170
Hedging 708 - 708 N/A
Cost of sales 32163 299 87 2176 72

The increase 1n cost of sales I1s explained as follows

¢ Adjusted production costs decreased by US$13 7 milllon pnmanly due to the effect of the
higher average spot exchange rate which benefitted costs denorminated in Mexican pesos
when converted to US dollars The exchange-related decrease in adjusted production costs
was equivalent to US$25 5 million By factorning out the impact of the exchange rate on
the peso-denominated components for each cost category, the changes explained below
reflect the estimated underlying operational and dollar-denorminated unit costs changes

Other positive aspects were

= QOperating efficiencies offset the small increase in the average unit cost of key operat-
Ing matenals, which resulted in a US$1.4 million benefit, and

e The cost of energy decreased by US$0 5 rmullion, due to a 14 9% reduction in the umt
cost of electnaty, which more than offset the 9 5% increase 1n consumption at the
mines related to proeduction increases and the higher cost of diesel

The benefit of the peso devaluation, operating efficencies and decrease in energy costs

was partially offset by the following factors

¢ The cost of contractors increased by US$5 1 million mainly due to i) an increase in devel-

opment works at our operating mines, which 1s a key factor to ensure future production,

1)) addtional avil works, i) Increased volumes of ore and waste hauled, v} rock bolting and

shotcreting actvities carried out with the aim of ensunng our workers’ safety, and v} an

average wage increase of 6 0%, 1n ine with the increase given to union workers

Personnel costs, excluding profit sharing, increased by US$4.4 million as a result of an

increase of 8 0% in salanes at our three mines, productmty bonuses, training, and an

increase in the number of workers at Ciénega

e Maintenance and repair costs increased by US$2 8 milhon pnmanly due to higher
utisation of equipment and the consumption of additional spare parts to service the
Increase In equipment

» Cther costs increased by US$1.4 million, which resulted from the combination of in-
creases In Insurance, secunty, mamtenance of workers camps and mining nights, and
the reduction in freight costs




s Deprecation increased by US$15 3 milllon manly due to the increased production vol-
urnes which affected the depletion factor, the acquisitton of the Noche Buena project in
Decernber 2008 and the purchase of high-volume trucks and loaders at Herradura and
In-mine equipment at Fresrllo

¢ Change in work in progress Increased by US$9 5 milllion mainly as a result of the reduc-
tion of mineral and concentrate inventories at our mines

+ Profit shaning ncreased by US53 6 million due to hugher profits at our operating mines

& Foreign exchange hedging losses During the first months of 2008, the average spot
exchange rate was MXN10 64 per dolflar Given the hugh volatiity environment prevail-
Ing at that time, the Group entered into exchange rate derivative instruments as part
of a programme to meet Its commitments contracted In Mexican pesos, such as the
payment of wages and taxes, and to guarantee a fixed exchange rate should the US
dollar weaken As a result, Fresnillo plc sold forward US$60 0 rmullion at an average rate
of MXN11 17 per US dollar However, the average spot exchange rate at maturity dates
was MXN13 25 per US dollar, thus generating an exchange rate hedging loss of Us$9 5
rmillion In 2009, the Group sold forward an additional US$16 O million at an average
rate of MXN14 68 per US dollar, which matured throughout 2009 and generated an
exchange rate hedging gain of US$2 4 million as the average spot exchange rate was
MXN12 81 per US dollar The combination of the aforementioned positions resulted in
a final exchange rate loss of US$7 1 milhlon Additionally, in 2009, the Group sold for-
ward US$29 0 million at an average rate of MXN13 70 per US dollar with maturity dates
throughout 2010 In order to assure a muimmum exchange rate and at the same time
benefit from a possible devaluation of the peso against the Us dollar, four put options
were purchased totalling Us$10 0 millien, at an average strike of MXN11 75 per US col-
lar wath matunty dates in 2010

COST PER TONNE AND CASH COST PER OUNCE
A key measure to evaluate the performance at our mines 1s the adjusted production cost
per tonne

In 2009, cost per tonne milled at Fresnillo and Ciénega decreased by 11 4% and 6 8% re-
spectively, whilst at Herradura cost per tonne deposited, excluding ore deposited from the
valles area, decreased by 9 8% when compared to 2008

COST PER TONNE"
{vear endied 31 December)

2009 2008 % Change
Fresnillo us$/tonne milled 36 49 41,19 (11 4%}
Ciénega Uss$/tonne milted 59 21 6353 (6 8%)
Herradura uUs$/tonne deposited 5 44 603 (9 B%)

* Cost per tonne ts cakulated as total production costs less depreaation, profit shanng and exchange rate hedging effects:

The principal driver of cost reduction across the Group was the higher MXN/US$ exchange
rate, which benefited costs denominated in Mexican pesos when converted to US dollars
and, to a lesser extent, the increase in volumes milled/deposited at the mines Notwith-
standing, these aspects were partially offset by increases in personnel, contractor and
rmaintenance costs, as further described below

Cost per tonne at the Fresmillo mine, excluding the effects of foreign exchange was
negatively impacted by 1) higher contractor costs due mainly to a 14% increase in me-
tres developed 1n order to prepare a larger number of preduction stopes, higher vol-
umes {approximately 7%) of ore hauled through longer distances, and a 126 6% Increase
in shotcreting activities for safety purposes, 1) an 8 0% increase In wages and fringe
benefits as a result of the negotitations with the union, ) Increase in maintenance and
repair costs denved principally from the intensive use of equipment, and v) a 17 0%
increase 1In insurance fees and miming concessions These increases were offset by the
devaluation effect, higher ore milled and the lower cost of electnaty and operatng
matenals, which resulted from the decrease 1n the urit price of steel balls for the mill
and explosives Fresnillo's cash cost® decreased by 10 6% from US$3 77 per silver ounce
In 2008 to US53 37 1n 2009
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Cost per tonne at Ciénega, excluding the effects of foreign exchange was affected by 1)
higher personnel costs due to a 6 4% Inarease In the number of workers and the 8 0% in-
crease in wages and fringe benefits, #) increased mantenance costs of scoops and loaders,
as a result of the Intensive use of equipment that supported the increase in production,
) higher contractor costs due to an increase of 67 5% in development {10,000 additional
metres), aiming to prepare a larger number of production stopes, and avil works carried
out at the plant and mining village

These increases were offset by the devaluation effect and the increased ore milted Ciéne-
ga's cash cost® decreased by 28 1% (US$190 6 per gold ounce in 2009 vs US$264 9 per gold
ounce i 2008), which was achieved as a result of the increased silver revenues credited to
the total cash cost The higher revenues of this by-product were obtamed due to both the
increased price of silver and volume sold dunng 2009

Cost per tonne at Herradura, excluding the effects of foreign exchange was impacted
by the following factors 1) an 8 0% increase in wages and frninge benefits and training, )
higher costs of operating materials prinapally resulting from the increase in unit price and
consumption of sodium cyanide used to improve recovery rates, and the increased con-
sumption of tyres at higher umit costs derived from the more intensive use of equipment
and the acquisition of bigger trucks, and i) increase In mantenance costs as a result of
additional equipment and purchase of spare parts These increases were offset mainly
by the devaluation effect and the higher ore deposited In 2009, Herradura's cash cost®
decreased from US$387 5 per gold ounce in 2008 to US$358 9 per gold ounce 1n 2009, a
reduction of 9 8%

GROSS PROFIT

Gross profit, before hedging gains and losses for each mine, 1s an important finanaal
indicator continuously monitored by rmanagement to measure the performance of each
business unit and the Group as a whole In 2009, gross profit, adjusted to exclude hedging
gains and losses, increased by 20 2% cormnpared to the previous year manly due to steady
results obtained at Ciénega and record prefits achieved at Fresnillo and Herradura

Specifically, the Génega mine maintained its contribution to the Group's gross profit exdud-
ing hedging effects as a result of the higher ore milled and the significant increase in silver ore
grade, which compensated for the lower gold ore grade extracted Althoughin 2009 the Fres-
nillo mene reduced 1ts contnbution to the gross profit excuding hedging effects, 1t remained
the largest contnbutor to the Increase in the year Finally, Herradura's contrnbution increased
from 18 9% in 2008 to 22 9% in 2009 due to higher production of gold resulting from the in-
crease in ore deposited and better recovery rates, which led to a record gross profit

CONTRIBUTION BY MINE TO THE GROUP'S GROSS PROFIT EXCLUDING
HEDGING GAINS AND LOSSES

(s3 mullions) Change
2009 2008 Amount %
Fresnillo 366 17 65 4% 32344 69 4% 4273 457% 132
Giénega 65 30 117% 5455 117% 1075 115% 197
Herradura 128 38 229% 8831 18 9% 40,07 428% 454
Total for operatingmines 55985  1000% 46630 1000% 9355 1000% 201
Other subsidianies 033 {0 09} N/A N/A
Total 560 18 466.21 93 97 20.2

ADMINISTRATIVE EXPENSES

Untl May 2008, administrative expenses induded a trademark royalty paid by the Fres-
nillo Group to Pefioles which i1s no longer payable Between 1 May 2008 and 31 October
2009, administrative fees were paid to Servicios Industriales Pefioles, S A de CV under
the Transitional Services Agreement (TSA) which has subsequently been replaced by the
New Services Agreement Under this new agreement, an annua! fee of U527 6 miliion
1s payable, a reduction as compared to the annual fee of US$34 0 rmullion that was pay-
able under the TSA The combined effect of these changes was the main reason for the

3 tash cost per ounce is calulated as total cash cost (cost of sales plus treatment and sefining charges ess depreaaton) less
revenues from by-products divided by the siver or gold ounces sold




reduction In administrative expenses of US$31 8 million The aforementioned decrease
was partially offset by the increase i legal and advisory fees related to evaluations of
potental acquisitions

EXPLORATION EXPENSES

Exploration expenses for 2009 totalled US$49 1 million, which were mainly incurred n
exploration programmes aimed at Increasing resources and reserves at our three operat-
ing mines, confirrming and mcreasing rasource estimates at the Soledad-Dipolos, Noche
Buena and Saucito projects, and continuing drilling at the San Julidn and Crisyvo pros-
pects However, exploration expenses decreased by 8 3% compared to the US$53 5 million
Incurred 1n 2008 mainly due to the more intensive exploration phase which took place at
the Soledad-Dipolos project in the previous year

BUSINESS UNIT / PROJECT

{us$ midbons) Exploration expenses Capitalised expenses
Herradura (Soledad-Dipolos) 135 00
Fresnilio 80 00
Ciénega 118 00
Sauato 00 39
Juanicipio 00 35
San Julidn 59 00
Oonsyve 33 00
San juan 09 00
San Nicolas 08 00
Guachichil 08 00
Guanajuate g5 00
QOthers 36 0o
TOTAL 49.1 7.4
EBITDA

EBITDA, which 1s calculated as gross profit as reflected in the income statement plus de-
precation less administrative and exploration expenses, is a kay indicator of the Group's
financial performance In 2009, EBITDA achieved a new record level of U5$496 6 million,
representing an tncrease of 47 2% year-on-year Similarly, the EBITDA margin rose from
46 8% In 2008 to 58 4% In 2009

EBITDA & EBITDA MARGIN
(Year ended 31 December, US$ millions}

2009 2008 % Change
Gross Profit 528 32 420 61 256%
Depreciation 67 23 51 91 295%
Administrative Expenses (4987 (81 68) (38 9%)
Exploration Expenses (49 086) (53 48) {8 3%)
EBITDA 496 62 337.36 4T 2%
EBITDA Margin 58 4% 46 B%

SILVERSTREAM REVALUATION EFFECTS

The Silverstream Contract 1s accounted for as a denivative financial instrument, which 1s
carried at fair value In 2009, the fair value of this instrument increased by US519 4 mil-
lion, with a corresponding non-cash gamn recogmsed 1n the income statement Further
information related to the Silverstream Contract 1s provided in the Balance Sheet and in
the note 15 to the Consolidated Financial Statements on page 117

FOREIGN EXCHANGE

The foreign exchange result 1s caused by the conversion of monetary assets and habili-
ties denominated in foreign currenaes A foreign exchange gan of US$9 5 million was
recogrised In the mcome staterment mainly as a result of the weakening of the US dollar
against the UK pound sterling, which affected the cash position denominated in sterling
In contrast, a loss of US$14 6 million was recorded dunng 2008 mainly as a result of the
devaluation of the sterling against the US dollar

41

LEADERSHIP QUALITY SUSTAUNADOLE GROWTH

FINANCE REVIEW



FRESNILLD PLC 2009 ANNUAL REPOAT

42

TAXATION

Incorme tax expense for 2009 was US$99 1 million, 13 5% lower compared to the previ-
ous year The effective tax rate was 21 7% A significant factor in the reduction from
2008 was that Minera Fresnillo purchased the San Julian project from the subsidiary
exploration company Exploraciones Minera Parrefia at market value In accordance with
Mexican tax legislation, the acquisition of a project can be deducted from the com-
pany's Income, which thus significantly decreased the taxable profit of Minera Fresnillo,
whilst Exploraciones Minera Parrefia was able to utilise tax losses brought forward from
previous years which were previously not recognised as a deferred asset Other factors
which contributed to the lower Income tax expense were the inflationary adjustments
and certain tax credits in addition, a foreign exchange loss was recorded in the income
staternent under Mexican GAAS as set out above, which lowered the Group's taxable
profits This loss was caused by the 3 5% revaluation of the Mexican peso-US dollar ex-
change rate which affected the Group's cash and other monetary assets and habilities
denominated in US dollars, the most significant of which being the Silverstream Con-
tract, cash and cash equivalents

PROFIT FOR THE YEAR

Profit for the year increased significantly from US$152 8 million to US$358 3 million,
a 134 5% increase year-on-year Despite the 46 0% increase » rminority interest, profit
attributable to the shareholders of the Group increased by 151 7% from US%1280 to
Us$322 0 million i 2009

Adjusted profit for the year, being profit for the year adjusted to exciude the effects of
the revaluation of the Silverstream Contract, increased by 125 4% from US$152 8 in 2008
to USS344 3 millon in 2009

CASH FLOW
A summary of the key Ine items in the cash flow 1s set out below

CASH FLOW KEY LINE ITEMS
(Year ended 31 Decernber US$ milkons}

2009 2008
Cash generated by operations before changes in working capital 548 8 405 8
(Increase) / Decrease in changes in working capital (37 8) 129 6
Net cash from operating activities 3907 4147
Purchase of property, plant & equipment (250 4) (185 0)
Silverstream Contract 3%0 317
Dwvidends paid (93 6} (42 2)
Shares issued and paid pursuant to the Global Offer - 901 1
Distribution to equity shareholders of the Group - (406 7}
Net increase n cash and cash equivalents during the year 926 2269
Cash and cash equivalents at 31 December 3122 2120

Cash generated by operations before changes in working capital increased by 35 2% to
LUS$548 8 in 2009 as a result of the higher profits derved from the increase 1n precious
metal pnces and solid performance at the operating rmines However, there was aUs3$37 8
milhon increase in working capital due to higher prices and volumes sold, which increased
trade recewables by year-end The above effects resulted in a 5 8% decrease in cash flow
from operating activities after changes in working capital, to US$390 7 million Another
important source of funds was the US$39 0 million received in proceeds under the Sil-
verstrearm Contract The use of these funds included the purchase of property, plant and
equipment (US$250 4 million} Investrments i these items are further descnbed below




PURCHASE OF PROPERTY, PLANT AND EQUIPMENT
{Us3 miilens)
2009

Herradura rmine 648  Expansion of the Centauro pit, purchase of
hydraulic shovel and high-volurme trucks,
construction of leaching pads and acquisinon
of surface land

Ciénega mine 417  Mine development, mining works,
optimisation of the leaching circuit, sinking
of the shaft and purchase of land

Fresnitlo mine 346  Minedevelopment and construction of the
San Carfos shaft and the sewage water
treatment plant

Scledad-Dipolos 577  Pre-production stnpping activities,
construction of the mine and of the first
leaching pad

Saucito project 391 Equipment for the shafts and miring works

san Julidn project 50  Constructuon of exploration ramp

Juaniapio project 35 Diamond dniling expenses

Others 40 Lla Parrefa Exploration and SAFSA

Total purchase of property,

plant and equipment 250 4

Additionally, dividends paid in 2009 totalled US$93 6 milhon, of which US$55 8 million cor-
responded to the final dvidend of 2008, and the remaining U5$37 8 million to the pay-
ment of the 2009 intenm dividend

After considenng all the sources and uses of funds, there was a net increase of US$92 6 milion
in cash and cash equivalents dunng the year which, when combined with the US$212 0 million
balance at the beginming of the year and the favourable effect of the exchange rate of US$7 6
million, resulted In a net cash position of US5$312 2 million as at 31 December 2009

BALANCE SHEET
The Group has a strong balance sheet with no bank debt

Cash and cash equivalents as of 31 December 2009 increased by 47 3% compared to the cash po-
sition at year-end 2008 to US5312 2 millon due to the factors descnbed in the cash flow section

The increase in trade and other recevables was mainly caused by the nse in metal pnces
during the last months of the year, and recoverable taxes

Fresnillo plc 1s entitled to recewe all of the proceeds 1n respect of the payable silver pro-
duced at the Sabinas mine under the Silverstream Contract This contract 1s accounted for
as a dervative financal instrument, with all payments receved being credited agamnst the
carrying value of the asset The change in the value of the Silverstrearn dervative from
Us$318 3 million at the beqinming of the year to US$298 7 millicn at the year-end reflects
cash proceeds received of US$39 0 million offset by a revaluation effect of U5519 4 millon
which I1s a non-cash gan reflected in the Group iIncome statement

The niet book value of property, plant and equipment was U55688 7 rmillion at 31 Decem-
ber 2009, an increase of 38 3% when compared to 2008 The main additions underlying
this increase were development works including the construction of the Soledad-Dipolos
project, acquisition of new equipment at the mines, purchase of land and several leaching
circuit optimisation projects carned out at the Ciénega and Herradura mines

DIVIDEND

The final dividend will be approved at the next Board meeting, scheduled for 28 Apnil, and
communicated thereafter to shareholders It 1s intended that it will be paid followtng the
AGM in ine with the previous year, and the exact date together with the record date for
entitlernent will be communicated at the same time as the amount The dividend will be
in kne with the Company’s stated dividend policy
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2009 HIGHLIGHTS

Fresnillo is committed to sustainability

across all its business operations. Our core
responsibilities are to ensure the safety and
health of our employees, safeguard the
environment, promote community well-being
and adhere to best governance practices.

e Zero fatalities; iImprovement across all safety indicators
e Average hours of training per person remained stable at 92 hours
® |SO 14001 certification at all mines and Expleration Division

e Completed process for International Cyanide Code Certification
at Herradura, initiated at Ciénega

e Certification by the Mexican Greenhouse Gas Programme
o US$2.9 million invested in community development efforts

e Recognised as a socially responsible company by the Mexican
Centre for Philanthropy (CEMEFI)

e Received Ethics and Values Award from the Federation of
Industnal Chambers (CONCAMIN)

o First Communication on Progress for the UN Global Compact
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COMMUNICATION ON PROGRESS TOWARDS THE TEN PRINCIPLES OF THE UN GLOBAL COMPACT Pa'ge

i
Busimesses should support and respect the protection of nternationally proclaimed human nghts, within their nfluence scope. 50-51

Businessas should make sure they are not complicit in human nghts abuses. ‘ 50-51,55

Businesses should uphold the freedom of association and the effective recognition of the nght to collective bargaining. 50, 54 ‘

Businesses should uphold the elimination of all forms of forced and compulsory labour. 50,54 |

Businesses should uphold the effective abolition of chilg labour, 30-51 |

1

Businesses should uphold the ehmination of discrimination in respect of employment and occupation. ) 50,54
|

Businesses should support a precautionary approach to environmental challenges. 51,56-57
|

Businesses should undertake nitiatives to promote greater envirenmental responsibility. 56-57 }

I
Businesses should encourage the development and diffusion of environmantally friendly technologies. 56-57

i !
10. Businesses should work against corruptian in all its forms, incuding extortion and bribery. : 51,55 |
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PERFORWVARNCE INDICATORS

MEASURE

HEALTH AND SAFETY
Fatalities

Accdent rate

{number of disabling accdents
that require absence from work
for more than three days, dvided
by the total number of unicn and
non-union employees, as well as
contractors, multipled by 100}

Lost work days rate

{total number of days lost due to
disabling accidents divided by the
total number of union and non-
union employees, as well

as contractors)

EMPLOYEES
Professional
development training
(average hours/person}

ESH training
(average hours/person)

ENVIRONMENT

Energy consumption

(GJ per tonne)

Fresh water consumption

{m? per tonne)

Environmental incidents

2009

310

120

92

233

0188

0209

2008

363

92

18 4

0157

0137

& GROWTH

QuALITY

Led

COMMENT

No fatality 1s ever acceptable and we
have a zero tolerance policy on this
KPI Ongoing training and continued
improvement in work conditions 15
improving overall safety performance

Focus on leadership, teamwork,
process iImprovement, productivity
and management skills

Increased training on the
SSMARC system

The increase in umit consumption
primarily reflects resource
requirements at development works
with no production output, the
start-up of Soledad-Dipolos in 2010
should stabilise these figures

These include tailing dam leakages,
leaching pad contarmination, fires
within mines and faalities, spillage of
hazardous matenals

SUSTAINABLE DEVELOPMENT
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@® Continuing the sustainable development of the Group

Fresnillo ple's long-term operating performance and ability
to create value for all stakeholders require an ongoing disci-
plined approach We implement this through occupationai
safety and health, environmental stewardship, mutually
benefical relabonships with our comrnunities, and robust
govermance practices Indeed, our very licence to operate 15
dependenit upor: the ability to meet our responsibilities as a
corporate atizen Thus, for the Fresnillo Group sustanability
efforts are core to the business strategy

Our core values support this - trust, responsibility, integnty
and loyalty - as does our Code of Conduct that must be
reaffirmed annually by every employee Furthermore, as a
signatory to the UN Global Compact, the Group has publicly
cormmitted to best practices in sustainable development In
2009, we sent our first Communication on Progress (CoP}
as a signatory We also follow the Framework for Sustain-
able Development of the International Counal on Mining
and Metals (ItMM) and the framework guidelines set out
by the Global Reporting Initiative (GR1) In Mexico, we follow
the Decalogue of the Soaally Responsible Companies estab-
lished by the Mexican Centre for Philanthropy

As a signatory to the Global Compact of the United Na-
tiens, the Fresnillo Group promotes gender equality and
opportunity, freedorm of thought and association, respect

CORPORATE 5OCIAL RESPONSIBILITY FRAMEWORK

vt AND g,
~zS).\— AFF

ALREADY ACQUIRED

= IS0 14001 2004

+ Soaally Responsible Company Certificate
= Ethics and values in the Industry Award
» Global Compact

IN PROCESS OF ACQUISITION
* BS QHSAS18001 2007

» Safe Industry Certificate

+ Code of Cyande Certificate

RELATED INICIATIVES
« Corporate Commutment on Wildemess membership
= Copenhaguen Communigue signatory




for human nghts, the prohibition of slavery and the ex-
ploication of child labour, and combats actions that violate
respect for customs and traditions

we have long integrated sustainable development prac-
tices Into our operations and monitored our performance
across a number of vanables Since the IPO, we have
worked to formalise and consolidate our poliaes and pro-
grammes In this area

The Group's sustainable development strategy and prac-
tices are monitored at the Board level through the Health,
Safety, Environment and Community Relations (HSECR)
Committee, which Is chaired by a Non-executive Director
and includes an Independent Non-executive Director and
the Group's Chief Executive

The responsibilities of the Committee are to

» Forrnulate and recommend to the Board the Fresnillo
Group's policy for HSECR i1ssues, including the international
and industry standards to which the Group should adhere

* Review management's investigation of incadents or ac-
cidents that may occur in order to assess whether policy
improvements are required

« Evaluate the results of the Group's independent perfor-
mance audits and any resulting action plans

we received distinction as a “Socially Responsible
Company” from the Mexican Centre for Philan-
thropy (CEMEF) for the fulfilment of standards in
“quality of Iife in the company.” "business ethics”,
“conniection with the cormmunity” and "care and

environmental preservation”. Also, our Ethics and
values Award from the Federation of Industnal
Chambers {CONCAMIN) recogrises our compliance
and asset management in areas such as human
nights. labour relations, environmental protection,
lherit business prevention, ethics and corporate aur-
zenshup for the implermentation and dissemination
of CSR practkes.

At the operating level, HSECR efforts are managed through
the Health, Safety, Environment and Community Relations
Systern Known as SSSMARC (acronym for Sistema de Safud,
Segundad, Medio Ambiente y Relaciones con la Comuridad),
this 18 a comprehensive management system that inte-
grates the technical, social and economic vanables involved
in workplace and stakeholder engagement, as well as envi-
ronmental and quality of ife concerns

we utilise SS5MARC to identify sustanability nsks, devel-
op and execute mitigation programmes, and ensure
regulatory compliance and voluntary adherence to
the standards determined by the HSECR Committee
SSSMARC performance Is to be evaluated at least
once per year by the SSSMARC Committee, which is
compnised of semior executives and operations man-
agers of each mine

CSR ORGANISATIONAL CHART

HSECR Committee CEo

Z
%
%‘s

Operations Human Resources HSECR Coordinator

;J‘\Jn AND 54“_
& 22

Mine Units
Managers

AL anoNs

N

%, o
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At Herradura we installed an INMERSIVE simula-
tor I 2009 to train cperators for open pit off-road
trucks, This simulator wirtually exposes workers to

difficult. operational situations such as equiprment

fallure or specal atmospherc conditions.

HEALTH AND SAFETY

Frasnillo has adopted the occupational health and safety
guidelines of the International Labour Orgarusation and
the world Health Orgarusation to develep our workplace
policies and programrres We comply with all regulations
put forth by the Mexican Ministry of Labour

In accordance with these guidelines, each mine has a
health and safety commission (known as Conmsion de
Segundad e Higiene) comprised of executives and union
and non-union employees who morutor and review per-
formance These cormmissions are also responsible for the
imptermentation of training and safety programmes

Certifications

OHSAS 18001 2008

We are seeking QHSAS 18001 2008 certification at each
of our mines, which requires specific procedures for
measuring, monitoring and traiming We have start-
ed implementing these procedures and are now 20%
through the certification programme at Fresnillo Cnce
this 1s complete we will begin at Herradura and Ciénega
2010 target Advance 80% towards OHSAS certifica-
tion at Fresnillo and initiate the process towards certifi-
cation at Herradura and Ciénega

Safe Industry Certification

In 2009 we initiated the process to obtan Safe Industry
Certification from the Mexcan Mimistry of Labour This
process measures complance with national safety regu-
lations and the effectiveriess of safety managerment sys-
terns through voluntary audits conducted by the Com-
pary, urions and Government 2010 target Complete
the first level of the certification programme at all rmines,
including at the Saucito project

The Group's main health and safety intiatives are

Safety

Objective - Eliminate unsafe working conditions, and
tram employees and contractors to eliminate unsafe
acts, resulting in zero fatalities

Workplace safety measures are specific to each area of the
business for example, in underground mines we install
ground anchors and reinforce mine works with shotcrete,
at the open pit operation we maintain mobile equipment
in optirnal condition to ensure driver safety, and explosives
and hazardous matenals are contained, stored and labelled
consistently at every worksite As part of the safety facilities
and infrastructure in cur underground mines we have 21
refuge stations and train and equip 13 rescue teams

Fresnille ple safety programmes: LS52.6 milllon in-
vested Iin 2009
« Safety Conduct Pregramme

ThA

» Personalised training through STOP

« Hazardous materials management

Internal Safety Audit Programme
Fist ad training
Defensive drwving traiming




Safety training Is an ongoing requirement for all employ-
ees and contractors, and encompasses a broad range of
job-related topies from scaling and electncal work to op-
erational procedures and nterpersonal behaviours A spe-
aial 180-hour course for commussion members took place
at the three mines in 2009

Health

Objective - Elminate occupational illnesses and 1m-
prave general health through preventive care and
wellness programmes

We provide a range of medical services for union and non-
union employees as well as contractors These include an-
nual exams for all employees at our onsite chinies, compre-
hensive medical care for those in need, and routine and
seasonal flu vacanations In 2009 we also provided H1N1
vacanes At Fresnillo and Herradura, we provide major
medical insurance coverage for familes, and at Cénega,
the onsite dinic treats all personnel and dependents

We screen for and treat occupational illnesses such as
silicosis, heanng loss and elevated blood lead levels as evi-
dence of these may imply unhealthy work conditions that
require additional preventive rmeasures We also monitor
general health conditions such as diabetes, hypertension
and obesity due to ther potential impact on productiv-

Rescue teams from our three mine units partioipat-
ed in the 10th Mine Rescue Teams Compeution or-
ganised by the Mexican Mining Chamber (CAMIMEX)

in the aty of Pachuca, The Herradura mine team
was awarded first place i First Aid; the fresnillo

tearn second place in Mine Rescue, and the Ciénega
team third place In Mine Rescue.

In 2009, 3D ultrasound and X-ray equipment was

installed at Fresnillo and Ciénega, and an ambulance
was purchased at Herradura.

ity and mortality 2010 target Complete 100% of annual
medical exams, zero cases of elevated blood lead levels

Measuring safety and health performance
Fresnifio plc has achieved two consecutive years with zero
fatal acadents and improved safety performance year
over year The Soledad-Dipolos project was constructed
without major accidents 2040 target: Maintain zero fa-
tal acadents and improve other safety indices by 20 0%

HEALTH & SAFETY INDICATORS

2009 2008 2007
Fatalities 0 0 2
Accident rate 310 363 402
Lost work days rate 120 158 220
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EMPLOYEES

The 2009 Fresnillo Group workforce (annual average}

» 2,212 employees and 1,323 contractors, 200 technicians
for geological work (monthly average)

* 93 0% men and 7 0% women (incduding 68 women as
heavy equipment operators)

* 84 5% unionised and 15 5% non-uniorised

s 19 0% are between 18 - 25 years, 61 0% between 26 -
45 and 20 0% are 46+

* 2 4% are at an executive level

308 new hires made i 2009 {of which 182 were for the

Sauato project)

Turnover rate of 5 6%

Teamwork and innovation

Compensation, benefits and quality of life

Total wages and salaries paid in 2009 were US$17 7 million,
an increase of 5 0% over the previous year reflecting salary
increases and new hires A vanable compensation scheme
for managers and executives was established, which takes
INto account contnuous Improvement and business indica-
tors Revisions to umion labour contracts resulting from the
annual review were completed on a mutually satisfactory
basis, with a 6% increase to salary, 1% increase to fnnge ben-
efits and 1% as a cne-time bonus. Contracts at Herradura
were revised in March, Fresnillo in Apnl and C:énega tn May

We recognise the extraordinary commitment that em-
ployees make to the Group, especially mine workers living
in solated communities Aside from compensation, we
beleve we have a responsibility to enhance the quality of
life of our employees, incuding education, personal and
professional development cpporturities, and 1n some ar-
eas of the operation, housing, transportation and access
to communications

Tralning and education

The Group invested US$220,865 in traming In 2009, fo-
cused primanly on creating a result-onented culture of
teamwork and integration, with workshops and courses
in leadership, teamwork, process improvement, produc-

The Ministry of Labour and Soual Welfare grants annual recogmtion to tearns that generateinnovauon practices of improve produc-
tion or organisational processes. The Fresniflo and Herradura tearms were recogrised with the first prize in the large industnal sector
cateqgory In the area of process mnovation. The prize was delivered in February 2009 by President Felipe Calderdn.

The Fresniflo “Visionanes” team project reduced fresh water consumption by 25% In the mineral concentration process while

INcreasing tonnage by 4%. The Herradura "Analytical Force” tearn project ncreased the physical avatlability of the 992G loader

from 75.0% to 84.7% to cover production schedules.




Our benefits extend to employees’ families. At Fresnillo, we run a tuition-free elermentary schaol for the children of employees.
At Cidnega, in coardination with the municipality, the company finanaally sponsors elementary and middte school education
for is employees’ families, and will underwnte the opening of a new high schocl in 2010. At Herradura, the company provides
financal support to area techrucal schools.

At all three rines, training workshops in self-esteern, small business entrepreneurship, and family and workplace values are
provided for spouses, and for school teachers to impart to students.

tvity and management skills We believe that teamwork
drives operational improvements, workplace satisfaction
and the innovation potential of the Cormpany In 2009, 29
working teams were constituted to develop speafic effi-
clency mprovement projects

Transparency and accountability

As part of our commitment to transparent governance
and strong stakeholder relations, we rely on the Fresnillo
“Plays Fair" programme to enforce our Code of Conduct
This programme includes an anonymous whistleblower
hotline that provides employees, contractors and supplers
with an institutional path for reporting ethical violations,
unfair treatment of suppliers, workplace discnmination,
abuse of authonty, harassment, or conflicts of interest
Complants are taken to the Fresnillo Honour Commission,
which is compnised of the Chief Executive, Chief Operating
Officer and the Human Resources Manager The progress
of each investigation can be monitored through an access
code and password assigned to each case In 2009, we re-
cewed one complaint classified under “unfair treatment of
a suppher” which was satisfactorily resolved
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In 2009 the Fresnillo mine installed an industrial dis-
patcher that reduced electrical consumption by 3.0%,
as well as solar panels 1o heat water in restrooms and
sarutary facilities, with a savings of 70.0%.

We've Sugned
The Copenhagen
Communiqué

J

Fresnillo plc signed the Copenhagen Commumgue in
November 2009 in recognition of our commitment
to chmate change rmutigation. This 15 an initiative

of the Prince of Wales' Corporate Leaders Group
eon Chmate Change that promotes cimate impact
mitigation ninatves.

ENVIRONMENT

To comply with legal and regulatory requirements and align
our operations with International standards, environmental
considerations must be factored into all areas of the opera-
tion These span the life cyde of a mine, from pre-feasibility
studies in the exploration phase, to mine development and
operation, to dosure and restoration plans

There were no reportable environmental incidents in 2009
This category includes taling dam leakages, leaching pad
contamination, fires within mines and faalities, and spillage
of hazardous matenals

we utilise the guidelines and recommendations of the In-
ternational Counal on Mining and Metals to develop our en-
vironmental policies and programmes Our comphance with
these standards in 2009 1s evidenced by

* ISO 14001 2004 certification at all Group mines and the
Exploration Division

e Clean Industry Certification from PROFEPA, the Mexican

environmental authority

Completion of the International Cyanide Code Certifica-

tion process at Herradura

+ Certification from the Mexian Greenhouse Gas Pro-
gramme for self-raporting emissions

2010 target Maintain all exsting certifications, obtain the
Cyanide Code Cerbfication at Herradura and complete the
process at Ciénega

while these certifications validate the efficacy of our envi-
ronmental programmes, our philosophy 1s *to produce more
with less " Thus we evaluate our performance on the basis
of eco-efficiency indicators that measure consumption of
non-renewable resources per tonne of production In 2009
the rise In energy and water consumption reflected an in-
crease In operating actmities that had ne production out-
put, specifically the development works at Soledad-Dipolos
and Saucito As these projects become producing mines, the
Group's eco-efficiency performance s expected to level off
and gradually improve

Qur operations primarily impact the followng five categones

Energy:

Objective - Reduce unit consumption of energy

in 2009 we consumed 3 1 milion Gigajoules (28 4% electnc-
ity, 69 3% diesel, 1 4% petrol, 0 9% LP Gas) To the extent
possible, we seek renewable sources of electric energy,
nonetheless, the majonty of our consumption will rematn
in fossil fuels as necessitated by our usage of mobile egquip-
ment A number of energy efficiency projects saved approx-
imately 19,250 GJ In the year, equivalent to 0 6% of total
consumption 2010 target Reduce consurmption by 10,000
GJ through energy efficient projects

INDICATOR
(per tonne of production) 2009 2008 2007
Energy consumption (GJ) 0188 0157 0152

Fresh water consumption (m®) 0209 0137 0194




Water:

Objective - Reduce unit consumption of fresh water
through the rearculation of water

The minimal residual water that the Company discharges
fully complies with government quality standards Fresh wa-
ter 1s sourced from withun the mines at Fresnillo and Ciéne-
ga, and through wells at Herradura Consumption is lirmited
to replacement of evaporated water from tailing dams and
15 used primianly in the benefication plants, offices and fal-
ties, and for dust control at open pit mines

Total water consumption was 3 5 million m? in 2009, com-
pared to 2 3 m?In 2008 The increase reflects higher through-
put at Fresmilo and Clenega and develapment works at the
open pit Soledad-Dipelos project The start up of the new
water treatrment plant at Fresnillo will replace fresh water
used 1n the operation with treated water sourced from the
nearby municpality of Fresnillo 2010 target 20 0% reduc-
tion (n fresh water consumption per tonne of production

Emissions:

Cbjective -~ Contain fugitive dust and minirnise unit €O,
ermssions from indirect sources of energy

Fugitive dust s caused at open pit operations by vehicle traf-
fic on the mune’s roads To prevent this, roads are constantly
wetted down

Fresnille plc, hke other mining companies, 1s not a significant
emitter of carbon dioxide However we partiapate in the Mex-
wo Greenhouse Gas Programme, a public-private initiative
through which comparnies voluntarily repert therr GHG emis-
sions In 2009, the Group emitted less than 0 017 tonnes of
€O, per tonne of mineral production from both direct sources
{diesel equipment and vehides) and indirect sources {electric-
Ity generated by third parties} 2010 target Decrease GHG
emission by 5 0% per tonne

Waste and hazardous matenals:

Objective - Maximise the rate of reuse of hazardous ma-
terials and ensure their proper containment

We employ a range of imtiatives to recycle operating mate-
rials in 2009, 78 7% of the hazardous waste produced by the
Group was reused in other processes, compared to B0 3% In
2008 In additton, 7,250 tonnes of industnal waste was sold
to third parties, an increase of 5 0% over the previous year

One of the Company’s main waste products 1s tailings gen-
erated by the flotation process The censtruction and man-
agement of our tadings dams fully comply with internation-
al and Mexican standards 2010 target Increase the reuse
of hazardous waste 5 0%

Biodiversity:

Objective - Minimise disruptions to endermic flora and
fauna on our land, mitigate any impact through conser-
vation efforts, relocation and reforestation

Nurseries at our mines have an annual capaaty of 110,000
trees, including the new faclity built In 2009 by the Explora-
tion Dwision to faclitate restoration in prospecting areas
We donated 88,000 trees in 2009 to schoels and communi-
ties to promote environmental culture We relocated 93,200
plant speamens i 2009, with an overall survival rate of
86 7% 2010 target Double capacity at the Cenega nursery
to 100,000 trees, replant 115 hectares at Ciénega and Fres-
nillo, relocate endemic species at 80 hectares at Herradura

We recycle materials such as spent oll, tyres, copper,
paper and cardboard.

At Herradura, spent ol from equipment mante-

nance 1s used for blasting at the open pit, which re-
duces diesel consumption,

AL the 9" world wilderness Congress (WILDS) held
In Merida, Yucatan in Movember 2009, Fresnillo pic
became a founding member of the Corporate Com-
mitment to Wilderness. This programme will foster
cooperation among participating companies.

Cur conservation efforts include the Génega Sus-
tamnable Forest, conservation of the Sonoran prong-
horn at Herradura, and wildhife protection at the
Envirenmental Management Urit at Fresnillo.
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Through United Way, Group employees contributed
US$13,000 to community philanthropic efforts.

Third Iberoamencan Silvaersrmith Summut

With the objective of add:ng value to the extracuon
of siver and promoting the use of stver in jewellery
and craftsrmanship, Fresnillo ple, along with the Silver
Institute sponsored the Third Iberoamerican Summit

arganised in Novernber In the aty of Zacatecas.

This event was created in 2001 by imibative of the
Peruvian Siver Trust and neighbouring countries (o
axchange expertise and creauvity in silversmithing
through lectures, exhubitions and workshops. Fol-
lowing the first two summits in Cuzco and Lima
{Peru}. the Zacatecas meeting brought together
over 300 participants from 16 countries. The Gover-
nor of Zacatecas, Ms. Amalta Garcla Medina, was an
active participant.

COMMUNITIES

Fresnllo's relationships with the commumities where we
operate are crittcal to the continuity of operations We
share resources such as land, water, infrastructure and of-
ten muniapal services As good corporate atizens, our goal
15 to develop harmorious and mutually beneficial relation-
ships across the fecycie of our mines, and to strengthen the
community's long-term self-sustaining capabilities

By nature 1t s difficult to measure performance in this area We
contract with an independent third party to conduct bi-annual
perception studies in the communities where we operate, and
rely on the feedback and recommendations of these reports to
guwde our engagement programmes and Investments

A key effort 1s to promote local enterprises by providing
traimng, financang and preferential procurement opporturi-
ties in areas such as transportation, maintenance and rmine
work and consurnable supplies

Working 1in conunction with local governments and NGOs,
our community engagement is focused on five areas, with
USs42 9 million spent in 2009

* Environmental awareness sponsoring and promoting
activities such as water conservation, recychng efforts, re-
forestation and clean public areas Objective to go beyond
our environmental rmitigation efforts and have impact on
a wider scale, and to enhance the perception of a respon-
sthle mining company

s Education bulding, equipping and funding local schools
and promoting the study of scences through teacher
traning Objective to promote local development

* Soaal mtegration extending corporate health, athlet-
s and recreation activities to the community Objective
to brng together employees, families and community
members In positive interactions

* Self-sustaiming capacity traning and developrment in
alternative sources of income Objective to ensure the
community’s long-term well-being

* scaal infrastructure ensunng that communities have
access to basic services such as electriaty, sewage, hous-
ing, paved roads, telecormmunications and healthcare
Objective to satisfy the basic needs of our communities

We begin community outreach efforts at the exploration
phase of our work Wae are committed to far and open
negotiations, and respect the custorns and culture of local
communities and cooperative landowner groups (ejidos)
Agreernents with landowners often include guaranteed in-
vestrments in the development of basic infrastructure

At our mines in operation, our efforts depend upon the type
of community and 1ts specific needs, distance to the opera-
tion and available services and infrastructure

Fresnillo

The mine 1s located 60 kilometres northwest of Zacatecas
City in the state of Zacatacas, which has a long tradition of
sitver mining The local mumiapality of Fresriflo 1s an estab-
lished town of 110,000 (2005 census) with solid infrastruc-
ture and decent basic services

Qur community engagerment efforts include the 40-hect-
are sustainability Cornplex that includes a recreational park,



small zoo with 184 animal species, a mesquite and cactus
conservation and research facility, and a tounst mmine and
mining museumn The Complex serves to educate tounsts
and residents about our mining and conservation activities
and welcomed 29,000 visitors in 2009

in 2009, we completed construction of the water treatment
plant that wll tréat 50% of the aity’'s sewage for reuse in the
Fresnillo mine's processes, bringing environmental benefits
to the town while reducing our fresh water consumption

Other investments this year included the remodelling of the
elementary school for the children of Fresnillo’s employees,
and sponsorship of vanious athletic activities

Herradura

The mine is located 80 kilometres from the nearest large
town of Caborca, populatton 70,000 (2005 census) in the
State of Sonora Workers from area villages are provided
daily transportation to the mine site

We work in partnership with the Ecology and Sustainable
Development Commussion of Sonora State {CEDES) to pro-
tect the Sonoran pronghorn, an endangered spacies Since
1997, we have monitored and protected ther habitat and
measure the effectiveness of the programme through a
regular aenal and terrestnal census We also sponsor educa-
ttonal programmes in the community

The retocation of flora 1s particularly important at Herra-
dura because it 15 an open pit mine For example, we re-
locate thousands of cactuses each year In 2009 we began
construction of a nursery that will cpen in 2010

in 2009, 1n conjunction with the Borquez Schwarzbeck Foun-
dation we provided materials and funding for the construc-
tion of a new community centre in a village near the mine
The faclity, which includes a computer lab and meeting
space, anms to build educational capaaty through work-
shops Separately, we funded a technical school in Caborca

Ciénega

The mine s supported by the srmall, 1solated community of
Nuestra Sefiora de la Génega, population 2,500 The nearest
town s Santiago Papasquiaro, population 47,000 (2005 census),
153 kilormetras away, which itself 1s 172 kilormetres from Du-
rango Gty Because the immediate community 1s enarely de-
pendent on the mine, we provide or faalitate all basic services
induding housing, food, sanitation, healthcare and education

Based on feedback recewed In the community survey, we
prioritised certain projects in 2009 such as the paving of the
main road in the village, of which 900 metres was completed
i conjunction with the municipalsty We also constructed 30
houses for employees’ families this year and installed a new
cell phone tower to fachtate mobile communications

AL Ciénaga we operate the Sustainable Forest reforestation pro-
gramme, which started in 2003 in partnership with the National
Institute for Forestry, Agnautture and Livestock Research Covenng
almost 300 hectares, the forest ts planted with evergreen and de-
oduous trees, and indudes endangered speaes in the mushreom
farnily In 2009 we planted 60,000 sapkngs, the majonty of which
came from our own nursenes, and conunued to enhance the
water collecoon systerns with the additon of 182 small asterms

wWe bullt a Christmas tree out of more than 2,000
PET bottles at the commuruty centre in Qiénega.

More information .
Vv sttre fo ow g weos tes to ea more about tne
certificatiors and orgarsat ors mertioned n this report

International Cyamide Code Certification
www cyanidecode org

UN Global Compact
www Lnglobalcompact org

Framework for Sustainable Development of the
Internationat Councl on Mining and Metals (ICMM)
Www IamIm com/our-work/sustainable-development-
framework

OHSAS 14001 and 18001

www bsigroup co uk/en/Assessment-and-Certification-
services/Management-systerns/Standards-and-Schemes/
BS-OHSAS-18001

Clean Industry Ceruficanon (PROFEPA)
www profepa gob mx/profepa

Mexican Greenhouse Gas Programme
Www gelrmexico org

International Labour Orgamisation
wwwilo org

World Health Crganisation
wwwwho org
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MANAGING OUR RISKS




Risk management is vital to meeting our objectives

and creating sustainable value.

The Board has overall responsibility for ensuring that nsk 1s effectvely
managed across the Fresnillo Group, while the efficacy of the internal
control system 1s monitored by the Audit Committee The day-to-day
responsibility for managing risk and mantaining the Group's system of
internal control lies with the Executive Comruttee, which 1S supported In
this task by the Internal Audit department

Fresrillo's risk assessment process is dynamic and ongoing as the mac-
ro environment changes, country- and industry-specafic arcumstances
evolve, and our own internal processes become more instituttonalised,
new risks may anse and others recede Similarly, the ranking of these risks
(based cn probability and seventy) may fluctuate

For the 2009 assessment, the Company's executives and operations
managers identified a universe of more than 100 nsks through a survey
conducted by the internal Audit team From these, senior management
narrowed down the top 15, which reflect the emergence of new nsks
since the IPO, changes in the impact and/or likehheod of existing risks,
and those nsks requinng careful monitonng and rewnforced controls

Management will continue to refine the processes for mornitonng, measur-
ing and reporting nsk over the course of 2010

Further information on the Fresnillo Group's risk management process-
as and internal controls are found in the Corporate Governance Report
on pages 72to 77

RISK RESPONSE

IMPLEMENTATION RISK RESPONSE
I STRATEGY
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STRATEGIC

RISK

Depletion of reserves at existing
mines and development projects,
combined with no new mineral
deposits identified, which would
Impact the Company's growth

projections and production
capabilities

Delays in obtamning access

to the land for perforrming
exploration/mining activittes,

caused by complex or unsuccessful

negotiations with epdos
{cooperative landowners)

Difficuity in finding and/or retaining

personne! with the requisite

knowledge, skills and expenences

for kay positions, particularty when
competinon for such personned s
greater dunng penods of expansion in

the mining industry

Internal union conflicts at
the national level may cause

termporary stoppages or discontinue
operations, even when the source
of those conflicts 1s not related

to local labour contracts and/or
warking conditions at fresnille plc

Secunty related nsks such as
drug cartels, kidnapping, thefts,

etc., which have increased markedly
1 Mexico over the past year, could
cause business Interruptions resulting
from ther iImpact on personnel and
property While the Company, its
ernployees, contractors and faalivies
are not necessanly speafic targets,
secunty ssues have become pervasive

in many parts of the country
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PRINCIPAL RISKS

MITIGATION / CONTROL

Company's exploration
pregramme has been
intensified, including a
doubling of the budgetin
regional properties and
areas of influence
Long-term exploration
programeme

Highly tramed and
expenenced exploration team

Engagement with
government agencies and
communties

Hiring of personnel with
specific expertise
Purchases of surface land at
and near our projects at an
early stage

Talent entification plan
deployed

Ongoing traning
programme linked to

a succession plan and
development programme
Ongaing recrurtament strategy

Close communication wath
union leaders at both the
local and national level
Efforts to broaden the

base of support among
uniorused workers, iInduding
outreach to key influencers

Philosophy of no
involvement with “power
groups”

Prudence regarding
unknown persons around
our offices and operations
Secunty measures in place
at the local fevel

OPERATIONAL

RISK

Lower ore grade extracted compared
to planning stage esamates that
could impact cash cost projections and

production programimes

Difficuity in sourcing entical

equipment and strategic spare
parts to meet operational needs,
due to long production and delivery
tmeframes, as well as shortages
caused by competition for such parts

Continued upward trend in the pnce
of key operating matenals due to
competitive demand and reltance on

third party suppliers

Expensive or insufficient energy

to meet demands of rmining

operations, due to rellance on CFE,

the state-run electnc utity

Accidents or irresponsible

actions caused by the Company in
the communities where it operates
that may disrupt operations froma

avil or legal perspective

Difficulties in obtaning perrrussion
frorm the Mexican Ministry of Defence
for the use of explosives, due to
the aforementioned secunty nsks
that have increased the military's

control and management of
explosives

MITIGATION / CONTROL

= Capacity increases at mines

and plants
* Optirmisation of recovenes
at our plants

* Ongoing search for deposits

n areas of influence
+ Dilution control efforts

* Strategic redundancy
programime rmaintains key
parts In inventory

* Long term contracts with
suppliers

* Ongoing focus on
productivity (lower par
unit consumption and
cost controf)

* Long term procurement
programmes with key
suppliers

s Evaluating feasibility of
direct or indirect v/
associations) investments
in alternative energy
programmes (wind and
hydroelectric)

* Generators installed in key
operating equipment

e Close commurcation
with CFE

* Tramung in execution of avil

contingency plans

« Comphance controk
for the Group’s Health,
Safety, Emvironment and

Community Relations Systemn

* Engagement with the
Mexican mifitary, close
comrmunication with
authorities

¢ Key personnel being added,

training reinforced
Rigorous on site disaipline

to comply with regulations




FINANCIAL

Volatility In silver and go!d prices
that could impact the realised

prices of the Company's production
output, and in exchange

rates that could impact peso-
denominated production costs when
converted into dollars

Adverse changes in the tax
law and/or new mining
royalties, rights or duties
that could impact the Company's
profitability Highly profitable
companies and industries tend to
attract more scrutiny in times of
governmental budget constraints

MITIGATION / CONTROL

Silver and gold none, the
Company has commutted
not to hedge in order to
allow investors full exposure
to silver and gold pnces
MXN/US$ exchange

rate selective hedging

to protect against the
adverse impact on the
pesc component of costs
and expenses

Dalogue with key
legislators via CAMIMEX
(Mexican Mining Chamber)
to influence Government
decisions makears
Collaboration with peer
group mining companies
to engage with the
Government regarding
industry interests

COMPLIANCE

RISK

External pressure (from NGOQs,
pohitical groups and others) for
more regulation to the rmining
industry in Mexico, which could
Increase our requlatory burden

Failure to comply with
environmaental, health and
safety regulations that could
disrupt operations, lead to
financial and legal penalties, and/
or terminate the Company’s
mtning licences

MITIGATION / CONTROL

Leveraging our position
n CAMIMEX to influence
legistators to produce
acceptable regulations
Morutornng of
Government policies and
political activists

Compliance controls

for the Group's Health,
Safety, Environment and
Community Relations
System

Enforcement of strict
safety and haalth
regulations, traning

Zero tolerance programme
for dangerous conditions
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BOARD OF DIRECTORS




Alberto Bailléres
NON-EXECUTIVE CHAIRMAN, 7

Charrnan Norminations Committee,

Rernuneration Commuttee

Mr Bailléres has been on the board of Industrias Pefioles since 1962 and has
sarved as Chairman since 1967 The Bailléres farmily first acquired an interest in
Pefioles In 1962 and Mr Ballieres is currently the controlling shareholder In ad-
dition to Pefioles, as part of the BAL group of comparies, Mr Bailleres has in-
terests in Grupo Palacio de Hierrg, a chain of department stores mainly located
In Mexico Cty, Grupo Naconal Provincial, a leading Mexican insurance company,
Grupo Profuturo, a pensions and annuities business, and other businesses relat-
ng to finanaal services and agriculture

Mr Bailléres became non-independent Non-Executive Chaurrman on 15 April 2008
Mr Ballldres holds numercus other board appointments, being the Chairman
of the Board of Directors of Grupo Nacional Provingal, Grupo Profuturo, Grupo
Palacio de Hierro, Crédito Afianzader, and a member of the Board of Fomento
Econémico Mexicano {FEMSA), a leading international beverage producer and
distributor, Grupo Televisa, Grupo Kuo/Dine and BBVA Bancomer Mr Ballléres
15 also currently president of Grupo BAL and President of the Board of Trustees
of Asociacién Mexicana de Cultura, A C and Instituto Tecnolégico Auténomo de
México (ITAM} In addition, Mr Ballléres 1s a member of the Consejo Mexicano de
Hombres de Negoaos and also of Fundaaén para las Letras Mexicanas, A C

Jaime Lomelin
CHIEF EXECUTIVE OFFICER, ©
HSECR Committee

Mr Lomelin spent 36 years at Pefioles and held the position of Chief Executive
Officer for 21 years He previously served as group vice-president of the metals
and chermicals division for four years Mr Lomelin holds a bachelor of science
degree in chernical engineering from the Universidad Nacional Auténoma de
México (UNAM) and postgraduate studies in Business Adrrurnstration in the
University of Wisconsin and Stanford Executive Program at Stanford University
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Lord Cairmns
SENIOR INDEPENDENT NON-EXECUTIVE
DIRECTOR, ~

Charman Remunerotion {ommittee

Lord Cairns was appointed to the Board on 15 April 2008 He 1s chairman of Zain
Africa BV (formerly Celte! International Bv) and the Chantes Aid foundation and
is a board member of the Mo Ibrahim Foundation He has previously served as
chairman of Actis LLP, CDC Group, Allied Zurich and BAT Industries after a career
with SG Warburg where he had become deputy chairman and CEQ He gradu-
ated from Trinity College, Cambridge

Fernando Ruiz
NON-EXECUTIVE DIRECTOR,

Autht Remuneration and Nominations Comrmittees

Mr Ruiz was appointed to the Board on 15 Apnl 2008 He 1s a forrmer managing part-
ner of Chevez, Ruiz, Zamampay Ca , S , tax adwvisers and consultants He is a mem-
ber of the Asociaaén Mexcana de Contadores Publicos He is currently president of
the Finance Committee of the Consejo Coordinador Empresarial, as well as an adviser
to this organisation Mr Ruiz holds numerous board appointments, including Kim-
berly Clark de Mexico, Mexichem, Grupo Cementos de Chihuahua, Grupo Mexico, Em-
presas ICA and the Mexican Stock Exchange Mr Ruiz graduated from the Universidad
Naconal Autonoma de México (UNAM) with a degree In public accounting

Javier Fernandez
NON-EXECUTIVE DIRECTOR, 55

Normunations and H5ECR Cormmittees

Mr Fernandez Carbajal was appointed to the Board on 15 Apnl 2008 He is Chairman
of the Board of Primero Fianzas, a private surety company, since March 2007 He
has been engaged as a consultant for public and private Investment transactions
and s an active wealth management advisor since 2002 For the past 27 years, Mr
Fernandez Carbajal has held seruor executive positions at leading Mexican companies,
ncluding 14 years of expenience In financal services He joined Grupo BBVA Bancomer,
Mexico's largest finanaal services company in 1991 as Executwe Vice President Stra-
tegic Planning and successively served as Deputy President for Systems and Opera-
wons and Chief Information Officer, Deputy President and Chief Financal Officer, and
n 1999 was named President Mr Ferndndez Carbajal 1s a member of the board of
directors of FEMSA, a leading Latin Amencan beverage company, of Grupo Aeropor-
tuano del Pacifico, Mexico's largest arport operator and of VISA, Inc the world's larg-
est electronic payment network Mr Fernandez Carbajal has a degree in Mechanical
and Electncal engineerng from the Instituto Tecnologico y de Estudios Supenores de
Monterrey (ITESM) and an MBA frorn Harvard Business School

Rafael MacGregor
NON-EXECUTIVE DIRECTOR, 42
Chairrman, HSECR Commuittee

Mr MacGregor was appointed to the Board on 11 January 2008 He has been a corpo-
rate director in Tecnica Administrativa BAL since 1999 He 1s a member of the board
of directors and a member of the executive commuttee of Industnas Pefloles, Grupo
Nacional Provinaal, Grupo Palaco de Hierro, Grupo Profuturo, Valores Mexicanos
Casa de Bolsa, Credito Afianzador, Compafia Mexcana de Garantias, Profuturo GNP,
Afore, Profuturo GNP Pensiones, Medica tntegral, Bal-Ondeo and [TAM Previous po-
sitions held by Mr MacGregor have included CEO of Valores Mexicanos Casa de Bolsa
{from 1994 to 1999), vanous positions, including corporate director, rmanaging direc-
tor and manager and vice president of mutual funds at Grupo Financero Inverlat
{between 1985 and 1994), manager of Investment strategies of Operadora de Bolsa,
and investrnent assistant of Casa de Bolsa Banamex (frorm 1932 to 1983} Since 1999,
Mr MacGregor has been a member of the board of Mexican Stock Exchange and,
since 2005, he has been vice charman of Mercado Mexicanc de Berivados (MexDer)
Mr MacGregor holds a bachetor of science degree in business admimistration from
ITAM and attended the Stanford Executive Program at Stanford Unversity




Juan Bordes
NON-EXECUTIVE DIRECTOR, -

Mr Bordes was appointed to the Board on 11 January 2008 Mr Bordes has been
corporate director in Tecnica Administrativa BAL since 1979 He was the CEQ of
Artes Graficas Unidas from 1984 unt! 1986 and CEO of Fabncas de Papel Loreto
y Pefia Pobre from 1986 until 1989 Since 1989, Mr Bordes has been a member
of the board of directors and a member of the executve cormnmittee of each of
Industnas Pefioles, Grupo Nacdional Provinaal, Grupo Palaao de Hierro, Grupo Pro-
futuro, Valores Mexcanos Casa de Bolsa, Crédito Afianzador, Compafiia Mexicana
de Garantias, Afore Profuturo GNP, Profuturo GNP Pensiones, Médica Integral, Bal-
Ondeo, Albacor and a member of the Board of Trustees of ITAM Mr Bordes holds
a bachelor of science degree In chemical engineening from Universidad Nacional
Autdnoma de México (UNAM) and attended the Stanford Executive Program at
the University of Stanford He also attended the Business Management Course at
the Instituto Panamencanoc de Alta Direccién de Empresas ({PADE)

Arturo Fernidndez
MON-EXECUTIVE DIRECTOR, "4

Mr Fernandez was appointed to the Board on 15 April 2008 He 1s a member of the
board of directors and a member of the executive committee of each of Industnas
Pefioles, Grupo Naaonal Provinaal, Grupo Profuturo, El Palaao de Hierro, Valores
Mexcanos Casa de Bolsa and (rédito Afianzador Mr Femandez 15 also a member
of the board of directors of Grupe Bimbo, Minera Penrmont, Quimica del Rey and
Tecnologia del Agua {TECSA} and an altemate director of FEMSA Mr Fernéndez has
been the rector of ITAM, an independent not-for-profit higher education institution,
for 16 years He has also previously served as the head of the tax polcy office at the
Mexican Ministry of Finance and as head of the economic deregulation office at the
Mexican Ministry of Trade Mr Fermdndez holds a bachelor of econormics degree from
ITAM as well as a PhD in econormics from the University of Chicago

Guy Wilson
NON-EXECUTIVE DIRECTOR, ¢
Chairman, Audit Commuittee

Guy Wilson joined the Board on 1 July 2008 following his retirement from Ernst
& Young LLP He joined Ernst & Young in 1967 and became a partner in 1972
since 1972, he has specalised in corporate transactions covering 1POs, public
fund rassings, acquisitions, disposals and defences against hostile bids From
1989 to 1991, he was seconded to HM Treasury to assist with the privatizations
of the UK water and electricity industries and Scottish electmaity Frorm 2000,
he pnmanly, but not exclusively, concentrated on transactions in the financial
services sector

Fernando Solana
NON-EXECUTIVE DIRECTOR, ™3
Member of the Audit Committee from 18 February 2009

Mr Solana was appointed to the Board on 18 February 2009 He s currently Presi-
dent of Solana Consultores, Chairman of the Mexican Counal on Foreign Rela-
tions and Charrman of the Mexcan Fund for Education and Development He is
also an Associate Consultant of Analitica Consultores Asociados as well as baing
a member of the boards of the Eurcamenca Feundation in Madnd and the In-
stitute of the Armericas inked to the University of Californ:a in San Diego He 1s
a member of the Adwisory Board of the Latin Amencan Parlament Mr Solana
served in Mexican Government as Minister of Trade {1976-1977), Minister of Edu-
canon {1577-1982 and 1993-1994) and Minister of foreign Affairs (1988-1993)
Mr Solana became President and CEQ of Banco Nacional de Mexico from 1982-
1988 He served as Chairman of the Mexican Banking Association (1986-1987) He
was a Senator in the Mexican Parliament from 1994 to 2000 He was a member
of the boards of the Mexican American Foundation for Saence and the Canning
House 1n London Mr Solana studied Cwil Engineering, Philosophy, Public Policy
and Admimstration at the Nationa! University of Mexico
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Jaime Lomelin
CHIEF EXECUTIVE OFFICER,
Mr Lomelin's biographical details can be found on page 67 of this Annuat Report

Maro Arreguin

CHIEF FINANCIAL OFFICER, 51

Mr Arrequin was previously employed by Industnas Pefioles where he worked
for 17 years He was chief financaal officer for 11 years and was previously
group treasurer for sx years Prior to joining Pefioles, Mr Arreguin worked In
investment banking (Valores Finamex) and in Dupont Méxtco Mr Arreguinis a
bachelor of chermical engineering, holds an MBA from the University of Chicago
and attended the Stanford Executive Program at Stanford University

Manuel Luévanos

CHIEF OPERATING OFFICER,

Mr Luévancs spent over 35 years at Industnas Pefioles, including executive vice
president of metals, executive vice president of mining and a vanety of senior
management positions over the last 25 years Mr Luévanos holds a bachelor
of chemical engineering degree from the University of Guanajuato and has a
post-graduate degree in international business from ITAM and studied the
Stanford Executive Program at Stanford University

David Giles

VICE PRESIDENT, EXPLORATION, »

Mr Giles was previously employed by Pefioles where he worked for 20 years and
had undertaken a number of serior management positions including Vice Pres-
ident of Exploration Before joining Pefioles, he worked for AMAX, Corona Gold
and Tormex Mr Giles has a bachelor of applied science and engineenng degree
in Geology from tha University of Toronto and holds an MBA from the ITESM
University in Mexico He is an officer of the Society of Economic Geologssts, and
the Mexican Assocation of Mining, Metallurgical and Geological Engineers

Mernbers of the Exeautive Management: joined Fresnillo plc pnor to the 1PO i May 2008
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COMPLIANCE STATEMENT

The 2008 Combined Code on Corporate Governance (the Code) establishes, in Section 1, 17 man principles of
good governance in four areas Diractors, Directors' Remuneration, Accountabiity and Audit, and Relatiens
with Shareholders The following sections explain how these prinaples were applied (a detaled report on Di-
rectors’ rermuneration can be found on pages 78 to 81) For the financal year ended 31 December 2009, the
Company has complied with Section 1 of the Code, save in the following two respects

s Code Provision A.2 2 The Code states that the chairman should on appantment meet the independence
cntena set out within the Code The Chairman was not independent at the time of his appointment Alberto
Bailleres has been a board member of Industnas Pefioles, S AB de (V (Pefioles) since 1962 and its chairrman
since 1967 Pefioles retains a 77 1% holding the Company Mr Ballleres has been responsible for overseaing the
succassful developrnent of Fresnillo over many years and, therefore, the Board considers that Mr Ballleres’ con-
tinued involvernent as Chairman is very important to the Company at the present stage of its development,

s Code Prowision B 2 1 The Code provides that the Board should establish a remuneration committee of
at least three Independent Non-executive Directors The composition of the fresmille Remuneration Com-
mittee 15 made up of three members including two independent Non-executive Directors one of whom,
lLord Cairns, 1s the chairman of the Committee The Chairman of the Company, Mr Balldres, who was
not independent at the time of his appontment, 1s also a member The Board believes that Mr Bailléres
experience and knowledge of the Group and the Mexican market and his considerable contribution to the
Remuneration Committee's defiberations justifies his membership of the Remuneration Cormmittee Mr
Ballleres 13 not involved in matters concerning his own remuneration

THE BOARD STRUCTURE

The structure and bustness of the Board 1s designed to ensure that the Board focuses on strategy, manage-
ment, governance and control 1ssues Certain aspects of the Board's responsibilities have been delegated to ap-
propriate committees to ensure compliance with the UK Companies Act, London Stock Exchange Listing Rules
and the Code It 1s the responsibility of the Chief Executive and the members of the Executive Committee to
manage the day-to-day running of the Group The Board has delegated authonty to the following comimittees
to faclitate the routine business of the Company

The Audit Committee which has responsibiity for, among other things, monitohng the integnty of the Fresnillo
Group's financial statements It aversees the Group's relationshup with the external auditors and reviews the effec-
tiveness of the external audit process. It also reviews the effectiveness of the Group's systerm of intemial controls and
nsk management systems

The Remuneration Comrnittee which has responsibility for making recommendations to the Board on the Fres-
nillo Group's policy on the rernuneration of serior management (being the Executive Birector and the other mem-
bers of the Executive Committee) and for the determination, within agreed terrms of reference, of the remunera-
tion of the Chairman and of speafic remuneration packages for the Exacutive Director and the members of the
Executive Committes, induding pension nghts and any compensation packages Full details of the composition and
role of the Remuneration Committee and the Company’s compliance with the Code Provisions relating to remu-
neraton are set out In the Directors’ Rermuneration Report on pages 78 to 31

The Nommnations Committee: which has responsibility for making recommendations to the Board on the
composition of the Board and Its committees and successton planming for the Directors and other sernor execu-
tves Before making appointments of new Directors the Committee is responsible for evaluating the balance of
skills, knowtedge and expenence on the Board and identifying and nominating suitable candidates

Health, Safety, Environment and Community Relations Committee which s resporsible for formulating and rec-
ommending to the Board the Fresnillo Group's poiky on healthand safety as well as emvironmental and local communi-
ty issues. Full details of the role of this Cormmyttes are set out in the Sustanable Developrment Report on pages 46 to 59

The Executive Comrittee The Executive Comemnittee 1s led by the Chief Executive and 15 responsible for the manage-
ment of the Company’s businesses Induding the implermnentation of deasions agreed in prinaple by the Board and allex-
ecutive management of the operations of the Group within the strategy approved and budget approved by the Board

The tarms of reference for each of the Audit, Remuneration Nominations and Health, Safety, Environment and
Community Relations Committee are avallable on the Company's website

CORPORATE GOVERNANCE REPORT



THE BOARD

The Board meets at least four times a year and has an established programme of meetings At these meetings
the Board takes respansibility for the Group's long-term objectives and commeraal strategy and monitors the
management of the Group's activities There Is a formal schedule of ratters reserved for the Board's decision
which incudes approvals of major expenditure and investments and key polaes

A table of attendance of members of the Board and Board committees at meetings for the financiat year ended
31 December 2009 15 set out below

AUDIT REMUNERATION NOMINATIONS HSECR
BOARD COMMITTEE COMMITTEE COMMITTEE COMMITTEE

{5 meetings) {5 meetings) (3 meetings} (1 meeting) {1 meeting)

Alberto Balléras' 5/5 2/2 N

Jaime Lomelin 5/5 11

Lord Cairns? 4/5 373

Fernando Ruiz 5/5 5/5 33 1/1

Javier Fernandez 5/5 111 on

Rafael MacGregor 5/5 1n

Juan Bordes 5/5

Arturo Femarndez 5/5

Guy Wilson? 4/5 5/5

fernando Solana® 4/4 4/4

' Mr Baiiéres was appointed to the Rernuneraton Comprittee i February 2009 and was only eligible to attert two rmeetings of that Cormittee

2 | ord Cairns and Mr Wilson were unable to attend a Board meeting convened at relatively short notice to corsider a commiercal matter

3 Mr Solana was appointed to the Board and Audit Committee in February 2009 and was only eligible to attend four Board and four Audit
commyttee meetngs

All meetings of the Board are held in Mexico The Chairman met with the Non-executive Directors without the
executives present in Apnl 2009 The Independent Non-executive Directors met to evaluate the performance of
the Chairman in October 2009

BOARD MEMBERSHIP (BOARD BALANCE & INDEPENDENCE)

At the year end the Board consisted of the Charman, Alberto Bailléres, one Executive Director, Jaime Lomelin,
Chief Executive Officer and eight Non-executive Directors Biographical detalls of each of the Directors can be
found on pages 66 to 69 of this Annual Report

The separate roles of Charman and of the Chief Executive Officer are recogrised and the requirernents for these
roles have been specified In wrting and agreed by the Board There have been no changes to these roles since
they were agreed by the Board

Mr Hector Rangel resigned on 30 January 2009 and Mr Fernando Solana was appointed as an Independent Non-
executive Director on 18 February 2009

As Senior Independent Director, Lord Caims is avallable to shareholders if they have concerns that have not been resolved
through the normal channels of Chaimman, Chief Executive Officer, Chief Finanaal Officer or Head of Investor Relations

The composition of the Board and the roles of the Chairman, Chief Executive Director and the Senior Inde-
pendent Director have been structured to ensure that no one indmidua! can dominate the deasion-making
processes of the Board The Board has considered the independerce of all of the Directors and its assessment
of the independence of the Non-executive Directors is set out below

INDEPENDENT ROT INDEPENDENT

Alberto Bailléres (Chairman)
Rafael MacGregor

Juan Bordes

Arturo Fernandez

Lord Catrrns

Fernando Ruiz

Javier Fernandez

Guy Wilson

Fernando Sclana

< L s s

B
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Alberto Bailléres, Rafael MacGregor, Juan Bordes and Arturo Fermnandez are each directors of Pefioles and have
been appointed to the Board by Pefioles pursuant to the Relationship Agreement Further information con-
cerning the Relationship Agreement is set out in the Directors’ Report on page 83

As indicated above, the Charmman was not independent at the tme of his appointment, However, Mr Bailléres has
been responsible for overseeing the successful developrment of the Fresnillo Group over many years and therefore the
Board considers that his continued involvarnent as its non-executive chairman is vitally important to the Company

Fernando Ruiz 1s a retired partner and consultant in the firm Chevez, Ruiz, Zamarripay Qa, S C, a firm providing
professional services to the Company Mr Ruiz 1s not invelved in providing any services to the Company on behalf
of Chevez, Ruiz, Zarmarnpa y C1ia , S € (the value of those services Is not matenal to either party)

Guy Wilson was appointed to the Board on 1 July 2008 having retired as a partner of Emst & Young LLP, the
Company's auditors and reporting accountants on 30 June 2008 Mr Wilson was not involved in the provision of
audit or any other services to the Company by Emist & Young LLP prior to his retirement

As required by the Code, the Board has considered the independence of Fernando Ruiz and Guy Wilson and has
concluded that they are both independent in character and judgement

The Non-executive Directors have letters of appamtment for periods of three years and the tme commitment
required from each Non-executive Director 1s set out In therr letter of appointment The fees payable to each
Non-executive Director are set by the Board in accordance with 1ts Schedule of Reserved Matters Mone of the
Directors holds any appointments to the board of any other FTSE100 quoted company

The Executive Director has a service contract of no fixed term Further details concerning the Executive Direc-
tor's service agreement are set out in the Directors Remuneration Report on page 7¢ Copies of the Directors'’
letters of appointment and service agreement are available for nspection at the Company's registered office In
accordance with the Articles of Asscaation each Director shall retire at the Annual General Meeting held in the
third calendar year following the year in which he was elected or last re-elected by the Company At the annual
general rmeating held in 2009 all the Directors offered thernselves for election having been appointed during the
year None of the Directors will be standing for re-election at the forthcoming Annual General Meeting

CONFLICTS OF INTERESTS

The duty to avoid potential conflicts and to disclose such situations for authonsation by the Board are the
personal responsibility of each Director Each Director ensures that they keep these duties under review and
inforrm the Company Secretary on an ongoing basis of any change in therr respective positions, such as new
directorships taken on

In Septermber 2008, each Director completed a Directors List which set out detalls of situations where each
director's interests may conflict with those of the Company ("situational conflicks®) At that ume, the Board
considered the situational conflicts of each director in turn and authonsed them subject to certain procedural
conditions In the avent that there was a likelhood that certain situational conflicts would become actual con-
fiicts No Director voted in respect of the authonsation of his own situational conflicts Dunng 2009, these Direc-
tors Lists have been resubmitted by each Director as at 30 June 2009 and 31 Decernber 2002 and the Board has
been able to authonse the minor update changes identified in their resubmitted lists In addibion, Directors are
remmded at the beginning of each Board meeting to notify any further conflicts to the Board

BOARD PROCESS

It 15 the Chairman's responsibility to provide timely information to the Board supported by the Cormpany Sec-
retary Board papers are arculated in a timely manner and all proposals presented to the Board for its consid-
eraton under the Schedute of Reserved Matters are first considered and approved by the Executive Comimittee
In 50 doing, the Executive Committee aims to ensure that any such proposals take into consideration those
factors set out 1n section 172, Companies Act 2006 Matters that purely require Executive Committee approval
are reported to the Board and matters that require approval under the Schedule of Reserved Matters, are con-
sidered by the Executive Committee and then presented to the Board for deliberation and approval

All Directors have receved briefings from the Company's advisers, nduding presentations to farmhanse them
with ther duties and responsibilities as Directors of a UK listed company The Charman ensures that the induc-
tion and traming processes for new Directors continues to be developed Mr Solana was presented with a brief-
ing pack and an induction on his appointment to the Board in February 2009

The Directors may raise concerns at meetings of the Board and, if necessary, ask for such concerns to be re-
corded n the Board minutes Directors alse have access to the advice and services of the Company Secretary
{whose appointment and remaoval Is 2 rmatter reserved to the Board) A procedure has been established to en-
able Directors to obtain independent professionat advice at the Company’s expensg in relevant arcumstances




Dunng the year an evaluation of parformance of the individual Directors and the Board was carried out by
way of anonymous questionnaires that were collated by the Company Secretary and then reviewed and
discussed by the Board in October 2009 The responses to all questions relating to the performance of the
Board were very positive Suggestions for improvement included that the Board should spend rmore time on
strategy and also focus more on monitoring risk on an ongoing basis These suggestions will be considered
further dunng 2010

Directors and Officers Liability Insurance cover 1s in place and a review of the cover, particularly by reference to
the mining peer group ameng the London-listed companies, was carried out in July 2009

NOMINATIONS COMMITTEE

The members of the Nominations Committee are Alberto Ballléres (Charman of the Commuttee), Javier
Ferndndez and Fernando Ruiz The majorty of the members of the Nominations Committee are, therefore,
tndependent Non-executive Directors

The role of the Nominations Committee Is to identify and nominate for approval of the Board, candidates to
fill Board vacances as and when they anse When making an appointment, the Committee 1$ required by its
terms of reference to evaluate the balance of skills, knowledge and expenence on the Board

The Nominations Committee is also responsible for reviewing the structure, size and composition, including
skills knowledge and expenence, of the Board and make recommendations to the Board with regards to any
changes Such a review was carried out at the time of Mr Solana’s appointment The Nominations Commuit-
tee considers successton planming for Directors and other senior executives from time to tme

The Nominations Commttee has met once in the year to consider the appointment of Mr Solana and other
matters 1n accordance with the terms of reference The Terms of Reference of the Nominations Committee
were reviewed during the year

The Nominations Commuttee has not retaned any external consultants to assist 1t in s work in considering
future appointments to the Board, the Nominations Commuttee will consider the balance and structure of
the Board and the comrrutments made by the Board under the Relationship Agreement

AUDIT COMMITTEE

The members of the Audit Committee, at 31 December 2009, weare Guy Wilson {Chairman of the Commit-
tee), Fernando Ruiz and Fernando Solana Guy Wilsan was a partner at Emst & Young prior to his retirement
on 30 lune 2008 He 1s therefore considered to have recent and relevant financial, audiing and accounting
expenence The role of the Audit Commuttee, among other things, 1s to momtor the integrity of the financial
statements of the Company, including (ts annual and intenm reports, prelminary rasults announcements
and any other formal announcement relating to its financial performance The Audit Committee met five
times in the year to carry out its responsibilities as descnbed n its terms of reference

Accordingly the Audit Committee has reviewed the 2002 Annual Report and Accounts including the prelimi-
nary results announcement before recormmending their approval by the Board As part of this review, the
Audit Committee reviewed the accounting polices, the danty of disclosure, compliance with the rules of
the London Stock Exchange, the tisting Rules and other legal and regulatory requirements and all material
information presented in the Financal Statements The Audit Committee considered the re-appointment
of the Company's auditors before making a recommendation to the Board to be put to shareholders The
Audit Committee oversees the relationship with the external auditors and reviewed the terrmns of engage-
ment of the external auditors at its meeting n August 2009 The effectiveness of the external auditor was
reviewed by the Audit Commuttee in Apnl 2009 1n addition as part of this responsibility, the Audit Committee
has reviewed the findings of the external auditor, reviewed management representation letters, approved
audit plans ard timescales and reviewed polities on the independence of the external auditor Prior to recom-
mending the appointment of Ernst & Young LLP at the forthcorming AGM to the Board, the Audit Committee
conducted a review of the independence of Ernst & Young LLP Details of the fees paid to Emst & Young LLP
dunng the year are shown at note 29 to the Finanaal Statements The Audit Committee has a policy in place
in respect of the provision of non-audit services to the Fresnillo Group by the external auditor The engage-
ment of the external auditor to provide statutory audit, assurance, taxation and certain advisory servies 1s
pre-approved Any engagemnent of the external auditor to provide peritted services above US$150,000 is
subject to the specific approval of the Audit Committee

The Audit Commuttee has received presentations and updates from the Group internal Audit Department
throughout the year concerning their workplan dunng the year A workplan for 2010 has also been presented
and approved by the Audit Comrmittee Regular update reports on the internal audit reviews conducted by
the Internal Audit Department are also received by the Audit Commuttee Where necessary the Audit Com-
mittee will seek assurance that any serious weaknesses have been addressed Dunng the year the Audit
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Commuittee has been briefed on Internal audits conducted dunng that penod but none have required any
further action on the part of the Audit Committee The Audit Committee reviewed the arrangements by
which employees may raise concerns about improprieties concerning financial or other matters at its meet-
ing In December 2009 and it 15 satisfied with the adequacy of those arrangements

INTERNAL CONTROLS

The Board has overall responsibility for the Group's systemn of internal control which includes risk man-
agement and reviewing 1ts effectiveniess The system of internal control 1s designed to identify, evaluate
and manage significant nsks associated with the achievernent of the Group's objectives Because of the
hrmitations inherent in any system of internal control, this systern 1s designed to meet the Company's
particular needs and the risks to which it 1s exposed It s designed to manage risk rather than eliminate
nsk altogether Consequently it can only provide reasonable and not absolute assurance against matenal
misstatement or loss

The Board has delegated to the Audit Committee its responsibiity for reviewing the effectiveness of these
controls The Audit Committee reviews these systems on an annual basis The day to-day responsibility for
managing nsk and the maintenance of the Group's system of internal control is collectvely assurned by the
Executive Committee The Executive Committee 1s supported in this task by the Internal Audit Department

On behalf of the Board and the Executive Committee, the Internal Audit Department has established a pro-
cess for identifying, evaluating and managing the significant risks faced by the Group in accordance with the
Turnbuli Guidance The Group has also adopted a risk-based approach in establishing the Group's system of
internal control and in reviewing its effectiveness Risks have been classified into a number of categories for
management purposes Based on these nsk categones the Audit Committee has sought assurance from the
Executive Cormmuittee and the Internal Audit Department on the Group’s system of internal control

The basis upon which assurance has been sought includes

+ Internal audit reviews, mcluding information technology reviews, undertaken by the Internal Audit Depart-
ment

« Reviews undertaken by the external auditor

* Progress with the implementation of controls and procedures implemented under the Financial Reporting
Plan adopted at the time of the Company's listing on the London Stock Exchange

* Representations obtained from operational and functional management

The Audit Committee 1s responsible for reviewing the effectiveness of the Group's nsk management, internal
contral systems and the half year and annual financal statements before their submussion to the Board It
also reviews the scope and results of the audit with the external auditors and the schedule of work for the
internal Audit Department for the year

The Audit Commuttee 1s also responsible for reviewing the arrangements whereby staff may, in confidence,
raise concerns about possible improprietias in matters of financial reporting or other matters

There are a number of components to the system of internal contrels wathin the Company and these are
detatled as follows

» A risk matrix continues to be monitored and reviewed by the Executive Commuttee and Internal Audit
Department

» A framework of transaction and entity level controls to prevent and detect material error and loss

A budgetary and periodic reporting review process performed by the Executive Committee

« A documented structure of delegated authonties and approvals for transaction and investment decisions,

including any with related parties

Progress n implementing the controls and procedures under the Financial Reporting Plan prepared at the

time of the Company's listing 1s being monitored

+ A programme of internal audit reviews has been developed and conducted by the Group's Internal Audit
Department

The Board have, through the Executive Comrmittee and the Audit Committee reviewed the effectiveness of
the Group's system of internal controls taking account of the matters summansed above On the basis of
this review, the Board considers that the measures that have been implemented over the past 18 months
to create an approprate nisk management framework are appropriate to the Group's arcumnstances The
Board 1s committed to the continued development of its internat control regime with a view to achieving and
maintaining best practice levels of nsk management and internal control for international mirung companies
lsted on the London Stock Exchange




RELATIONS WTTH SHAREHOLDERS

The Company has an office in London and a Head of Investor Relations who Is based In London The Group
has implemented a strong investor relations programme and aims to meet major shareholders and analysts
at least twice a year to discuss the results of the Group and to respond to any quenes the shareholders may
have The Head of Investor Relations in Londen s the first point of contact wath investors mamtaiming ongoing
relations with analysts and major shareholders through telephone calls and meetings The Compariy also uses a
full programme of mining conferences to meet with current and prospective nvestors Contact with investors
In Mexico 1s maintained through the Investor Relations Office in Mexico Gty The Chief Executive Officer, Chief
Financial Officer, the Director of Exploration and the Director of Operations participate in the major roadshows
to meet with analysts and shareholders The Head of Investor Relations, supported by the Chief Executive Of-
ficer, gives a report at each Board meeting on communications and shareholder actvity

The Company's second annual general meeting will be held on 28 May 2010 The business of the Annual General
Meeting will be conducted in accordance with the provisions D 2 1 and D 2 2 of the Code The Chairman of the
Board and the chairmen of each of the board committees will be available to answer questions put forward
to thern by shareholders of the Company The Annual Report and Accounts and Notice of the Annual General
Meeting will be sent to sharzholders at least 20 working days pnor to the date of the meeting

Lord Cairmns
SENIOR INDEPENDENT DIRECTOR ON BEHALF OF THE BOARD
t March 2010

77

LEADERSHIP QUALITY SUSTAIVACLE GROWTH

CORPORATE GOVERNANCE R{PORT



FRESHILLD PLC 2009 ANNUAL REPORT

DIRECTORS REMUNERATION REPORT

78

PART | - UNAUDITZED INFORMATION

INTRODUCTION
The board of directors of Fresnillo plc is pleased to present their Directors Remuneration Report for 2009

This Report has been prepared in accordance with Schedule 8 of the Large and Medium-sized Companies and
Groups (Accounts and Reports) Regulations 2008 (the Regulations} and sets out inforrnation about the rermu-
neration of the Directors and senior management of the Company for the year ended 31 Decermber 2009 Part
2 of this report has been audited by Ernst & Young LLP in accordance with the requirements of the Regulations

As required by the Regulations, this report will be subject to an advisory shareholder vote at the Cornpany’s
forthcoming Arnual General Meeting

REMUNERATION COMMITTEE

The Board established the Remuneration Committee on 15 April 2008 and it has met three times during the
year The Remuneration Committee consists of three Directors, two of which are Independent Non-executive
Directors - Lord Cairns, who 15 the chairran of the Rermuneration Committee, and Mr Fernando Ruiz Mr Alber-
to Bailldres, who was appointed as a member of the Remuneration Committee on 18 February 2009, was not
independent at the time of his appointment The Beoard believes that Mr Bailléres' expenence and knowledge
of the Group and the Mexican market and his considerable contnbution to the Remuneration Committee's
deliberations justifies his membership of the Remuneration Committee Mr Ballléres 1s not involved in matters
concerning his own remuneration

Attendance at meetings of the Remuneration Comrmittee by individual members 1s detalled in the Corporate
Governance Report on page 73

Terms of reference for the Remuneration Commuttee have been approved by the Board and its duties indlude
the determination of the framework policy for the remuneration of the Chief Executive Officer and other mem-
bers of the Executive Cormrmittee, as well as their specific rermuneration packages, including pension nghts and,
where applicable, any compensation payments In deterrmurung such policy, the Remuneration Commuttee Is
expected to take Into account all factors which 1t deems necessary to ensure that the senior executive man-
agement of the Group are provided with appropriate incentives to encourage strong performance and are,
In a fair and responsible manner, rewarded for ther individual contributions to the success of the Company
It will approve the design of, and deterrmine targets for, any performance-related pay schemes operated by
the Cornpany and approve the total annual payments made under such schemes The terms of reference of
the Remuneration Committee are avallable for inspection on the Campany's website at www fresmilioplc com

The Chief Executive Officer usually attends meetings of the Remuneration Committee at the invitation of the
chairman of the Remuneration Committee and the Company Secretary acts as secretary to this commmittee No
Director is present when his own remuneration is being discussed

The Non-executive Directors’ feas are set by the Board under the Schedule of Matters reserved for its approval

ADVISERS

In setting executive salanes, benchmarking information 1s supphed annually to the Company by Mercer, Hay
Group and Data Compensation Mercer supplies comnparative information on 330 comparies in Mexico and Hay
Group produces comparative information for 22 companies in the mining sector Such informanion is used when
setting salanes for all employees, not Just the senior executive thus ensuring consistency between Group pay
and executive pay structures Benchmark information for intemational mining comparies s provided to ensure
that remuneration 1s competitive compared to the peer group

Towards the end of the year, the Remuneration Comrnittee agreed that Mercer should be asked to meet with
the Remuneration Commuittee frorm time to time to present Its data on executive remuneration

REMUNERATION POLICY

The Remuneration Committee has agreed a remuneration policy to ensure that the Company is able to at-
tract, retain, and motivate Its executives and senior management The retention of key management and the
alignment of management incentives with the creation of shareholder value are key objectives of this policy




In setting the basic levels of pay for the Executive Directors, the Remuneration Cormmittee seeks to ensure that
salanes are market competitive both wathin the Mexcan context and in the international context for gold and
sitver producers Total compensation i1s set around the median level Salanes are benchmarked annually and
total remuneration is benchmarked biennially

The vanable component of remuneration 1s embodied within the short term incentive plan which 1s available to
the Chief Executive Officer, the Chief Finanaal Officer, the Vice President of Operations and the Vice President of
Exploration as well as other corporate managers The achieverment of annual performance targets is, therefore,
rewarded through an annual performance-related bonus The performance targets upon which bonuses are
based include a mux of finanaal and operational performance measures

It 15 the Company's policy not to use its equity to Incentivise long-term performance

CHAIRMAN AND NON-EXECUTIVE DIRECTORS

The remuneration of the Chairman of the Company and the Non-executive Directors consists of fees that are
paid quarterly in arrears The Chairman and Non-executive Directors do not partictpate in any long-term incen-
tive or annual bonus schemes, nor do they accrue any pension entitlement Neither the Chairman nor any of
the Non-executive Directors has a service contract with the Cornpany, however each has entered into a letter
of appointment with the Cormpany

LONG TERM INCENTIVES
Fresnillo does not offer any share- or cash-based [ong term incentives to management

SHORT TERM INCENTIVE PLAN (STIP)

At the begiring of the year a STIP was put in place for the members of the Executive Comrmittee, including the
Chief Executive Officer who 1s the sole Executive Director A number of Key Performance Indxcators (KPI's) were ap-
proved by the Remuneration Committee for each member of the Executive Committee and KP! targets were set
at which payments egquivalent to 0% to 50% of annual salary could be earned A sconng system is used whereby
each objective set for the executive at the beginring of the year is allocated a points-rating which represents a
median performance target for that objective Upper and lower points thresholds are set to allow for outstanding
performance and ensure that underperformance is not rewarded For each memnber of the Executive Cornmittee
{including the Chief Executive Officer), bonus 1s only payable if the aggregate performance equals or exceeds 100
points Bonus payments are paid for aggregate performance agamst, target at or above 100 points as follows

POINTS VARIABLE PAY (MONTHS SALARY) VARIABLE PAY (PERCENTAGE OF ANNUAL SALARY)

100-104 Two months 1667%
105-109 Four months 3333%
110-114 Five months 4167%
115+ Six months 50 00%

The Chief Executive Officer achieved in excess of 115 points for the year to 31 December 2009

The Objectives, Measure and weighting applied to the Chief Executive Officer’s short term incentive payment
15 as follows

OBJECTIVE MEASURE WEIGHTING
Production Equivalent ounces produced 270
Exploration % INCrease In reserves/resources 315
Financial Net profit adjusted” 180
Stakeholder Fatahities, lost days, LTIFR, Strikes 135
Teamwork No measure 100
Total 100 0

* Adyusted to elirminate currerky fluctuations, the effect of year-on-year changes in retals prices and to exdude any revaluation of the
Silverstream Contract.

SERVICE AGREEMENTS

Jaime Lomelin is employed under a contract of employment with Servicios Administratives Fresnilio S A de CV,
a subsidiary of Fresnillo plc Mr Lomelin's contract was entered into on 9 May 2008 and 1s governed by Mexican
Federal Labour Law It does not have a fixed term This means that it may be terrminated in writing by erther
party on notice In wrting and there 1s no entitlement to addittonal compensation for termination other than
compensation payments required for terrmination without cause under Mexican labour laws No benefits are
payable under the service agreement upon termination of employment
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The salary payable under Mr Lomelin's service agreement 15 MXN$977,000 per month In addition, he recewved
other paymants for holidays, company-paid savings contributions and other benefits n 2009, his total salary
payments were MXN$16,417,772 (US51,215,776) (2008 MXN$15,099,982, US$1,343,890)

BENEFITS-IN-KIND

Under his service agreement, Mr Lormelin I1s entitled to 26 working days' paid holiday per year He is not entitled
to profit-sharing as otherwise set out In the Company's polictes from time te tme He 15 entitled to Iife insur-
ance, the use of a company car, the payment of medical expenses and medical benefits He 1s also entitled to
membership of the defined pension plan in respect of service before 30 June 2007

PENSIONS

The Group operates two pension schermes (1) a defined benefit scherne which was closed to new members on
1 July 2007 1n respect of easting members, and (i} a defined contnbution scheme (which was introduced on 1
July 2007}

Membership of the latter scherme s voluntary, contnbutions of between 5% and 8% are made to this plan by its
members and contributions are matched by the Company

NON-EXECUTIVE DIRECTORS’ LETTERS OF APPOINTMENT

Each of the Non-executive Directors has signed a letter of appointment with the Company The Non-executive
Directors signed therr letters of appointrment on 15 Apnil 2008, with the exception of Guy Wilson who signed his
letter of appointment oni 1 July 2008 and Fernando Solana who signed his letter of appontrnent on 19 Febru-
ary 2009

The Non-executive Directors have each been appointed for an initial period of three years and their appoint-
ments are renewed on a threa-yearly basis, subject to re-election, when appropnate, by the Company in gen-
eral meeting Unless otherwise determined neither the Board nor the Director concerned may give less than
three months' notice of termunaticn of the appointment

The Non-executive Directors’ fees have been set at a level to reflect the ime commitment and level of involve-
ment that they are required to make in the activities of the Board and 1ts committees

There are no specal provisions that have been agreed with the Non-executive Directors or the Executive Director
with regard to compensation for loss of office

The key terms of the Non-executive Directors’ letters of appointment are as follows

DIRECTOR DATE OF APPOINTMENT  NOTICE PERIOD DURATION OF TERM FEES PA
Alberto Bailléres 15 April 2008 3 months 3 years £30,000
Lord Caims 15 April 2008 3 months 3 years £90,000
Juan Bordes 1S Apni 2008 3 months 3years £30,000
Javier Ferndndez 15 Apni 2008 3 months 3 years £.30,000
ArturoFerndndez 15 Apri 2008 3 months 3 years £30,000
Rafael MacGregor 15 Apnl 2008 3 months 3 years £30,000
Fernando Ruiz 15 Apnl 2008 3 months 3 years £30,000
Guy Wilson 1 July 2008 3 months 3 years £90,000
Fernando Solana 19 February 2009 3 months 3 years £30,000

All of the Directors retired In accordance with the provisians of the articles of assocation of the Company at
the annual general meeting of the Company on 27 May 2009 Their appointments were subject to their being
elected at the first annual general meeting following their appointment That condition having now been ful-
filled, their appointments are for a peniod of three years from the dare of appomntment

EXTERNAL APPOINTMENTS

it 1s the Board's policy to allow the Executive Directors to accept directorships of other quoted companies pro-
vided that they have obtained the consent of the Chairman of the Company Any such directorships must be
formally notified to the Board

PERFORMANCE REVIEW

As required by the Regulations, the following graph sets out the performance of the Company's share price
since its Listing compared to the FTSE 100 Index and the FTSE 250 Indices These are deermed to be the most
appropnate indices for comparative purposes




FRESNILLO VS FTSE 100 AND FTSE 250 SINCE IPO

Fresntlio FTSE 100 O FTSEZS0
180
150 ’
140 T TR
120 ’
100 ~a. .- o AR — N
80 Ao . W
e e . A
60 = Mmﬁ\
40 - 7
20 - -
4]
3 3 8 2 8 E 3 3 g e
= 5 o = Y 5 o™ o c
§ 3 & g § 2 H 2 8 &

PART Il - AUDITED INFORNMATION

DIRECTORS’ REMUNERATION FOR THE PERIOD 1 JARUARY 2009 TO 31 DECEMBER 2009

SALARY, ANNUAL BONUS AND OTHER BENEFITS

SALARY/ BEMNEFITS-IN- ANNUAL TOTAL TOTAL
US$'000 FEES PENSION KIND BONUS 2009 2008
Chairman
Alberto Bailléres 47 0 0 0 47 37
Executive Directors
Jaime Lomelin 1,215 0 55 434 1,704 1,731
Non-executive Directors
Lord Cairns 141 0 0 0 141 111
Juan Bordes 47 o] 0 [+ 47 37
Javier Fernandez 47 0 0 [} 47 37
Arturo Fermnandez 47 0 0 o a7 37
Rafael MacGregor 47 0 0 0 47 37
Hector Rangel (See note) 4 0 0 0 4 37
Fernando Ruz 47 0 o] 1] 47 37
Fernando Solana 41 0 0 0 41 [s]
Guy Wilson 141 0 0 0 141 13
Total 1,824 0 55 434 2,313 2,174

Note Hector Rangel resigned as a Director on 30 lenuary 2002

PENSION ENTITLEMENT
The pension entittiement of the Chief Executive Officer, being the only Executive Director was as follows

INCREASED, BEFORE
INFLATION, IN ACCRUED

TRANSFER VALUE OF

INCREASE IN ACCRUED INCREASE BEFORE

ACCUMULATED  BENEFITS DURING THE BENEFITS DURING THE INFLATION, LESS
US$'000 ACCRUED BENEFITS YEAR YEAR DIRECTORS CONTRIBUTIONS
At31Dec At31Dec
2009 2008 2009 2008 2009 2008 2009 2008
Jame Lomelin 7,206 7,377 (188) 49 (18gy  (501) 0 39

Note At 31 December 2008 and 2009, the accrued value of Mr Lomelin's pension fund equated to the transfer value

DIRECTORS INTERESTS IN ORDINARY SHARES
The interests of Directors are set out i the Directors’ Report on page 84

ANNUAL GENERAL MEETING
Shareholders wili be asked to vote, on an advisary basis, on this Directors’ Remuneration Report at the Com-
pany's forthcoming Annual General Meeting

This Report has been approved by the Board of Directors of Fresnillo plc
Signed on behalf of the Board

Lord Cairms
CHAIRMAN OF THE REMUNERATION COMMITTEE
1 March 2010

A
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DIRECTORS’ REPORT

INTRODUCTION
The Directors have the pleasure in presenting ther Annual Report and the audited Finanaal Staterments for the
year ending 31 Decemnber 2009

PRINCIPAL ACTIVITIES

The Fresnillo Group 1s a leading precious metals group with sigrificant expenence and expertise in all aspects of
muning, from exploration through to mine construction and operation It 1s the world's largest pnmary silver
producer and Mexico's second largest gold producer

RESULTS AND DIVIDENDS
Results for the year are set out In the Consohdated Income Statement on page 50

An intenm dividend of 5 25 US cents per share was paid on 18 September 2008 to sharehokders on the register
on 28 August 2009 The final dividend for the year ended 31 December 2009 will be announced on 29 April 2010
The dividend will be paid in UK pounds sterling unless shareholders elect to be paid in US dollars

BUSINESS REVIEW

A detalled Business Review for the Group as raquired by section 417, Companies Act 2006 can be found in the
sactions of this Annual Report noted below These cormment on the operation and development of the business
and its future prospects along with details of key performance indicators and the description of the princpal
nisks and uncertainties facng the Group

* The Chairman's Letter set out on page 2 and 3

* The Chief Executive's Statement set out on page 4 to 7
s Strategy and Performance set out on pages 9 to 43 including
- Strategy,

- Key Performance Indicators,

- Market Review,

- Dperating Review,

- Finance Review

Responsibility set out on pages 45 to 63 including

- Sustainable Cevelopment, and

- Managing our Risks

This Directors’ Report

»

This Business Review and other sections of this Annual Report contain forward locking statements The extent
to which the Company's shareholders or anyone may rely on these forward looking statements 1s set out Inside
the back cover of this Annual Report

CORPORATE GOVERNANCE

The Company s required to comply with the 2008 Combned Code on Corporate Governance or explain its
reasons for non-comphance A report on corporate governance and compliance with the prowisions of the
Combined Code s set out on pages 72 to 77

REMUNERATION OF DIRECTORS
Detalls of Directors’ remuneration can be found in the Directors’ Remuneration Report on pages 78 to 81

SIGNIFICANT RELATIONSHIPS
The following are considered by the Board to be sigruficant relationships which are likely, directly or ndirectly to
influence the performance of tha business and its value

Relationships with Partners Under an agreement with Newmont USA Limited, the Company holds 56% of
Minera Penrmont § de R L de €V (Minera Penmont) with the aim of exploiting and developing gold produc-
tion The Company's Herradura mine and the Soledad-Dipolos developments are held within Minera Penmont

The Fresnillo Group currently has an interest of 56% in the Juamapto project MAG Silver Corporation (MAG
Sitver) has an interest of 44% n the Juanicipio project under a joint venture agreement ongally entered into
in 2005 in connection with the development of the valdecafias prospect witkun the Juarnicpio concession area




Supply Retationships On 31 December 2007, the Fresnillo Group entered into fong-term arrangements with
the Peficles Group {the Silverstream Contract) in relation to the by-product silver cutput from the Pefioles-
owned polymetallic mine at 5abinas in Zacatecas, Mexico Under the Silverstream Contract, Fresnillo is en-
tited to all of the proceeds (before deduction of any treatment and refiming charges) in respect of Payable
Silver produced from the 2inc and lead concentrates produced by the Peficles Group's Sabinas mine during
its Iife Further mformation concerning the Silverstream Contract can be found In note 15 of the Finanaal
Statements on page 117

At the time of the IPO, the Company entered mto a Transittonal Services Agreement with Servicios industnales
Pefioles, 5 A de CV (SIPSA) for the provision of administrative and other services In return for arm's length fees
for an initial period of 12 months (the SIPSA Agreement) The SIPSA Agreement was extended for a further
penod of sxx months and terrminated on 31 October 2009 Fresnillo and SIPSA entered into a new services agree-
ment which commenced on 1 November 2009 (the NSA)} To ensure that the NSA was entered on arm's length
normal commercal terms, KPMG conducted a benchmarking exerase in relatton to the fee paid 1n respect of
the services under the agreement, deterrmining that such fee was in fact on normal commercaal terms On 21
Decernber 2009, pursuant to an internal corparate restructura within Pefioles, SIPSA’s interest in the NSA was
acquired by Dolorey, S A de CV, a wholly-owned Peficles subsidiary

Further information conceming the NSA can be found in the Finance Review on page 40 and note 6 of the
Financial Statements on page 109

Customer Relationships Dunng the period substantially all of the pnmary products from the Group's mines,
siver- and gold-nch lead and zin¢ concentrates and dore were sold to the Peficles Group's refining and smelting
faclity at Torreon, operated by Met-Mex Pendles, 5 A de CV (Met-Mex) under a senes of supply agreements
(the Met-Mex Arrangements) This arrangement enables the Group to benefit from relatively low transport
costs The terms of the supply agreements with Met-Mex are set on an “arm’s length” basis with revenue being
determined by the amount of metal contained in the ores and the average market prices over a certain period
net of certain deductions

Government Relationships Under Mexican law, mining concessions from the Federal government are required
to explore for and exploit mineral potential The Fresnillo Group holds such concessions In respect of its opera-
tions In return for which 1t pays maintenance fees to the Government and has to meet capital expenditure
commitrments The Fresnillo Group is required by law to operate in accordance with erwvironmental and health
& safety standards

Employee Relattonships Approxmately two thirds of the Group's workforce 1s employed and one third are
contractors Further details can be found in the Sustanable Development Report on page 54 The Group has
contracts with a large number of different service and personnel prowiders Details of the service agreement
with the Chief Executive Officer are found in the Directors' Rermuneration Report on page 79

RELATIONSHIP AGREEMENT

0On 8 May 2008, Pefloles and the Company entered into a relationship agreement to regulate the ongoing refa-
tionship between the Company and Pefioles The principal purpose of the relationship agreement is to ensure
that the Company and its subsidianes are capable of camying on therr business independentdy of the Pefioles
Group, and that transactions and relationships with the Pefioles Group (including any transactions and relation-
ships with any member of the Fresnillo Group) are at arm's length and on normal commeraal terms Under this
relationship agreement, Pefioles has undertaken not to exerase its voting nghts to amend the Memorandum
and Articles of Association In a way which would be inconsistent with the provisions of the agreement It has
also agreed to abstain from voting on any resolution to approve a “related party transaction® (as defined in
paragraph 11 1 5 R of the bisting Rules) involving any member of the Pefioles Group

DIRECTORS

The names and biographies of the current Directors of the Company are set out on pages 66 to 69 Directors
may be appointed by the Cormpany by ordinary resolution or by the Board If appointed by the Board, a Director
holds office until the next annual general meetng All of the Drrectors retired and offered themselves for elec-
tion at the annual general meeting in 2009 Each Director shall retire at the annual general meeting held in the
third year following the year in which he was elected or last re-elected by the Company

Directors' Indemnities and Insurance

The Company has entered nto deeds of indemnity with each Director in respect of proceedings bought by
third parties and pension scheme hiabilities subject to the conditions set out In the Companies Act 2006 The
Company has purchased Directors & Officers Liability insurance All of these arrangements remain in place at
the date of this report
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DIRECTORS’ INTERESTS
The number of Ordinary Shares of the Company in which the Directors were beneficially interested at 1 January
2009* and at 31 December 2002 were

1 January 2009° 31 December 2009
Alberto Ballléres See below °" See below **
Lord Carns 15,000 15,000
Fernando Ruiz - 30,000
Javter Fernandez - -
Guy Wilson 15,000 15,0600
Juan Bordes 15,000 15,000

Arturo Fernandez - -
Rafael MacGregor - -
Fernando Solana - -
Jaime Lomelin - -

* Or date of appointrment if Jater
" " Alberto Bailléres holds an indirect interest in the Cornpary Mr Bailléres and corrtparees controlled by Mr Battiéres hold i aggregate 61 3
per cent of the ssued share capital {and votng nghts) of Pefloles Perioles holds 552,595,191 ordinary shares {77 1%} mn the Company

No Director had any dealings in the shares of the Company between 31 December 2009 and 1 March 2010, being
a date less than one month prior to the date of convenng the Annual General Meeting

MAJOR INTERESTS IN SHARES

As at 1 March 2010, the Company had been adwsed, in accordance with the Disclosure and Transparency Rules
of the Financal Services Authonty, of the following notifiable interests (whether directly or indirectly held) in its
voting rnghts

NOTIFICATION RECEIVED FROM NUMBER OF VOTING RIGHTS %

Peficles 552,595,191 7705
BlackRoxk, thc 48,792,000 & 80
BlackRock Global Funds 28,500,000 397

CHANGE OF CONTROL
The Company does not have any agreements with any Non-executive Director, Executive Director or employee
that would provide compensation for loss of office or employment resulting from a takeover

ARTICLES OF ASS0CIATION
Any amendments to the Artides of Association of the Cornpany may be made by Specal Resolution of the
shareholders

SIGNIFICANT AGREEMENTS - CHANGE OF CONTROL

The Penmont {Herradura) and MAG Silver {Juaniapio) agreements each contain provisions ensurning that the
respective interests of the shareholders 1n these respective companies may be transferred in accordance with
their respective bye-laws subject to preferential nghts of existing shareholders

The NSA contains a discretionary provision for Dolorey, S A de CV to terminate the agreement should they so
wish If there was a change of control of Fresnillo plc

There are no formal “change of control® provisions within the Silverstream Contract or Met-Mex Arrangements
g

The Group's mining concessions are held by vanous of its Mexican subsidiary compantas As long as the com-
panies holding the mining concessions remamn Mexican resident companies, there are no provisions within the
concession agreements which would be triggered by a change of control of the Company

SHARE CAPITAL

Details of the Cormpany’s share capital are set out in note 20 to the Finanoal Statements on pages 119 to 121
The Company has two dasses of share capital 1,000,000,000 ordinary shares of U550 50 {Ordinary Shares} and
50,000 deferred shares of £1 00 each (Sterling Deferred Shares} The Ordinary Shares are listed on the London
stock Exchange and the Mexican Stock Exchange The nights and obligations attaching to these shares are gov-
emed by UK law and the Company’s Artides of Assoaation




Ordinary shareholders are entitled to receive notice and to attend and speak at any general meeting of the
Company On a show of hands every shareholder present In person or by proxy {or baing a corporation pres-
ent by a duly authonsed representative) shall have one vote, and on a poll every shareholder who is present in
person or by proxy shall have one vote for every share of which he 15 the holder The Notice of AGM specifies
deadiines for exercising voting nghts and appointing a proxy or proxies There are no restrictions on the transfer
of the Ordinary Shares other than as set out In the Articles of Assoaation and

* cartan restrictions may from time to time be imposed by laws and regulations {for exarnple, insider trading
laws), and

* pursuant to the Listing Rules of the Financial Services Authority whereby certain Directors, officers and em-
ployees of the Company require the approval of the Company to deal in the Ordinary Shares

Na shareholder holds secunties carrying specal nghts as to the control of the Company There are no imitations
on the holding of securities There are no restnctions on voting nghts or any arrangements by which, with the
Company's co~operation, financial nghts camed by secunties are held by a person other than the holder of the
securities There are no agreements between holders of securities that are known to the Company which may
result In restrictions on the transfer or on voting nghts

The Sterling Deferred Shares only entitle the shareholder to payment of the amount paid up after repayment
to Ordinary Shareholders, on winding up or on a return of capital The Sterling Deferred Shares do not entitle
the hotder to payment of any dividend, or to receive notice or to attend and speak at any general meeting of
the Company The Company may also at its option redeem the Sterling Deferred Shares ata price of £1 00 or, as
custodian, purchase or cancel the Sterling Deferred Shares or require the holder to transfer the Sterling Deferred
Shares Except at the option of the Company, the Sterling Deferred Sharas are not transferrable

AUTHORITY TO PURCHASE OWN SHARES CHANGE

The Company was authonsed by a shareholders resolution passed at the annual general meeting hetd in May
2009 to purchase up to 10% of its 1ssued Ordinary Share capital Any shares which have been bought back may
be held as treasury shares or, if not so held, must be cancelled immediately upen completon of the purchase,
thereby reducing the amount of the Company’s 1ssued and authonsed share capital This authonty will expire
at the forthcoming Annual General Meeting and a resolution to renew the authonty for a further year will be
proposed No shares were purchased by the Company dunng the year

EMPLOYEES
Inforrmation relating to employees I1s given In note 8 to the Finanaal Statements on page 110 and in the Sus-
tainable Development Report on page 54

CREDITOR PAYMENT POLICY

At 31 December 2009 the Company had no trade creditors (2008 rul} It Is the Company's policy to agree terms
of trading, including payments terms, with all supplers Prowided suppliers perform in accordance with the
agreed terms, payment will be made in accordance with the terms

MARKET VALUE OF LAND AND BVILDINGS

Land 1s carned in the balance sheet at deemed cost resulting from a revaluation, which was undertaken as at
1 January 2005 as part of the Group's transition to reporting under IFRS Land and buildings acguired since 1
January 2005 are recorded at cost It 1s not practical to estimate the market value of land and buildings at each
balance sheet date

POLITICAL AND CHARITABLE DONATIONS

No donabons were made to political orgamsations dunng the year (induding in Mexico) The Group rmade chan-
table donations of US40 6 million duning the year Further information conceming the community initiatives within
the Fresnilo Group are set out In the Sustainability Report set out on pages 46 to 59

FINANCIAL RISK MANAGEMENT

The Company's objectives and polaes on financal nsk induding information on the Company's exposures to
foreign currency, credit, commodity pnces, liquidity and interest rate nsks can be found in the note 32 w0 the
Financial Statements

DIRECTORS RESPONSIBILITIES
Information about the Directors’ responsibilities in respect of the preparation of Financal Statements Is pro-
vided on page 87
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GOING CONCERN

After making enquines, the Directors have a reasonable expectation that the Company has adequate resources
to continue in operational existence for the foreseeable future In making this assessment they have considered
the Company and Group budget, the cashflow forecasts and reviewed the availability of banking facilities to the
Group For this reason they continue to adopt the going concern basis in prepanng the Financal Statements

AUDIT INFORMATION
Each of the Directors at the date of the approval of this report confirms that

*  sofaras he s aware, there 5 no relevant audit information of which the Company's auditors are unaware, and
+ he has taken all the reasonable steps that he ought to have taken as a Director to make imself aware of
any relevant audit information and to establish that the Company's auditors are aware of the information

The confirmation s given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006

AUDITORS
The auditors, Ernst & Young LLP have indicated their willingness to continue in office and a resolution seeking
to reappoint them will be proposed at the forthcoming Annual Generat Meeting

ANNUAL GENERAL MEETING

The Company's Annual General Meeting will be held at Linklaters, One Silk Street, London, EC2Y 8HQ on 28 May
2010 at 12 noon Details of the meeting venue and the rasolutions to be proposed are set out In a separate
Notice of Meeting which accompanies the Annual Report

For and on behalf of the Board
Pnsm Cosec Limited
COMPANY SECRETARY

1 March 2010




STATEMENT OF DIRECTORS’
RESPONSIBILITIES

IN RELATION TO GROUP
AND PARENT COMPANY FINANCIAL STATEMENTS

The Directors are responsible for prepanng the Annual Report and the Group and parent company financal
statements 1N accordance with apphcable United Kingdom law and those International Financial Reporting
Standards (IFRS) adopted by the European Union

The Directors are required to prepare financal statements for each financial year which present a true and fair
view of the financal pesition of the Company and of the Group and the financial performance and cash flows
of the Carnpany and of the Group for that pencd In prepanng those finangial statements, the Directors are
required to

select suitable accounting polices in accordance with I1AS 8 “Accounting Policies, Changes in Accounting Esti-

rmates and Errors” and then apply them consistently,

present information, including accounting policies, In 2 manner that provides relevant, reliable, comparable

and understandable information,

provide additional disclosures when compliance with the speafic requirements in IFRS is insufficent. to enable

users to understand the impact of particular transactions, other events and conditions on the Company and

of the Group's finanaial position and financial performance,

¢ state that the Company and the Group has comphlied with IFRS, subject to any matenal departures disclosed
and explained in the financial statements, and

* prepare the accounts on a going corkern basis unless, having assessed the ability of the Company and the

Group to continue as a going concern, management either intends to liquidate the entity or to cease trading,

or have no realistic alternative but to do so

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the finanaoal position of the Company and of the Group and enable them to ensure that the financal
stataments comply with the Companies Acts 2006 and Article 4 of the IAS Regulation They are also responsible
for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the pre-
vention and detection of fraud and other wregularities

Under applicable UK law and regulations the Directors are responsible for the preparation of a Directors' Report,
Directors’ Remuneration Report and Corporate Governance Report that comply with that law and regulations
In addition the directors are responsible for the maintenance and integnty of the corporate and financial infor-
mation induded on the Company's website Legislation in the UK governing the preparation and dissemination
of finanaal staterments may differ from legislation in other junisdictions

RESPONSIBILITY STATEMENT OF THE DIRECTORS IN RESPECT OF THE ANNUAL REPORT

AND ACCOUNTS

I confirm on behalf of the Board that to the best of my knowledge,

a} the finanaal statements give a true and fair view of the assets, llabilities, finanaal position and profit and
loss of the Company and the undertakings included in the consolidation taken as a whole, and

b) the management report (entitled “Business Review") includes a farr review of the development and perfor-
mance of the business, and the pnnapal nsks and uncertainties that they face

foland on behalf of tl rd
e ————
Jaime Lometin
IgF EXECUTIVE OFFICER

1 March 2010
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF FRESNILLO PLC

We have audited the consolidated finanaal statements of Fresnillo plc for the year ended 31 December 2009 which
compnse the Consobdated Income Statement, the Consolidated Statement of Comprehensive Income, the Consolidated
Balance Sheet, the Consolidated Cash Flow Statement and the Consolidated Statement of Changes in Equity and the
related notes 1 to 32 The financial reporting framework that has been applied In their preparation is applicable law and
International Finanaal Reporting Standards (IFRSs) as adopted by the European Urnion

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Compa-
mies Act 2006 Our audit work has been undertaken so that we might state to the Company's rmembers those matters
we are required to state to therm in an auditor's report and for no other purpose  To the fullest extent permmitted by law,
we do not accept or assurme 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
As explained more fully In the Birectors' Responsibilities Statement set out on page 87, the directors are responsible for
the preparaticn of the group finanaal staternents and for being satisfied that they give a true and farr view

Qur responsibility 1s to audit the group financal staterments in accordance with applicable law and International Standards
on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s {APB's) Ethical
Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts and disdosures in the finanaal statements suffiaent to give
reascnable assurance that the finanoal staterments are free from matenal risstaternent, whether caused by fraud or
error  This indudes an assessment of whether the accounting polices are approprate to the group's arcumstances and
have been consistently applied and adequately disdosed, the reasonableness of significant accounting estmates made by
the Directors, and the overall presentation of the finandal statements

OPINION ON FINANCIAL STATEMENTS

In our opimon the group financal statements

= gve a true and fair view of the state of the group's affairs as at 31 December 2009 and of its profit for the year then ended,
= have been properly prepared in accordance with [FRSs as adopted by the European Union, and

+ have been prepared in accordance with the requirements of the Companies Act 2006 and Arbide 4 of the IAS Regutation

OPINION ON OTHER MATTER PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion

« theinformation givan in the Directors' Report for the finanaal year for which the group finanaal statements are pre-
pared Is consistent with the group financal statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION
we have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you i, in our opmion
e certain disdosures of directors’ remuneration speafied by law are not made, or
* we have not received all the information and explanations we require for our audit

Under the Lisang Rules we are required tO review

s the directors' statement, set out on page 87, in relation to going concerm, and

« the part of the Corporate Governance Statement refaung to the company's compliance with the nine provisions of the
June 2008 Combined Code speafied for our review

OTHER MATTER
We have reported separately on the parent cormpany finanoal statements of Fresnillo plc for the year ended 31 December
2009 and on the information in the Directors’ Rermuneration Report that 1s descrbed as having been audited

%—-Sb

L
Graema Dammt (znlor ;atuﬁory auditor)

for and on behalf of Emst & Young LLP, Statutory Auditor
London
1 March 2010
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Year ended 31December

Notes 2009 2008
{Us$ thousands)
Continuing operations
Revenues 4 849,944 720,483
Cost of sales 5 (321,629) (299,872)
Gross profit 528315 420,611
Adrrunistrative expenses & (49,857} {81.679)
Exploration expenses 7 (49,063} {53,483)
Other ncorme 9 3,873 5,901
Other expanses 9 {4,502) (7,769
Profit from continuing operations before net finance costs and income tax 428,756 283,581
Finance incorne 10 1,664 8,861
Finance costs 10 (1,901) (10,515)
Revaluation effects of Silverstream contract 15 19,401 -
Foreign exchange gain/(loss) 9,493 (14,579)
Profit from contunuing eperations before incorme tax 457,418 267,357
income tax expense 1" (99,151} (114,577}
Profit for the year from continuing operauons 358,267 152,780
Attnbutable to
Equity shareholders of the Company 322,011 127,949
Mmnonty interest 36,256 24,831
358,267 152,780

Earnings per share (US$)
Basic and diluted earnings per ordinary share from conunuing operaaons 12 0449 0186
Adjusted earmings per share. (US$)
Adjusted basic and diuted earrings per ordinary share from continuing operations 12 0430 0136
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CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME

Year ended 31 December
Notes 2009 2008
{USS thousands)
Profit for the year 358,267 152,780
Net loss on cash flow hedges recyded to income statement 34,038 45,602
Tax effect of cash fiow hedges regyded to income statement (9,531} (12,768)
Net unrealised gain/{toss) on cash flow hedges 3,918 {11,659
Tax effect of unrealised gain/loss) on cash flow hedges {1,122} 3,264
Net effect of cash flow hedges Z7,303 24,439
Fair value gairv{loss) on avallable-for-sale finanaal assets 22,880 (25,533)
Tax effect of far value gain/(loss) on avallable-for-sale finanaal assets (6,407) 7,149
Impairment of available-for-sale financial assets taken to income - 4,936
Tax effect of impairment of avalable-for-sale finanaal assets taken to income - {1,382)
Net effect of available-for-sale finanaal assets 16,473 {14,830)
Foreign currency translation 292 {1,276)
Other comprehensive income for the penod, net of tax 44,068 8,333
Total comprehensive income for the penod, net of tax 402,335 161,113
Attnbutable to.
Equity shareholders of the Company 366,079 136,282
Minonty interest 36,256 24,831
402,335 161,113
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‘Year ended 31 December

Notes 2009 2008
(US$ thousands)
ASSETS
Non-current assets
Property, plant and equipment 13 688,718 497,844
Avallable-for-sale finanaal assets 14 68,435 45,530
Silverstream contract 15 256,053 286,968
Deferred tax asset 1 9,363 3,161
Other assets 504 185
1,023,079 833,688
Current assets
Inventones 16 33,783 38,639
Trade and other receivables 17 108,242 81,495
Denvative finanaal instruments 3 1,373 2,409
Prepayments i8 1,912 1,894
Silverstream contract 15 42,600 31,300
Income tax refunds due 20,167 -
Cash and cash equivalents 19 312,192 211,985
520,269 367,722
Total assets 1.543.348 1,201,410
EQUITY AND LIABILITIES
Capital and reserves attnbutable to shareholders of the Company
Share capital 20 358,680 358,680
Share premium 20 818,597 818,597
Capital reserve 20 (526,910) (526,910)
Net unrealised gains/(Josses) on cash flow hedges 20 895 (26,408)
Net unrealised gains/(losses) on avalable-for-sale finanaal assets 20 12,266 {4,207
Foreign currency translation reserve 20 {1,095} {1,387)
Retaned earmings B 20 513,691 ) 285,195
1,176,124 803,560
Minority interest _ 126,979 89,832
Total equity 1,303,103 993,392
Non-current habilities
Prowvision for rmine closure cost 22 35,513 18,951
Prowiston far pensions and other post-employment benefit pians 23 581 3,499
Other llabihties 4,811 4,552
Deferred tax labiity _ 1 119,944 91,395
166,079 118,397
Current habilites
Trade and ather payables 24 48,286 42,665
Denvagve finangal instruments 3 95 14,063
Incorme tax - 15,259
Employee profit shanng 25,785 17,629
i - T 74,166 89,621
Total liabilities 240,245 208,018
Total equity and habihiies 1,543,348 1,201,410

These finanoal staternents were approved by the board of directors on 1 March 2010 and signed on its behalf by

Jaime Lomehn -—
Chief Exacutiva Offica

1 March 2010
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 December

Notes 2009 2008
(US$ thousands)

Net cash from operating activities 30 390,712 414,666
Cash flows from investing activibies
Purchase of property, plant and equipment (250,447) (185,024)
Purchase of available-for-sale finanaal assets (25) (39,752}
Proceeds from the sale of property, plant and equipment and other assets 1,044 16,057
Loans granted to related partes - (321,538}
Proceeds from repayment of loans granted o related parties - 353,980
Sitverstreamn contract 3 39,010 31,732
Interest receved 1,665 8,861
Other proceeds 3,526 5,030
Net cash used 1n investing activities {205,227) (130,6549)
Cash flows from financing actvities
Loans granted by related parties - 782,652
Repayment of loans granted by related parties - {1,238,102)
Capital contnbution 891 2,118
Dindends paid 93,623) (42,203}
Shares issued and paid pursuant to the Global Offer - 901,081
Transaction costs assocated with issue of shares - (46,597}
Distnbution to equity shareholders of the Group - (406,718}
Interest paid B (105) (9,319)
Net cash used in finanang activines (92,837) (57,088)
Net increase in cash and cash equivalents during the year 92,648 226,924
Effect of exchange rate on cash and cash equivalents 7,539 (19,741)
Cash and cash equivalents at 1 January _ 19 211,985 4,802
Cash and cash equivalents at 31 December 19 312,192 211,985
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OF CHANGES IN EQUITY

Attnbutable to equity holders of the Company

STATEMENT

Unrealised
Net unrealised gains/
gainss (losses) on
{losses) on available Foreign
revaluanon of for sale currency
Share Share Camtal cash flow finandal translation  Retained Minonty Total
Notes capital  premum reserve hedges assets reserve eamings Total nterest equity
{Us$ thousands)
Balance at 1 January 2008 634,270 - (526,910} {50 847} 10623 {111} 293133 360,158 62,883 423,041
Profit for the year - - - - - - 127,949 127 949 24 831 152,780
Other cornprehensive ncome/(loss}
net of tax - - - 24 439 {14 830) (1 2786} - 8,333 - 8,333
Total comprehensive incaome/Qoss}
for the year - - - 24,439 (14,830} {1 276) 121,949 136 282 24,831 161,113
Capzal contribution - - - - - - - - 2,118 2,118
Issue of share capital 100 - - - - - (100} - - -
Capital reduction 20 (317,135} - - - - - 317,135 - - -
Distnibution to equity shareholders
of the Company - - - - - - 410,719}  (410719) - (410719}
Omdends paid 21 - - - - - - (42 203) (42 203} - (42,203)
Shares issuad as part of Glebal Offer,
net of transaction costs 20 41445 818,597 - - - - - 860 042 - 860,042
Balance at 31 December 2003 358,680 8-;3.597 (526,910) (26,408} {4 207) (1,387) 285,195 903,560 89,832 993,392
Balance at 1 January 2002 358,680 818597 {526,910) (26,408} {4 207} {1,387} 285,195 903 560 89,832 993,392
Profit for the year - - - - - - 322,011 322,011 36,256 358,267
Other compreherisive income,
net of tax - - - 27,303 16 473 292 - 44 068 - 44 063
Total comprehensive incorme
for the year - - - 27,303 16,473 292 3220M 366,079 36,256 402,335
Capital contnbution - - - - - - - - 891 891
Dwvidends paid 21 - - - - - - (83,515} (93 515) - {93,515)
Balance at 31becember 2009 358,680 518,597 (526,910) 895 12,266 {1,095} 513691 1,176,124 126,979 1,303,103
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1 CORPORATE INFORMATION

Fresrdlo plc (“the Company®) 15 a public lirmited company and registered in England and Wales and 1s the holding company for the Fresnilo subsidianes
detailed below {"the Group®)

On 14 May 2008 the Company's shares were admitted to the Offiual bist of the United Kingdom Lisang Authonty ("UKLA'} and to trading on the main
market of the London Stock Exchange {this process being referred to as “the Global Offer” or the *Initial Public Offenng”, (fIPO))

Pefioles S A B de CV{"Pefcles™ currently owns 77 percent of the shares of the Company and the ultimate controlling party of the Company s the Bail-
léres family, whase benehcial Interest 1s held through Pefloles Copies of Pefioles’ accounts can be obtained from wwaw penoles com mx

In preparation for the Global Offer, Pefioles conducted a reorgarusation, which cormpleted on 18 Apnl 2008, whereby the compantes comprising the pre-
aous metals mining business of Pefioles were reorganised under the Company (the "Pre-IPQ Reorganisation”)

The consolidated finanaal statements of the Group for the year ended 31 December 2009, were authonsed for 1ssue by the Board of Directors of Fresnillo
plc on 1 March 2010

The Group's pninapal business 1s the rrining and benefication of non-ferrous minerals, and the sale of related production The prirmary contents of this
production are siver, gold, lead and 2inc The Group has three fully developed operating mines Fresnillo, Herradura and Cenega, and has completed the

developrment of a fourth, Soledad-Dipotes dunng 2009

The pnncipal actmties of the entres included in the consobdated financal statements are as follows

COUNTRY OF EQUITY

COMPANY PRINCIPAL ACTIVITY INCORPORATION INTEREST

%

Year ended 31 December

2009 20038

Minera Fresnillo, S A de CV Production of lead/silver and aing concentrates Mexico 100 100

Minera Penmont, S de RL de CV Production of doré bars (gokd/sibver) Mexco 56 56
Minera Mexicana La Qénega, S A de CV Produchon of lead and zinc corkentrates

and siver precpitates Mexico 100 100

Minera Saucito, S A de CV Mining project Mexo 100 100

Minera Juaniapio, 5 A de CV Mining project Mexice 56 56

Comercializadora de Metales Fresnillo, S A de CV  Holds rights over siver production from

Pefioles’ polymetallic Sabinas mine Mexico 100 100

Exploracones Mineras Parrefia, S A de CV Explorabon serices Mexco 100 100

Minera El Bermepal, S deRL. deCV Mining equiprment leasing Mexico 56 56

Compafia Minera Las Torres, S A de (V Closed rmines( } Maxco 100 100

Servicios Admunistrativos Fresnillo, 5 A de CV Admiristrative services Mexco 100 100

Fresnilfo Management Services Ltd Administrative senvices Landon 100 100

Fresbal nvestrnents Ltd Holding company for mining investrments Canada 100 100

Fresrullo Peru, S A C Exploraton services Peru 100 -

{ } Certarn of the rrenes of Compafa Minera las Torres S.A de C V are currently operated on o small scale by a third party under a leasing Ggreement.

2 SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation and statement of comphance

The Group's finanaal staterments have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the Eu-
ropean Union as they apply to the financial statements of the Group for the years ended 31 December 2009 and 2008, and in accordance with the
provisions of the Companies Act 2006 The Consolidated financal statements are also consistent with International Financial Reporting Standards as
issued by the International Accounting Standards Board

The Company became the holding company for the Group pursuant to the Pre-IPO Reorgarisagion completed 18 Apnl 2008, as detaled in Note 1

As this was a reprganisation of businesses under cormmon control, the pooling of Interests method of accounting has been applied in the presenta-
tion of the consalidated financal statements for the year ended 31 Decernber 2008 which presents the results of the Group's businesses as If the
Company had always been the holding company

The consolidated financia! statements have been prepared on a histoncal cost basis, except. for denvative financial Instruments, avallable-for-sale
finanaal instrurments and defined benefit pension scheme assets which have been measured at faw value
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The consclidated financal statements are presanted in US dollars {US$) and all values are rounded to the nearest thousand {5000) except when
otherwise indicated

Changes 1n accounting policies and presentation rules

The accounting policies applied are consistent with those applied in the preparation of the consolidated finanaal statements for the year ended 31
December 2008 except for the adoption of certain new standards, amendments and interpretatons ta exsting standards Those that are applicable
to the Group are as follows

* IFRS 7 ‘Financalinstruments Disclosures’, 1s apphicable for annual penods beginning on or after 1 January 2009 The amended standard requires
additional disdosure about far value measurement and hquidity nsk fair value measurements are to be disclosed by source of inputs using a
three level hierarchy for each class of financial instrument In addition, a reconciiation between the beginning and ending balance for Level 3
farr value measurerments 1s now required, as well as sigmificant transfers between Level 1, Level 2 and Level 3 farr value measurements The
amendments also danfy the requirements for lquidity nsk disclosures with respect to derivative transactions and assets used for hquidity man-
agement The fair value reasurement disdosures are presented in note 31 and the iqudity nsk disdosures are presented in note 32

s JFRS 8 'Operabng Segrnents', 1s apphcable for annual penods beginming on or after 1 January 2009 This standard ntreduces the *management
approach” to segrment reporting IFRS B, requires the disclosure of segment informaticn based on the internal reports reguiarty reviewed by the
Group's Chief Cperating Decision Maker, as defined i1 IFRS 8, in order to assess each segrment s performance and to allocate resources to them
The adoption of this standard has given nse to additional disclosures set out in note 3, including the related comparative informations

®  IAS 1 (Rewised) 'Presentation of Financaal Statements', 1s effective for financial years beginning on or after 1 January 2009 The standard separates
owner and non-owner changes in equity The statement of changes in equity now includes only details of transactions with owners, with non-
owner changes In equity presented as a sngle ine In additicn, the standard introduces the statement of comprehensive income 1t presents
all iterns of recogrised income and expense, either 1IN cne single statement, or In two linked statements The Group has elected to present two
linked statements

s A5 23 Amendment, 'Borrowing Costs (rewsed i March 2007F, 1s apphicable for annual perods beginring on or after 1 January 2009 1AS 23
(Rewvised) has removed the option of mmediately recognising as an expense borowing costs that relate to assets that take a substanbal penod
of ume to get ready for use or sale An entity is, therefore, required to capitalise barrowing costs as part of the cost of such assets The revised
standard apples to borrowing costs relating to qualifyng assets for which the commencerent date for capitalisation 15 on or after 1 January
2009 This amendment has not impacted the Group, as the Group's current policy 1s to capitalise borrowing casts on qualifying assets

An amendment te IFRS 3 (Revised) has been published and 1s mandatory for the Group's accounting penod beqinning 1 January 2010, as follows

* IFRS 3 [Revised) 'Business Combinations’ and 1AS 27 (Rewsed) 'Consolidated and Separate Financial Statements”, 1ssued 0 January 2008 IFRS 3R
introduces a number of changes i the accounting for business combinations occurng after this date that will Impact the amount of goodwill
recogrised, the reported results in the penod that an acquisibon ocours, and future reported results IAS 27R requires that a change in the owner-
ship interest of a subsidiary (without loss of controd) 1s accounted for as an equity transaction Therefore, such transactions will no longer gove nse
to goodwill, nor wll it give nse to gain or foss Furthermiore, the amended standard changes the accounting for losses incurred by partially-owned
subsidianes as well as the loss of control of a subsidiary Other consequential amendments were rmade to 1AS 7 ‘Staterment of Cash Flows', IAS 12
‘Income Taxes', IAS 21 The Effects of Changes in Foreign Exchange Rates’, 1AS 2B ‘Investment in Associates’ and |AS 31 'Interests in Joint Ventures'
The changes introduced by IFRS 3R and IAS 27R will affect future acquisiions or loss of control and transactions with Minonty Interests

Improvements to IFRS

In May 2008 and Apnl 2009 the |ASB issued ommnibus of amendments to its standards, pnmanly with a view to removing inconsistencaes and danfy-
ing wording There are separate transibonal provisions for each standard Al apphcable and effective amendments were adopted, the majponty of
which did not have any impact on the accounting policies, financial position or performance of the Group The adoption of the following amend-
ments resulted in changes to accounting policies but did not have any iImpact on the finanaal position or performance of the Group

1AS 16 ‘Property, plant and equipment’ Replaces the term "net selling pnce” with “far value less costs to sell’

IAS 15 ‘Emnplayee berefits' Amendments have been made to curtallments and negative past service costs, plan administraton costs, addibonal
guidance has been given on contingent hiabilimes and the replacernent of the term “fall due® with * that are due to be settled”

1AS 23 ‘Borrowing costs’ The definition of borrowing costs 1s revised to consolidate the two types of iterns that are considered components of
“borrowing costs™ Into one - the interest expense cakulated using the effective interest rate methoed calaulated in accordance with 1AS 39

Amendments to the following existing standards have been published and are mandatory for the Group's accounting penod beginning 1 Janu-
ary 2010 although they are not expected to have any irmpact en the finanaal posinon or performance of the Group Those that are applicable
to the Group are

IAS 17 'Leases’

1A5 36 ‘Impawment of assets’

I1AS 39 ‘Financal instruments  Recogmtron and Measurement'
iFRS 8 'Gperating Segments’




(¢} Significant accounting Judgements, estumates and assumptions

Many of the amounts included in the cansolidated financal statements involve the use of judgernent and/or esumation These judgements and
estimates are based on rmanagement’s best knowledge of the relevant facts and arcumstances, with regard to pnor expenerxe, but actual results
may differ from the amounts included in the consolidated finanaal statements, Information about such judgements and estimates s contained in
the accounting policies and/or the notes to the consolidated financal staternents.

Judgements

Areas of judgement, apart from those involving estimations, that have the most significant effect on the amounts recogrised in the consolidated
finanaal Infermatien are

e Determination of functional currencies - note 2(e)
The determination of functhional currency requires management judgrent, particularly where there may be several currernaes in which transac-
tions are undertaken and which impact the economic emaroniment in which the entity operates

Estimates and assumptions
Significant areas of estmation uncertainty considered by management in prepanng the consolidated financial Information include

*  Determination of useful lives of assets for deprecation and amortisauon purposes - nete 2(f) and note 13
Estimates are required to be made by management as to the useful (ives of assets For depreciabion calculated under the unit-of-production
method, estmated recoverable reserves are used in deterrmining the depreaation and/or amortisation of mine specific assets This results na
depreaationfamortisation charge proportional to the depletion of the anticipated remaining bfe of mine production  Each itern's Iife, which s
assessed annually, has regard to both its physical ife lmitations and to present assessments of econormically recoverable resarves of the mine
property at which the asset 1s located These calculations require the use of estimates and assumptions, induding the amount of recoverable
reserves Changes are accounted for prospectvely

«  Determination of ore reserves - note 2(g)

Ore reserves are estirmates of the amount of ore that can be economically and legally extracted from the Group's miming praperties. The Group
estimates Its ore reserves and mineral resources based on information comgiled by appropnately quatified persans relating to the geclogical
data on the size, depth and shape of the cre body, and requires compiex geclogical judgements to interpret the data The esbmation of recav-
erable reserves Is based upon factors such as estmates of foreign exchange rates, commaodity prices, future capital requirements, and produc-
tion costs along with geological assumptions and judgements made In estimating the size and grade of the ore body Changes in the reserve
estimates may impact upon the arryng value of mine properties, property, plant & equipment, the provision for rehabiitation, recognition of
deferred tax assets, and depreaation and amortisation charges

*  Imparment of assets - note 2(h)

The Group assesses each cash generating unit annually to determine whether any indication of impairment exsts Where an indiator of
Irmpatrment exists, a formal estimate of the recoverable amount 1s made, which 15 considered to be the higher of the fair value less costs to
sell and value In use These assessrments require the use of esumates and assurnptions such as long-term commodity prices, discount rates,
future capital requirernents, exploration potential and operating performance Farr value 1s deterrmined as the amount that would be obtained
from the sale of the asset in an arm's length transaction between knowledgeable and willing parties Fair value for mineral assets 15 generally
determined as the present value of estimated future cash flows ansing from the continued use of the asset, which indudes estmates such
as eventual disposal and using assumpuions that an independent market partcipant may take nto account. Cash flows are discounted by an
appropnate discount rate to determine the net present vatue Management has assessed 1ts cash generating units as baing an indwidual mine
site, which 1s the lowest level for which cash flows are largely independent of other assets

s« impaument of avalable-for-sale assets - notes 2() and 14
The Group dassfies certain financial assets as available-for-sale and recogruses maovermnents in their fair value in equity When the fair value
declines, management assesses the dedine in value to detenmine whether it 1s an impaimment that should be recogrused in profit or loss, At 31
Decermnber 2009 no impairment losses have been recogrused relating to the avatlable for-sale assets (2008 US$4 9 mullion}

»  Esumation of the amount and twrung of mine dosure costs - notes 2(m) and 22

The Group assesses its mine rehabilitation provision annually Sigrificant estimates and assumptions are made in deterrmuning the provision for
mine rehabilitation as there are numerous factors that wall affect the ulimate hiability payable Thaese factors indude estrnates of the extent
and costs of rehabilitation activities, technological changes., requlatory changes, cost increases, mine life, recoverable reserves and changes in
discount rates Those uncertainties may result i future actual expenditure diffening from the amounts currently provided The provision at the
balarce sheet date represents management’s best estrmate of the present value of the future rehabilitation costs required Changes to esu-
mated future costs are recogrused in the balance sheet by adusting the rehabibitation asset and habiity 1f, for mature mines, the revised mine
assets net of rehabilitanon provisions exceeds the camying value, that portion of the increase 1s charged directly to expense For closed sites,
changes to estmated costs are recognised imrmediately in the income statement

s Pension and past-employment benefit valuation assumpuions - notes 2{o) and 23
For defined benefit schermes, management 15 required to make assumptions regarding the future returns on plan assets, future remuneration
structures, employee turmover, inflation rates and exchange rates. Changes to these assumpbens may change the accounting treatment and
the amounts charged to the income statement
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

*  Income tax — notes 2{v} and 11
Judgement 1s required 1n determining whether deferred tax assets are recogrused on the balance sheet Deferred tax assets, including those
ansing from un-unksed tax losses reguire management to assess the likelihood that the Group wall generate taxable earnings in future penods,
in order to utthse recognised deferred tax assets, Estinates of future taxable iIncome are based on forecast cash flows from operations and the
application of existing tax laws in each Junsdiction To the extent that future cash flows and taxable income differ significantly from estimates,
the ability of the Group to realise the net deferred tax assets recorded at the balance sheet date could be impacted

*  Siverstream

The valuation of the Silverstream contract as a denvative finanaal instrument requires sigmificant esumation by management The denvative
has a term of over 20 years and the value of this dervative 1s deterrruned using a number of estimates, induding the reserves and resources
and future production profile of the Sabinas mine, the estimated recovenes of siver from ore rruned, esumates of the future pnce of siver and
the discount rate used to discount future cash flows The far value of this contract 1s $298 6 million as at 31 December 2009 (2008 US$318 3
mullion) and changes in these assumptions may change this value For further detad of this arrangement, see note 15 For further detail on the
inputs that have a sigrificant effect on the farr value of this dervative, see note 31 The impact of changes in silver price assumptions inflation
and the discount rate 1s induded in note 32

*  Valuation of denvative financial instruments - notes 2(x) and 31
Denvative finanaal instruments are inmally recogrised at fair value on the date on which a denvative contract s entered inte and are subsequently
remeasured at fair value Denvatives are valued using vahiabon approaches and methodologes applicable to the speafic type of denvatve iInstrument.

+  Congngent habilities regarding dairms from tax authonties - note 27(b)
By their nature, contingencies will only be resolved when one or more future events oceur or fail to occur The assessment of contingencies
inherently involves the exerase of significant jJudgrment and estumates of the outcome of future events,

Basis of consolidation

The consaldated financal statemnents set out the Group's financial position as at 31 December 2009 and 2008, and operations and cash flows for
the years then ended

Entities that constitute the Group are those enterpnses controlled by the Group regardless of the amount of shares owned by the Group Control
exists when the Group has the power, directly or indirectly, to govern the financial and operaung policies of an entity 5o as o obtain benefits from
Its actvities Entities are consolidated from the date on which control 1s transferred to the Group and cease to be consolidated from the date on
which control 1s transferred out of the Group The purchase method of accounting 1s used to account for the acquisition of subsidianes by the Group

The consolidated finanaal information of the entbes that consutute the Group has been prepared for the years ended 31 December 2009 and 2008
using consistent accounang polices All Intra-group balances, transacoons, mcorme and expenses and profiss and losses, induding unrealised profits
arising fram intra-group transactions, have been eliminated on consolidation Unrealised losses are eliminated in the same way as unrealised gains
except that thay are only eliminated to the extent that there 1s no evidence of iImpairment

Minonty interests represent the portion of profit and loss and net assets not held by the Group and are presented in the income staterment and
within equity In the consolidated balance sheet, separately from amounts attrnibutable to the equity shareholders of the Group These interests
prnimanly represent the interests in Minera Penmont, S de R L de CV, Minera El Bermejal, S de R L. de CV and Minera Juanicpo, S A de CV not held
by the Group In the event of a purchase of Minonity shareholders' nterest when the Group holds the majnty of shares of a subsichary, any excess
over the Group's share of net assets is recorded in retained earmings in equity

Foreign currency translation

The Group's consoldated financial statements are presented in US dollars, which 15 the parent company's functional currency The functional currency
for each entity in the Group Is deterrmined by the currency of the pnmary economic envizonment in which it operates For all operatng entes, this
15 US dollars Dunng 2008 the functional currency of the Cormpany changed to US dollars as a result of changas in the transactions undertaken by
the Company following the (PO

Transactions denorminated in currencies other than the functional currency of the entity are translated at the exchange rate ruling at the date of the
transachon Monetary assets and habiities denoiminated in foreign currenaes are re-translated at the rate of exchange ruling at the balarke sheet
date All differences that anse are recorded in the incorme statement Non-manetary sterms that are measured in terms of histoncal cost in a foreign
currency are translated using the exchange rates as at the dates of the initial transactions Non-monetary iterns measured at faiw value in a foreign
currency are translated into dollars using the exchange rate at the date when the far value 1s determined

For entibies with funcoonal currendes other than US dollars, as at the reporting date, assets and babdibes are translated into the reporting currency
of the Group by applying the exchange rate at the balarke sheet date and the income staternent 1s translated at the average exchange rate for the
year The resuling difference on exchange is induded as a cumulative translation adjustrment in equity Cn disposal of an entity, the deferred cumiula-
wive amount recognised In equity relating to that cperation 1s recognised 1n theincome staternent.

Property, plant and equipment
Property, plant and equipment s stated at cost or deerned cost less accurmulated deprecation and impairment in value Cost compnses its purchase

price and any costs directly attnbutable to bringing it into working condition for its intended use The cost of self-constructed assets includes the cost
of matenals, direct labour and an appropnate proportion of production overheads




The ¢ost less the residual value of each item of property, plant and equipment 15 depreciated over its useful ife Each item's estmated useful life has
been assessed with regard to both its own physical ife imitations and the present assessment of econormically recoverable reserves of the mine
property at which the iterm s located Estimates of remaining useful Iives are made on a regular basis for all mine buildings, machinery and equip-
ment, with annual reassessments for major items  Deprecation s charged to cost of sales on a unit-of-productian (UOF) basis for mine bulldings
and installations, plant and equipment used In the mine production process or an a straight ine basis over the estimated useful life of the indvidual
asset when not related to the mine production process Changes in estimates, which rmainly affect unit of production calculahions, are accounted for
prospectvely Depreciation commences wher: assets are available for use Land 1s not depreciated

The expected useful lives are as follows

Years
Buildings 5-12
Plant and equipment 4-11
Mining properties and develcpment costs 3-9
Other assets 2-7

An itern of property, plant and equipment 15 de-recogrised upon disposal or when no future economic benefits are expected from 1ts use or disposal
Any gain or loss arsing at de-recognition of the asset (calculated as the difference between the net disposal proceeds and the camying amount of
the asset} s included in the income staternent in the year that the asset 1s de-recognised

Non-current assets or disposal groups are dassified as held for sale when it 1s expected that the carrying amount of the asset will be recovered pnn-
cipally through sale rather than through continuing use Assets are not depreciated when classified as held for sale

Disposal of assets

Gans or losses from the disposal of assets are recognised in the iIncome statement when all significant risks and rewards of ownership are trans-
ferred to the custormer, usually when titie has been passed

Minmg properties and development costs

Payments for mining concessions are expensed dunng the exploration phase of a prospect and capitalised duning the development of the project
when incurred

Purchased runeral reserves and mineral rescurces are recognised as assets at their cost of acquisition or at farr value If purchased as part of a busi-
ness combination

Mining concessions, when capitalised, are amortised on a straight ine basis over the period of time in which benefits are expected to be obtained
from that speufic concessior

Expenditure on mine development is capitalised as part of property, plant and equipment Mine development actvities commence once there 1s suf-
fioent probability of the existence of economucally recoverable minerals and a feasibility study has been performed for the specific project Revenues
from metals recovered from ore rmined in the development phase, prior ta commeraal production, 15 credited to development costs Upon com-
mencement of production, capitalised expenditure 1s depreciated using the unit of production method based on the estimated economuically proven
and probable reserves to which they relate

Construction in progress

Assets in the course of construction are capitalised as a separate companent of property, plant and equipment On completion, the cost of construc-
tion s transferred to the appropnate category of property, plant and equipment Construction in progress (s not depreciated

Subsequent expenditures

All subsequent expenditure an property, plant and equiprment 1s capitalised If It meets the recognition entena, and the carrying amount of those
parts that are replaced 15 de-recognised All other expenditure including repairs and maintenance expenditures are recogrised in the iIncome state-
ment as Incurred

Stripping costs

Inopen pit rmurnig operations, Wt 1S necessary to remove overburden and other waste in order to access the ore body Dunng development and pre-
production phases, these costs are capitalised as part of the imital mine investment: and they are deprecated based on the rmune's production once

commercial operations begin

Remioval of waste matenal normally continues throughout the life of a rmine: This actvity 1s referred to as prodiuction stnpping and cormmences at the tme
that saleable matenal begins to be extracted from the mine The costs of produchion stapping are charged to the income staterment as operating <osts

Further development of 3 mine may accur fallowing initial extraction of saleable matersat and dunng the production phasa Stripping costs associated
with such development actwvities are capitalised and depreciated based on the related production
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Deterrmination of ore reserves

The Group estirnates its ore reserves and mineral resources based on informabon compiled by internal competent persons in conformity wath the
Joint Ore Reserves CommutteR JORC) code Reports to support these estimates are prepared each year An independent competent person has ver-
fied the reasonableness of these reports as at 31 Decernber 2009

Reserves are used in the unit-of-production caloulation for depreaation, the determination of the tirming of mine dosure and for deterrmning value
n use for any iImpairment analysis

There are numerous uncertainties inherent In estirnating ore reserves. Assumpbons that are valid at the time of estimation may change significantly
when new information becomes available Changes in the forecast pnces of commeodines, exchange rates, production cOsts Or recovery rates may
change the economic status of reserves and may, ultimately, result in the reserves being restated

Impairment of non-financial assets

The carrying amounts of assets are revewed for impairment if events or changes in arcumstances indicate that the carmying value may not be re-
coverable At each reporting date, an assessment 1s made to determune whether there are any indigations of impairment if there are indicators of
impainment, an exercise Is undertaken to deterrmine whether camying values are in excess of ther recoverable ameunt. Such reviews are undertaken
on an asset by asset basis, except where such assets do not generate cash flows independent of those frorm other assets or groups of assets, and
then the review 1s undertaken at the cash generating unit level

If the carrying amount of an asset or (ts cash generaung unit exceeds the recoverable amount, a provision is recorded to reflect the asset at the
recoverable amount in the balance sheet Impairment losses are recognised in the income statement

The recoverable amount of an asset

The recaverable amount of an asset s the greater of its value i use and fair value less costs to sell Fair value 1s based on an esomate of the amount
that the Group may obtain in a sale transaction on an arm's length basis. In assessing value In use, estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks spedific to the as-
set For an asset that does not generate cash inflows largely independenty of those from ather assats, or groups of assets, the recoverable amount
1s deterrmined for the cash generating umit to which the asset belongs. The Group's cash generating uruts are the smallest identifiable groups of
assets that generate cash inflows that are largely Independent of the cash inflows from other assets or groups of assets

Reversal of impatrment

An assessment 1s made each reporting date as to whether there 15 any indication that previously recogrised impasrtnent losses may no longer exst
or may have decreased If such an indication exssts, the Group makes an estimate of the recoverable amount A previously recognised iImpairment
loss 1s reversed only If there has been a change in esurnates used to determine the asset's recoverable amount since the iImpaimment loss was
recogrised If that is the case, the carrying amount of the asset s increased to the recoverable amount That increased amount cannot exceed the
carrying amount that would have been deterrmined, net of depreaation, had no impairment loss been recogrised in previous years Such impaimment
koss reversal is recognised uy the Income statement

Finanaal assets

Financial assets are recognised when the Group becomes party to contracts that give nse to them and are dassified as financal assets at far value
through profit or loss, loans and recewables, held to maturity Investments, or avallable-for-sale finanaal assets, as appropnate The Group deter-
rrines the dassification of its finanaial assets at inibal recognition and re-evaluates this designation at each balarke sheet date ‘When financial assets
are recogrised inutrally, they are measured at faw value, plus, in the case of finanaal assets not at fair value through profit or loss, directly attnbutable
transachon costs

Financial assets and labilies are offset and the net amount is reported in the balance sheet when there s a legally enforceable nght to set off the
recognised amounts and there ts an intenton to settle on a net basis, or realise the asset and settle the habdity smultaneously

Financial assets at fair value through profit or loss

financial assets classified as held-for-trading and other assets designated as fair vatue chrough profit or koss on inception are induded in this category
Finanaal assets are dassified as held-for-trading if they are acquired for sale in the short term Derivatives are also classified as held-for-trading unless
they are designated as hedging instruments Financial assets at fair value through profit or koss are carned in the balance sheet at far value wath
gans or losses recogrised in the iIncome statement

Loans and recevables

Loans and recevables are nor-dervative finanaal assets with fixed or deterrminable payments that are not quoted in an active market, do not qualfy
as trading assets and have not been designated as either fay value through profit and ioss or avalable-for-sale

After inital measurement such assets are subsequently carmed at amorised cost using the effective interest method less any allowance for impairment
Gans and losses are recognised in income when the kans and recevables are derecognised orimpatred as well as through the armortisation process,




)

Current trade recewables are carned at the onginal Invoice amount less provision made for impairment of these recewvables Long-term recewables
are stated at amortised cost

Avallable-for-sale financial assets

Avallable-for-sale financial assets are those non-derivative financial assets that are designated as such or are not dassified in any of the preceding
categories and are not held to matunty investments

Avallable-for-sale financial assets represent investments that have a quoted market price in an active market, therefore a far value can be reliably
measured After inihal measurerment, avallable-for-sale assets are measured at fair value with unrealised gains of losses being recogrised as a
separate cormponent of equity

Fair value

In deterrmining estimated fair value, Investments in shares or portfohos of listed securties are valued at quoted bid prees When quoted prces on
an active market are not available (and for listed non-actively traded secunties), fair value 1s deterrmined using a valuation techrique Valuation tech-
nigques include using a recent arm's length transaction, if available, reference to the current fair value of another instrument that i1s substantally the
same, discounted cash flow analysis and option pricing madels If the range of reasonable fair value s significant and the probabilities of the vanous
estimates cannot be reliably assessed, the investrment 1S not re-measured at fair value

Impairment of finanaal assets
The Group assesses at each balance sheet date whether a financial asset or group of financal assets 1s impaired
Assets carned at amortised cost

If there 15 objective evidence that an impairment loss on loans and receivables carned at amortised cost has been incurred, the amount of the loss 1s
measured as the difference between the asset’s carmyung amount and the present value of estmated future cash flows {excduding future expected credit
losses that have not been wxurred) discounted at the finanaal asset’s original effective interest rate (i e, the effective interest rate computed at iniwal
recognition} The carrying amount of the asset Is reduced through use of an allowance account The amount of the loss 1s recogrised in profit or loss

The Group first assesses whather cbjective evidence of impairment exists indwidually for financial assets that are indidually sigrificant, and indvidu-
ally or collectively for financial assets that are not indvidually significant If it I1s deterrmined that. no objective evidence of Impairment exsts for an
ndividually assessed financial asset, whether significant or not, the asset 1s included in a group of financial assets with similar credit risk characteris-
tics and that group of finanaal assets 1s collectively assessad for Imparment Assets that are Individually assessed for impairment and for which an
impaiment loss Is or continues to be recognised are not induded in 3 collective assessment of Impaimment

If, In a subsequent perod, the ameunt of the iIMparrment loss decreases and the decrease can be related objectively to an event occurnng after the
Impaiment was recogrised, the previously recognised impairment loss 1s reversed Any subsequent reversal of an impairment loss 15 recognised in
the income statement, to the extent that the carryng value of the asset does not exceed its amortised cost at the reversal date

In relation to trade recervables, a provision for impairment 1s made when there 1s objective evidence {such as the probability of insolvency or signaficant
financial difficulties of the debtor) that the Group wall not be able to collect all of the amounts due under the onginal terms of the inveice The camyng
amount of the recervable s reduced through use of an allowance account Impaired recetvables are de-recognised when they are assessed as urcollectible

Avatlable-for-sale financial investments

If an available-for-sale asset 1s impaired, an amount compnsing the difference between its cost (net of any prnapal payment and amortisation) and its
current fair value, less any impairment loss previously recognised in the Incorme statement, 1s transfamed from equity to the ncome staternent In as-
sessing whether there 1s an impairrment, the Group considers whether a dedline in far value 1s either significant or prolonged, by considenng the size of
the decline in this value and the histonc volatlity in changes in farr value Reversals in respect of equity instruments classified as available-for-sale are not
recogrised in the income statement Reversals of impairment losses on debt instruments are reversed through the income statement if the increase
in fair value of the instrument can be objectively related to an event occuming after the impaiment loss was recognised n the income staterment.
Inventones

Inventories are measured at the lower of cost and net realisable value Cost 15 deterrmined using the weighted average cost method The cost of work
in progress and finished goods (ore inventones) is based on cost of produciion and excludes borrowing costs,

For this purpase, the costs of production incude

+  personnel expenses, which include ermployee profit shanng, matenals and contractor expenses which are directly attributable to the extraction
and processing of ore,

* the deprecation of property, plant and eguipment used In the extractron and processing of ore, and
»  related production overheads (based on normal operating capacty}

Net realisable value 1s the estmated seling price In the ordinary course of business less any further costs expected to be inaurred to completion and disposal
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Cash and cash equivalents
For the purpases of the balarce sheet, cash and cash equivalents comprse cash at bank, cash on hand and short-term deposits held with banks that
are readily corvertible nto known amounts of cash and which are subject to inagnificant nsk of changes invalue Short-term depouts earn interest

at the respective short-term deposit rates between one day and three months

For the purposes of the cash flow staternent, cash and cash equivalents as defined above are shown net of outstanding bank overdrafts

{m) Provisions

Provisions are recognised when the Group has a present obligation {legal or constructive) as a result of a past event, 1t s probable that an outflow
of resources will be required to settle the obligation and a rehable esumate can be made of the amount of the abligation If the effect of the time
value of money 1s matenal, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of rmoney and, where appropriate, the nsks specfic to the labiity Where discounting 15 used, the increase in the
provision due to the passage of time is recognised as a finance cost

Mine closure cost

A prowsion for mine dosure cost 1s made 1n respect of the estimated future tosts of closure and restoration and for environmental rehabilitation
costs (which include the disrnanting and demolition of infrastructure, removal of residual matenals and remediation of disturbed areas) based on
a mine ¢lgsure plan, in the accounting pencd when the related emvironmental disturbance ccours The provision 1s discounted and the unwinding of
the discount 15 ncluded in finance costs At the time of establishung the provision, a corresponding asset 1s capitaksed where it gives nse to a future
econormic benefit and depreciated over future production from the mine to which it relates The prowvision is reviewed on an annual basis by the
Group for changes in cost estirnates, discount rates of life of operations

Other

Other provisions are accounted for when the Group has a legal or constructive obligation for which 1t is probable there will be an outflow of resources
for which the amount can be reliably estimated

(n} Financial haties

{0}

The Group recogrises finarcial liabiities on 1ts balance sheet when, and only when, it becornes a party to the contractual provisions of the instru-
ment Financal habiities are inibally recognised at the far value of the consideration receved, including any transaction costs incurred

Financal assets and labilioes are offset and the net amount 1s reported in the balance sheet when there 5 a legally enforceable nght to set off the
recognised amounts and there (s an intention to settle on a net basis, or realise the asset and settle the lability simultanecusly

interest bearing loans and borrowangs

All loans and borrowings are ininally recogmised at the faw value of the consideration received fess directly attnbutable transaction costs After imtal
recogrition, interest beanng loans and borrowings are subsequenty measured at amortised cost using the effective Interest method Gains and
losses are recognised in the income statement when the liabiities are derecogrused as well as through the amortisation process

Employee benafits
The Group operates the following plans
Defined benefit pension plan

This funded plan 1s based on each emnployee's earnings and years of service This plan was open to all employees In Mexico and it 1s denominated in
Mexican Pesos This plan was dosed to new entrants on 1 july 2007 For mermbers as at 30 June 2007, benefits were frozen at that date subject to
indexation with reference to the Mexican National Consurmer Price Index {NCPI}

The cost of providing benefits under the defined benefit plan 1s determined using the projected urit credit actuanal vatuation method and pre-
pared by an independent actuanal firm as at each year end balance sheet date The discount rate 15 the yield on mxAAA (Standard & Poors) and
AAA-mex (Fitch Ibca) credit-rated bonds that have matunty dates approxmanng the terms of the Group's obligations and that are denominated
in the same currency in winch the benefits are expected to be pad Actuanal gains and losses are recognised as income or expense i the penod
in which they occur

Past service costs are recognised as an expense on a straight line basis over the average penod untl the benefits becorne vested If the benefits have
already vested followirg the introduction of, or changes to, a pension plan, the past serice cost 1s recognised immediately

The defined benefit asset or hability cormpnises the present value of the defined benefit obligation less the fair value of plan assets out of which the
obligations are to be settled directly The value of any asset s restricted to the present vajue of any economic benefits available in the foren of refunds
from the plan or reductions in the future contnbutions to the plan




@

Defined contnbution pension pian

A defined contnbution plan is a post-employrment benefit plan under which the Group pays fixed contrbutions inte a separate entity and has no legal
or constructive obligation to pay further amounts. Obligations for contnbutions to defined contmbution pension plans are recogrised as an employee
benefit expense In profit or loss when they are due The contnbutions are based on the ernployee's salary

This plan started or 1 July 2007 and 1t s voluntary for all employees to join this scheme

Serortty premium for voluntary separation

This unfunded plan corresponds to an additional payment over the legal senionty premium equivalent to approximately 12 days of salary per year for
those unionised workers whao have more than 15 years of service Non-unionised employees with more than 15 years of service have the nght to a
payment equivalent to 12 days for each year of sermce For both cases, the payment is based on the legal current mwmimurm salary

The cost of pronding benefits for the servonty prerruurn for voluntary separation s determined using the projected unit credit actuarnial valuation
method and prepared by an independent actuanal firm as at each year end balance sheet date Actuarial gains and losses are recagnised as (ncome
or expense in the penod in which they occur

Other

Benefits for death and disability are covered through insurance polioes,

Terrmination payments for nvoluntary retirement (dismissals) are charged to the income statement, when Incuired

Employee profit shanng

In accordance with local legislation, companies in Mexko must prowvide far employee profit sharing equivalent to ten percent of the taxable incarme
of each year This amount is charged to the income statement and 15 considered deductible far income tax purposes

Leases

The determination of whether an arrangement 15, or contains a lease 15 based on the substance of the arangement at inception date including
whether the fulfifrnent of the arrangement is dependent on the use of a speafic asset or assets or the arrangement conveys a right to use the asset
A reassessment s made after nception of the lease only if one of the following applies

a Thereisachange in contractua! tenms, other than a renewal or extension of the amangement,

b A renewal option is exer¢ised or extension granted, unless the term of the renewal or extension was inially included in the lease term

¢ There s achange in the determination of whether fulfilment 1s dependent on a speafied asset, or

d  Theres a substantial change to the asset

Group as a lessee

Finarke leases which transfer to the Group substantially all the nsks and benefits incdental to ownership of the leased item, are capitalised at the
inception of the lease at the fair value of the leased property, or if lower, at the present value of the minmum lease payments Lease payrments are
apportioned between the finance charges and reduction of the lease hability 50 as to achieve a constant rate of interest on the remaining balance of

the hability Finance charges are reflected in the iIncome statement

Captalised leased assets are depreciated over the shorter of the estmated useful life of the asset and the lease term, If there 1s no reasonable cer-
tainty that the Group wall obtain ownership by the end of the lease term

Operating lease payrments are recogrised as an expense In the income statement on a straight kne basis over the lease term

Group as a lessor

Leases where the Group does not transfer substantially all the nisks and benefits of ownership of the asset are dassified as operating leases Initial
direct costs incurred In negotiating an operating lease are added to the carrying amount of the leased asset and recogmsed over the lease termn on

the sarme basis as rental income Contingent rents are recogrised as revenue in the pencd in which they are earned

Whare a reassessment 1s made, lease accounting cormmences or ceases from the date when the change in arcumnstances gave nse to the reassess-
ment for scenanos a), ¢} or d) and at the date of renewal or extension penod for scenano b) above

For arrangements entered into pnor to 1 January 2005, the date of incepbion s deemed to be 1 January 2007, in accordance with the transiional
requirernents of IFRIC 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{r) Contingencies

)

®

Contingent habilities are not recogrised in the consohdated financal information and are discosed in notes unlass therr accurrence I1s remote
Contingent assets are not recognised in the consolidated financal information, but they are disdosed in notes If they are deemed probable
Ravenue recognition

Revenue 15 recognised to the extent that it s probable that economic benedits will low to the Group and the revenue can be rellably measured
Revenue 15 measured at the fair value of consideration receved excuding discounts, rebates, and other sales taxes

Sale of goods

Revenue is recogrused in the Income statement when all significant nsks and rewards of ownership are transferred to the customer, usually when
title has been passed Revenue excludes any applicable sales taxes

The Group recognises revenue on a provisional basis at the time concentrates, preapitates and doré bars are delivered to the customer's smelter
or refinery, using the Group's best estumate of contained metal Revenue is subject to adjustment once the analysis of the product samples is com-
pleted, contract condizions have been fulfilled and final settdement terms are agreed Any subsequent adjustments to the witial estimate of metal
content ara recorded in revenue once they have been deterrmined

In addition, sales of concentrates and precpitates throughout each calendar month, as well as doré bars that are delivered after the 20th day of
each month are *promsionally pnced” subject to a final adjustrnent based on the average price for the month following the delivery to the custormer,
based on the market pnce at the relevant quotation point stipulated in the contract Doré bars that are delivered in the first 20 days of each month
are finally priced in the month of delvery

For sales of goods that are subject to provisional pncing, reveriue is initally recogrised when the conditions set out above have been met using the
provisional price The pnce exposure 1s considered to be an embedded dervative and hence separated from the sates contract, At each reporting date
the provisionally pnced metal is revalued based on the forward selling pnce for the quotational penod stipulated in the contract untl the quotation
penod ends The seling price of the metals can be reliably measured as these are actively traded on internabona! exchanges The revaluing of prowvi-
sianally priced contracts is recorded as an adjustrment to revenue

Royalties

Incaome derved from royaltias is recognised only at the time when 1t « probable that the amounts related to certain nghts will be receved Cur-
rently the Group receves royalties based on a percentage of the sales of concentrates from the El Cedro, Peregnna and Sirena small scale mines
rented to a third party

Rental income

Rental income arising from operabing leases on a small scale mine rented to a third party 1s accounted for on a straight line basis over the lease term
Interest income

Interest Income Is recognised as interest accrues (using the effective interest rmethod, 1e, the rate that exactly discounts estimated future cash
receipts through the expected life of the financial instrument to the net carrying ameunt of the finanaal asset} Interest income 1s included as finance
Income In the Income statement,

Dmwdend income

Dwidend incorme 1s recogmised when the Group s nght to recerve the payment 15 established

Exploration expenses

Exptoration actvity invalves the search for mineral resources, the determination of technical feasibiity and the assessment of commeraal viability
of an wentihied resource

Exploration expenses are charged to the income statement as incurred and are recorded in the following captions
(i} Costofsales costs relating to r-mine exploration, that ensure contnuous extraction qualty and extend mine life, and
(i) Explorabon expenses
a  Costsincurred in geographical proximiuty to existing mines in order to replenish or increase resarvas, and
b  Costsincurred in regional exploration with the objective of locating new ore deposits In Mexico and Latin Arnerica and which are identified

by project Costs ncurred are charged to the Income statement untl there s sufficient probability of the existence of economically recover-
able mirerals and a feasibdity study has been perfortmed for the speafic project




{u) Finance income and costs

)

Finance ngorme and costs comprise interest expense on borrowings, interest income on funds iInvested and the unwnding of the discount on provisons
Interest income and ¢asts are recognised as accrued, taking into account the effective yield on the asset or hability

Income tax

Current income tax

Current ncome tax assets and habilites for the current and pnor penods are measured at the amount expected to be recovered from or paud to the taxa-
non authonties The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted by the balance sheet date

Deferred income tax

Deferred income tax is provided using the lability method on temporary differences at the balance sheet date between the tax bases of assets and
habilities and their carrying amounts for finanaal reporting purposes

Deferred income tax kabilities are recogrised for all taxable ternporary differences, except

i where the deferred incorme tax habiiity anses from the ininal recogninon of goodwill or of an asset or kability in a transaction that 1s not a busi-
ness combination and, at the tme of transaction, affects neither the accounting profit nor taxable profit loss, and

@ N respect of taxable temporary differences assoaated with nvestrments in subsidianes, associates and interests in joint ventures, where the brming of
the reversal of the temporary differences can be controlled and 1t ts probable that the temporary differences wall not reverse in the foreseeable future

Deferred income tax assets are recognised for all deduct:ble termporary differences, carry forward of unused tax credits and unused tax losses, to the
extent that it ts probable that taxabie profit will be avattable against which the deductible termporary differences, and the carry forward of unused
tax credits and unused tax losses can be utiised except

) where the deferred incormne tax asset relating to deductible temporary differences anse from the inital recognition of an asset or lability in a trans-
action that 15 not a business combination and, at the ime of the transaction, affects neither the accounting profit nor taxable profit or loss, and

(1) i respect of deductible temporary differences associated with investments in subsidianes, associates and interests in joint ventures, deferred
Income tax assets are recogaised only to the extent that it s probable that the temporary differences will reverse in the foreseeable future and

taxable profit will be available against which the tempaorary differences can be utiised

The carmpng amount of deferred incomme tax assets Is reviewed at each balance sheet date and reduced to the extent that it 15 ng longer probable
that sufficent taxable profit will be avalable to allow all or part of the deferred iIncome tax asset to be utilised

Unrecogrised deferred (hcome tax assets are reassessed at each balance sheet date and are recognised to the extent that it has become probable
that future taxable profit will allow the deferred tax asset to be recovered

Deferred iIncome tax assets and habtities are measured at the tax rates that are expected to apply to the year when the asset 1s realised or the ability
Is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date

Deferred income tax relabing to items recogrised directly in equity 1s recogrised 1n equity and not n the income statement

Deferred income tax assets and deferred income tax liabilities are offset, If a legally enforceable nght exsts to set off current tax assets aganst cur-
rent income tax Labities and the deferred income taxes relate to the same taxable enuty and the same taxatron authority

{w) De-recognition of financial assets and habilities

x)

A financial asset or hability 15 generally de-recogrused when the contract that gives nse to 1t is settled, sold, cancelled or expires,

Where an exsting financal liabiity 1s replaced by another from the same lender on substantially different terms, or the terms of an exsting labiity
are substantially mod:fied, such an exchange or modification 15 treated as a de-recogniuon of the onginal habibty and the recogrution of a new li-
ability, such that the difference In the respective camying amounts together with any costs ¢r fees incurred are recogrused in profit of koss.

The difference between the carrying amount of a financal lability (or part of a financial hability) extinguished or transfemred to another party and the
consideranon pawd, induding any non-cash assets transferred or labilines assumed, s recognised tn the Income staternent

Derivative financial instruments and hedging

The Group uses denvatives to reduce certain market nsks derved from changes in prices of base metals and foreign exchange which Impact its
financia! and business transacbons Hedges are designed to protect the value of expected production against the dynamic market conditions Suth
danvative financial instrumerits are wutially recogrused at farr value on the date on which a dervative contract 1s entered into and are subsequently
rerneasured at fair value Denvatives are carned as assets when the fair value 1s positive and as liabilities when the far value s negative
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Any gains and losses ansing from changes in fair value on denvatives during the year that do not quahfy for hedge accounting are taken directly to
the income statermnent

Dervatives are valued using valuation approaches and methodotogies (such as Black Scholes and Net Present Value} applicable to the speafic type of
denvative instrument  The fair value of forward turrency and commodity contracts 1s calculated by reference to current forward exchange rates for
contracts with similar matunty profiles The Siverstream contract s valued using a net present value valuaton approach

At the inception of a hedge refatwonship, the Group formally designates and documents the hedge relatonship to which the Group wishes to apply
hedge accounting and the risk management objective and strateqgy for the undertaken hedge The documentation includes identification of the
hedging instrurment, the hedged rtem or transaction, the nature of the risk being hedged and how the entty will assess the hedging instrument's
effectiveness in offsetting the exposure to changes in the hedged item's fair value or cash flows attnbutable to the hedged nsk Such hedges are
expected to be highly effectve In achieving offsetting changes in fair value or cash flows and are assessed on an ongoing basis to determine that they
actually have been highly effective throughout the financial reporting periods for which they were designated Hedges which meet the strict cntena
for hedge accounting are accounted for as follows

cash flow hedges

For dervatives that are designated and qualfy as cash flow hedges, the effective portion of changes in the farr value of denvatve instrurnents are
recorded as a commponent of equity and are transferred to the income statement when the hedged transaction affects profit or loss, such as when a
forecast sale or purchase occurs For gains and losses related to the hedging of revenues, thase are included as part of revenues and for those related
to the hedging of foreign exchange nisk, in the bne item n which the hedged costs are reflected Where the hedged item s the cost of a non-finanaal
asset or hability, the armounts taken to equity are transferred to the imitial carrying amount of the non-finanoal asset or hability The ineffective por-
tion of changes in the fair value of cash flow hedges 1s recognised in the iIncome statement of the related penod

If the hedgrng mstrument expires or 1s sold, terminated or exercised without replacement or rollover, or if its designavon as a hexdge 1s revoked, any
cumulative gain or loss recogrised directly in equity from the penod that the hedge was effective rernains separately n equity until the forecast
transaction occurs, when it is recognised in the income statement when a forecast transactian is no longer expected to occur, the cumulative gain
or loss that was reported in equity 1Is immediately transferred to the income statement

Embedded denvatives

Contracts are assessed for the existence of embedded denvatives at the date that the Group first becormes party to the contract, with reassessment
only If there 1s a change to the contract that significanty modifies the cash flows Embedded denvatives which are not clearly and dosely related to
the underlying asset, hability or transaction are separated and accounted for as stand alone derwatives

(y} Dividend distnbuticn

Dividends payable to the Company's shareholders are recogrised as a hability when these are approved by the Comparny’s shareholders or Board as
appropnate Divdends payable to rminonty shareholders are recogrused as a lability when these are approved by the Company’s subsidianes

(2) Value added tax

Revenues, expenses and assets are recognised net of the amount of value added tax

The net amount of VAT recoverable from, or payable to, the taxation authonty is included as part of recewvables or payables n the balance sheet
(za) Borrowing costs

Finance costs are gererally expensed as incurred except where they relate to the finanung of construction or development of qualifying assets requar-
Ing a substantial penod of time to prepare for their ntended future use

In the case of such qualifying assets, finance costs are capitalised up 1o the date when the asset 1s ready for Its Intended use The amount of finance
costs capitalised (before the effects of income tax) for the penod 15 determined by applying the interest rate applcable to appropnate borrowings
outstanding dunng the penod to the average amount of accurnulated expenditure for the assets dunng the penod

3 SEGMENT REPORTING

For management purposes the Group 1s organised Into operating segments based on mining projects, and therefore has three reportable operating seg-
ments, representing the Group's three produang rrnes as follows

s The Fresnilla mune, Iocated in the State of Zacatecas is the world's largest pnmary sitver mine,
*  The (iénega mine, located in the State of Durango 15 an underground gold mine, and,
»  The Herradura rmine, kocated in the State of Sonora 1s an open pit gokd mine

No operating segments have been aggregated to form the above reportable operating segment Projects under devefopment have been aggregated
into the Other segrment below




Managerment rmonitors the results of its operating segments separately for the purpose of performance assessment and making decsions about re-
source allocation Segment performance s evaluated without taking Into account certain adjustments included in Revenue as reparted in the consolidat~
ed income statement, and certain costs induded withun Cost of Sales and Gross Profit which are considered to be outside of the control of the operating
managernenit of the rmines The table below prowides a reconaliabion from segment profit to Gross Profit as per the consolidated income statement
Other income and expenses included in the consolidated income statement are not allocated to operating segments Transactians between reportable
segments are accounted for on an arm's length basis similar to transactions wath third parties

in 2009 all revenue was denved from custormers based in Mexico, the Comipany's country of dormictle, except for approximately 3 3% of revenue as per
the consolidated income staterment which was sold to a third party custormer based in the Netherlands This revenue i1s shown within the Fresnillo and
(énega segments below In 2008 all revenue was denved from customers based In Mexico All non-current assets are located in Mexico

Operating segments

The followang tables present reveriue and profit information regarding the Group's operating segments for the year ended 31 December 2009 and 2008,
respectively

Year ended 31 December 2009

{US$ thousands) Herradura Génega  Fresnillo Other Eliminations Total
Revenues

Third party 245,565 126 735 498 572 - (20,928) 849,944
Inter-Segment - - - 17,385 {17.385) -
Segment revenues ) - T 245,565 126,735 498,572 17385 | (38,313) 849,944
Segment profit 160,635 92,247 464,494 18,483 (14,246} 721,613
Hedging {31,863)
Treatment and refining charges (69,227
Deprecation (67,227}
Ermployee profit shanng (24,981}
Gross_pr;ﬁt as pér the income statement ) ) ) ) . B T 528315
Profit before tax 113,874 19,926 253,340 271,434 {241,156) 457,418
Gain/loss) on disposal of property, plant and equipment 94 114 (16,010 105,955 (90,297} (144)
Segment assets 207,318 127,970 263,342 204,394 (114,306) 688,718
Capital expenditure @ 54,8139 41,6659 34628  107,7689 1,573 250,447

o Segment assets only include property plant and equiprient.

@ pontal expenditiare cotsists of addibons of property plant and equiprment, exchuding addibors relating to changes i the mine dosure provsion
ol Capial expenditure relates Lo equipment such as dump ks wheel Joaders and mine development octvmties

W Capitai experditure relates to rmine development work includmg work on a tadiing dam and shaft sinking

G Copatal experhiture relates to mune development work induding @ shaft, waste waters treatrment plant and ratse borng equiprent.

& Capstal expenditure relates o the Sokedad-Dipoles and Sauato mine developments induding hostng equiprment and raenp and shaft developrments.

Year ended 31 December 2008

{US5 thousands) Herradura Ciénega Fresmllo Other Eliminations Total
Revenues

Third party 192,237 118,070 451,554 55 {41,433) 720,483
Inter-Segment - . - 21,169 (21,169) -
Segment revenut-s 192,237 118,070 451 554 21,224 {62,602} 720,483
Segment profit 109,788 90172 408,403 21,227 (16,761) 612,829
Hedging {45,602}
Treatment and refining charges (73.522)
Deprecation {51,906)
Emplayee profit shanng 21,189
Gross profit as per the income statement 420,611
Profit/(loss) before tax 71,085 {209 218,111 {45,197) 23,552 267,357
Gainf{loss) on disposal of property, plant and equipment 225 {527 (11,533) 4,540 8314 1,019
Segment assets ¥ 164,324 97,037 142,548 99,131 (5,196) 497,344
Capital expenditure @ 74,7420 27,1839 28,757 54,3429 - 185,024

fllmmmwmm plant and equipment.

mcmmmmofmd:mormrty plant and equiprnent, exduding addibons reketing changes i the rene dosure provson.
) captal expenditure relates to the Gequiston of the Noche Buena gokd project, dump trucks, and mvestTIEnt in te MgRENGrCE worshop
t"capu:::u expendibure relates to mine development work, scoop equipment, land and raise bonng equipment.

B e xtal experiditure reiates to mne development work, scoop equepment, kind and rase bonng equipment.

1) artal expenditure refates to the Soledad-Dipokos and Sasto mane developments
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4 REVENUES

Revenues reflect the sale of goods, being concentrates, doré, slag, and preapitates of which the pamary contents are silver gold, lead and zind"

a} Revenues by product sold

Year ended 31 Becember

2009 2008
(US$ thousarnds)

Lead concentrates (containing siver, gold, fead and by-products) 573,594 529,283
Dore and slag {containing gold, siver and by-products) 245,822 192,509
Zinc concentrates 38,324 28,131
Precipitates 16,990 16,162
Effects of hedging (24,786) (45,602)
849,944 720_.483

In 2009 all lead concentrates, precipitates, doré and slag, were sold to Pefioles' metallurgrcal complex for smelting and refining, aside from a minimal

armount of product sold to a third party In 2008 all product was sold to Pefioles

m Inchuded m the value of kead and zince concentrotes precpitates and docé are provisional pnce adpstments which represent changes in the fair value of ermbedded dematrves. in 2009 the Group

has recogrised a profit of US$24 0 miiion (2008 loss of US$18 2 million) For further detail refer ta note 2{s})

b} Value of rmetal content in prodicts sold

For products other than refined silver and gold, invoiced revenues are denved from the value of metal content adjusted by treatment and refining
¢harges incurred by the metallurgical complex of the customer The value of the metal content of the products sold, before treatment and refirung

charges 15 as follows

Year ended 31 Becember

2009 20038
{Us$ thousands)

Siver! 529,626 460 031
Gold® 334,169 276,963
Zinc® 28,282 26,725
Lead" 27,094 30,286
Value of metal content in products sold 919,171 794,005
Adjustiment for treatment and refining charges (69,227) (73,522)
Total revenues® 849,944

U Jncludes hedging losses of US$ril (2008 US$19 rrulion)

@ \netudes hedging losses of U425 mdiion (2008 US326 & milion)
D \ncudes gams of USS0 1 mithon (2008 USnd)

¥ indudes gains of US$0 1 milkon (2008 USSNI}

720,483

® Included m the volue of lead and 2ine concentrates, preoprtates and dord are provisonal price adjustrments wihich represent ¢hanges m the far value of ernbedded dervabyes. I 2009 the

Group has recognised o profit of USSZ4 0 mdlion {2068 Joss of USS18 2 rfhon) For further detad refer to note 2(s}

The average realised prices for the gotd and silver content of products sold, induding the effects of hedging but pnor to the deduction of treatment and

refiming charges, were

Year ended 31 December

2009 2008

[U/S$ per ounce)
Gold 988 2 8793
Sitver 153 147




5 COST OF SALES

Year ended 31 December

2009 2008
[US$ thousarxds}

Depreaation (note 13) 67,227 51,906
Personnel expenses (note 8) 60,349 59,986
Mamntenance and repairs 39,251 41 326
Operaung materals 47,110 50,363
Energy 35,257 37,800
Contractors 31,905 32,701
Freight 6,143 7313
Mining nghts and ¢contnbutions. 4,633 5,016
Loss on foreign currency hedges 7,077 -
Change in work in progress and finished goads (ore inventones) 12,944 3,466
Other 9,733 9,995
321,629 299,872

6 ADMINISTRATIVE EXPENSES

Year ended 31 December

2009 2008
{US$ thousands)
Administrative expenses charged by Pefoles Graup

Trademark royalues™ - 31,232
Administrative services® 30,308 43,081
- -7 '_' 30,308 - 74,313

Personnel expenses (note 8) 9,683 4,315
Other administrative expenses 9,876 3,01
49,867 81,679

n Traderrurk roya'te were those pand [0 the Peroles Group specifxally for the use of the Periofes’ truderriork edrre desigr: und Jogo, These royalties were charged for the persod w1 2008 pror
o the invtial pubix: offenng of the Group Following Adrression on 14 May 2008 tradernark royaltes are na longer payable to Perloles

@ For the perrod from the 190 on 14 May 2008 to 31 October 2009 certan seraces cownpriiing adrrurstrative and non-adrristTaove senaces were prowded by Serwoios Industnales Pefioles,
S.A, de CV ("SIPSA") to the Group under a Trarsibional Servces Agreement entered into on 15 Apnl 2008 for a global fee of US$51 0 midlion. O ths amount, appronmately US$15 0 mdion
related to engineenng ard construction technical resenrch ond development and central workshop costs whikh are considered non admnistrative serices, The remaining US$36 0 mdlion
related Lo adminstratve experises From | Novermiber 2009 a new agreerent was entered mto for the penod to 31 October 2012 The annual fee armounts to US$S 1 muflion and MXP277 5
rrufbon (UIS$20 5 muflion). On 21 Decernber 2009 purstant to an intemal corporate restrictunng within Pefioles SIPSA s interest in the new senice agreement was trarsferred to Dolorey, S A
de {V g wholly owned Pefloles subsidary

7 EXPLORATION EXPENSES

Year ended 31 December

2009 2008
{US$ thousarcds)

Contractors 33,408 32,806
Adrmiristrative services 5,214 9,141
Miring rights and conmnbutiens. 3,483 3,988
Personnel expenses 2,052 1,022
Assays 1,565 2,082
Maintenance and repais 1,215 580
Operating matenals 921 1,316
Rentals 600 939
Energy 152 575
Other 453 1,024
49,063 _ 53,483

109

LLADIRSHIP QUALITY SUSTAINACDLE CROWTH

FINANGLALS



FRESNILLO PLC 2009 ANNUAL REPORT

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

These exploration expenses were mainly incurred in increasing the reserves and mine life of the Fresrlo, Herradura and C¥nega mines, Minor exploration
expenses of US$0 3 million (2008 US51 9 rrullion) were incurred in the year elsewhere in Latin Amenca

The following table sets forth labilities (generally payables) incurred in the exploration activities of the Group companies engaged only In exploration, pnn-
cipally Exploracionies Mineras Parrefia, S A de Cv Labilinies related to exploration activties incurred by the Group operating companies are not induded
since It 15 not passible to separate the liabilities related to exploration actmvities of these companies from therr operating habilities

Year ended 31 December

110

a) Personnel expenses are distnbuted in the following kne items

2009 2008

[US3 thousarkts)
Liabdities related to exploration actmities 677 154

Cash flows relating to exploration activities are as follows
Year ended 31 Decermnber

2009 2008

{US$ thousands)
Cperating cash out flows 48,540 54,565

8 PERSONNEL EXPENSES
Year ended 31 December

2009 2008

(V55 thousands)
Employees’ profit shanng 24,981 21,188
Salanes and wages 17,712 16,872
Bonuses 8,416 7,458
Legal contnbutions 6,579 6,777
Other benefits 4,503 4,224
Vacations and vacations bonus 2278 2,544
Soaal secunty 2,327 1,966
Post-employment benefits {note 23} 3,405 2,618
Other 1,883 1,676
72,084 65,323

Year ended 31 Decernber

2009 2008

U5$ thousards)
Cost of soles 60 349 59,986
Administrative expenses 9,683 4,315
Exploration expenses 2,052 1,022
72,084 65,323

b} The maonthly average number of employees dunng the year was ag follows

Year ended 31 Decernber

2009 2008

No. Nou

Mining 1,203 1,083
Plant concentzation 2713 245
Exploration 13 76
Mantenance 368 325
Administrabon and other 236 128
Total 2,212 1,857




9 OTHER INCOME AND OTHER EXPENSES

Year ended 31 December

2009 2008
{US$ thousands)
Other income.
Gain on sale of mining assets ¥ - 1,391
Rentals 1,761 1,220
Royaltes 815 306
Other 1,297 2,984
3872 5,901

Year ended 31 December

2009 2008
(US$ thousards)

Other expenses
Maintenance @ 853 1,185
Donations 603 870
Loss on sale of property, plant and equipment and other assets o 144 372
Imparment of avalable-for-sale finanoal assets {note 14) - 4,936
whinite-off of accounts recervable 446 16
Other 2,456 390
) o ) - 4,502 ) 7,769

)y, Jaruicry 2008, Compafia Minera Las Torres. sold the La Guitarma mane to La Guitarra Cornparsa Minera 5 A. de CV The consideration recenved was US$1 0 milkon of cash and shares of Genco

Resources Lid with a faw vaiue of US$0 4 million The gam on the sale was US$? 4 mullion
mnmwsmmlnmmeofdmedmleased rmines owned by Compailia Minera las Torres, S A de CV

@ Indudes the dsposal of assets as a result of replacing equiprnemt dug to capacty expansions

10 FINANCE INCOME AND FINANCE COS5TS

Year ended 31 December

2009 2008
(Us$ thousands)
Finance income
Interest on short terrm depasits 912 5,668
Interest on loans to related parties {note 28) - 1,876
Other 752 1,317
1,664 8,861
Finance costs
Interest on loans from related parues (note 28) - 8,928
Urmanding of discount on provisions [rate 22} 1,615 1,185
QOther 286 402
T T D ) 1,901 o T 10,515
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11 INCOME TAX EXPENSE
a} The major components of Income tax expensa are

Year ended 31 December

2009 2008
(US3 thousards)
Consolidated iIncome statement:
Current tncome tax:
Current income tax charge 110,427 146,762
Amounts overprovided In previous years (6,108} (1,619}
Credit for iIncome tax paid on dwdends - (12,559}
JEFU™ in excess of income tax 249 -
Recognition of previously un-recogmised tax losses (12,946) -
91,622 132,584
Deferred income tax
Ongination and reversal of temporary differences 13,189 (18,007)
Changes to future tax rates® 5082 -
Recogrition of previously un-recognised tax losses {757 -
Armounts gverprovided in previous years (4,553} -
Revaluation effects of Silverstream contract (5.432) -
7,529 (18,007)
Income tax expense reported in the iIncome statement 99,151 114,577

M gusiness Fat tax Ompuesto Empresanal a Tasa Urwea or “IETU)
@ 0n 7th Derember 2009 new termporary tnx retes were published in the Officrn Daily O the Ferieral Gonerrrnent. The tox mte for 2010 201 1 and 2612 will be 30% the tax rate for 2013 wall be
29% and the tax rate for 2014 will be 28% The deferred taxes have been caiculated at the rate applicable to the year the armounts are expected to matenabse

Year ended 31 Decemnber

2009 2008
{US$ thousands)
Consolidated Statement of changes in equity
Deferred income tax related to items charged or credited directly
to equity”

Cost from issue of ordinary shares of the iibal publc offening - 15,959
Reqychng of net joss on valuaton of cash flow hedges to ncome 9,531) {12,768)
Net loss anising on valuation of cash flow hedges (1.122) 3,264
Unrealised {gain)foss on avalable-for-sale assets {6,407) 5,767
Income tax (gain)/expense reported in equity (17,060) B 12,222

{b) The following is a reconaliation of the income tax expense at the Group's statutory Income rate to income tax expense at the Group’s effecuve
Income Lax rate

112




Year ended 31 December

2009 2008
{US$ thousards)

Accounting profit before income tax 457,418 267,357
Tax at the Group's statutory income tax rate 28 0% (2008 2B 0%) 128,077 74,860
Expenses not deductible for tax purposes 1,547 364
Inflationary uplift of the tax base of assets and habiliies {4,787} (4,244)
Tax losses ansing i the year not recogrised - 7,234
Recogribion of previously un-recognised tax losses {13,703) -
Current tncome tax overprovided in previous years {6,108) (1,619)
Deferred income tax overprovided in previous years (4,553) -
Put option closed prior to maturity {4105 -
Tax credit not previousty recognised on past dividends - (12,559)
Tax deprevation de-recognised 1,029 3,054
Changes to future tax rates 5,082 -
Exchange rate effect on tax value of assets and habilities 1,034 8,010
Non-deductible asset disposals 3,229 7,062
Nen-deductible/non-taxable toreign exchange gains or kosses (5,491} 30,891
Inflationary uplft of tax losses (1.441) -
1ETU in excess of Income tax 249 -
Other (1,208) 1,524
Tax at the effective income tax rate of 2009 21 7% (2008 42 9%) _ 99,451 114,577

{c) The movements in the deferred income tax habilities and assets are as follows

Deferred Income tax assets and habilities are offset when there is a legally enforceable nght to offset current tax assets against current tax labilities and

Year ended 21 December

2009 2008
IS$ thousarids)

Beginrung balance (88,234) (99,623)
Income statement {charge)/credit (7,529} 18,007
Exchange difference 2,242 (2,881)
Unrealised {gain)/loss on available-for-sale financal assets {6,407} 5,767
Cash flow hedges recycled to income statement (9.531) {12,768)
Revaluation of derivatives used for cash flow hedges {1,122} 3,264
Ending balance {110,581) (88,234)

when the deferred income tax assets and habibiies relate to the same fiscal authonty

The amounts after offset are as follows

The amounts of deferred Income tax assets and habilities before offset as at 31 December 2009 and 2008 consilenng the nature of the temporary dif-

As at 31 December

2009 2008
{US$ thowsands)
Deferred income tax assets 9,363 3,161
Deferred income tax labilities (119,944} {91,395)
Ending balance (110,3581) (88.234)

ferences, are as follows
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As at 31 Decernber

2009
[US$ thousands}

ASSETS LIABILITIES NET BALANCE
Related party recevables - 36,921 (36,921)
Other recewables 50 - 50
Inventones 8,098 - 8,098
Prepayments - 590 {590)
Dervative finanaal Instrurments induding Siverstream contract - 16,562 {16,562)
Property, plant and equipment - 126,829 {126,829)
Operating labilities 1,551 - 1,531
Other payables and provisions 10,310 - 10,31C
Losses carned forward 46,616 - 46,616
Post-employment benefits 1,627 - 1,627
Deductible profit sharing 7,673 - 7,673
Available-for-sale financial assats - 3,387 (3,387)
Other - 2,247 {2.217
rﬂieferrgd tax balances 75,925 186,506 . 4} 10_.2)_

As at 31 December

2008
Us$ thousands)

ASSETS LIABILITIES NET BALANCE
Related party recemables - 20,098 (20,098)
Other recevables - 187 {187)
Inventonies 5,250 - 5,250
Prepayrments - 364 (364)
Denvative financial instrurnents incduding Siverstream contract - 26,541 (26,541}
Property, plant and equipment - 93,670 (93,670)
Other payables to related parties 624 - 624
Operating kabiines 1,629 - 1,629
Other payables and provisions 5,306 - 5,306
Losses carned forward 28,084 - 28,084
Post-employement benefits 980 . 380
Deductible profit sharing 4,866 - 4,866
Denvative finanoal instruments 3.265 - 3,265
Available-for-sale financial assets 3,018 - 3,018
Other - 396 {396)
Net deferred tax balances 53,022 141256 (38,?3-2

Tax losses expire in the following years

As at 31 Decernber

2009 2008
(US$ thousand's)
Recogmised

Exprre after five years 166,486 100,300
166,486 100,300

Unrecogmsed
Expire after five years R - B 54,039
- 54,039

(d) Unrecognised deferved tax on investments in subsidianes

The Group has not recognised all of the deferred tax hlability in respect of distnbutable reserves of 1ts subsidianies because 1t controls them and only part
of the termporary differences are expected to reverse in the foreseeable future The temporary differences for which a deferred tax lability has not been
recogrisad aggregate to US5184 3 million (2008 US$132 3 mullior)




Business Flat Tax (“impuesto Empresanal @ Tasa Unirca® or “IETU")

Effective 1 January 2008 a new altemative minimum corporate income tax called the Flat Rate Business Tax was introduced in Mexco to replace the
exsting business asset tax From thus date cormpanies are required to pay the greater of therr mainstream corporate income tax hability for the year or
their kabihty to IETY

IETU 15 calculated at the rate of 16 5% for the calendar year 2008, 17% for 2009 and 17 5% for subsequent years and apphes to the sale of goods, rendenng
of independent services and temporary use or enjoyment of goods In calculating the charge to IETU, deductions are allowed for certain expensas incurred
" generanng INcome

In respect of the Group, management has undertaken calculations to determine the impact of the new I[ETU provisions on the Group As a result of such
analysis, management has conduded that there should be no matenal unpact on the Group, other than the US$6 1 mullion tax credit ansing under IETU

that s recogrised in 2009, since the mainstream corporate income tax hability for each group company is forecast to be greater than the future potential
IETU chatge Accordingly, no IETU hability should anse in the foreseeable future

12 EARNINGS PER SHARE

Earrings per share {'EPS") 15 calculated by dividing profit for the year attnbutable to equity shareholders of the Company by the wesghted average number
of ordinary shares in1ssue dunng the penod

As descnbed in note 20, the share capital for the Company in the penods pnor 10 the Pre-IPO Rearganisation on 18 Apnl 2008 1s presented as if this ra-
organisation was ¢completed as at 1 January 2007

The company has ne diutive potential ordinary shares
As at 31 December 2009 and 2008, earmings per share have been calculated as follows

Year ended 31 December

2009 20038
Eamings
Profit from conunuing operations attnbutable to
equity helders of the Company (US$ thousands) 322,011 127,949
Adjusted profit from continuing operations attnbutable to
equity holders of the Company (US$ thousands) 308,042 127,949

Adjusted profit 1s profit as disclosed in the Consolidated Income Staterment adjusted to exclude revatuation effects of the Siverstrearn contract of US$19 4
milhon gain (US$14 0 rmullon net of tax) (2008 US$ ni)

Adjusted earnings per share have been provided in order to provide a measure of the undertying perforrmance of the Group, prior to the revaluation ef-
fects of the Silverstrearn contract, a denvatwve financal instrument

Year ended 31 December

2009 2008
Number of shares
Weighted average number of ordinary shares in 1ssue (000) 717,160 687,688
Eamings per share
Basic and diluted earnings per share {(US%) 0 449 0186
Adjusted basic and diuted earmings per ordinary share from
continuing operations {US$) 0 430 0185
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13 PROPERTY, PLANT AND EQUIPMENT

MINING
PROPERTIES AND
LAND AND PLANT AND DEVELOPMENT OTHER CONSTRUCTION IN
BUILDINGS EQUIPMENT COSTS ASSETS PROGRESS TOTAL
{US$ thowsands)

Year ended 31 December 2008
Cost
At 1 January 2008 39,546 194,979 204,716 15,691 57,030 311,962
Additions - - - 5,888 189,471 195,359
Disposals (6] (8.534) (72) (528} {192} (9,333)
Transfers and other movernents 10,273 54,777 62,332 3,310 (130,692) -
At 31 December 2008 49,812 241,222 266,976 24,351 115,617 697,988
Accumulated deprecation
At 1 January 2008 (8,482) {15,298} (123,671} {6,825) - (154,276}
Depreciation for the year (2,825) (26,035} (20,845} 2190 - {51,906}
Disposals 4 5,526 72 436 - 6,038
At 31 December 2008 {11,303} {35,807) {144,448} {8,586} - {200,144)
Net Book amount at
31 December 2008 o §8.509 o 205,415 1_22.528 15,775 1 15.§17 497,844
Year ended 31 December 2009
Cost
At 1 January 2009 49,812 241,222 266,976 24,361 115,617 697,988
Additions - - - 14,480 244,141 258,621
Disposals (182} {4,481) - (562) - (5,225}
Transfers and other movements 18,352 106,304 73,915 4,971 (203,548) -
At 31 Decernber 2009 67,982 343,045 340,891 43,256 196,210 951,384
Accumulated deprecation
At 1 January 2009 {11,303) {35,807) (144,448) {8,586} - {200,144)
Depreciavon for the year {4,161) (25,215) (34,322) (3.52%} - (67.227)
Disposals 92 3,653 588 372 - 4,705
At 31 December 2009 (15,372) {57,369} {178 182) {11,743) - {262 666)
Net Book amount at
31 December 2009 52,610 285,676 162,709 31,513 156,210 688,718

Constructon in progress relates mainly to mirung projects taking place in Saucto, Penmont, Juaruapio and Ciénega rmines.

Year ended 31 December

2009 2008
(U453 thousands)

Saudro 85,062 53,464
Penrmont 29,297 31,447
Juanicipio 20,015 17,099
Cénega 15,247 7,540
Other 6,589 6,067
- T - - T T iss 210 T 115,617

In Decernber 2008 the Group acquired the Noche Buena gold project In Sonora, Mexico The consideration for this project was US$25 0 million payable in

cash at acquisition date and U5$5 0 million payable upon commencernent of commeroal production A royalty s then payable on production

The amount of borrowing costs capitalised dunng the year ended 31 December 2009 was US$mil (2008 US$mil)




14 AVAILABLE-FOR-SALE FINANCIAL ASSETS

Year ended 31 December

2009 2008
{Us$ thousands)
Beginning balance 43,530 3131
Addibons 25 39,752
Farr value change 22,880 (25,533}
Ending balance _ 68,435 _ 45,530

In 2008 US$4 9 million of losses recognised in equity were redassified to the income statement reflecting an impairment change of the related equity
secunties These secuntes were ¢considered impared due to a significant reduction in market value in 2008

Available-for-sale financial assets include the following

As at 31 December

2009 2008
{US$ thousands)
Equrty secunnes-listed Canadian comparues 68,435 45,530
Tl.'!til_ : B B o 68,435 - 45,530
The breakdown of the Investrments in equity secunties held 15 as follow (number of shares)
MAG ENDEAVOUR FIRST MAGESTIC INTERNATIONAL
SILVER SILVER SILVER NORTHAIR
coRp CORP CORP MINES, LD
Nurnber of shares held at 1 January 2008 1,246,777 2 800,000 382,582 -
Addibons 8,068,100 - . 84,499
Number of shares held at 21 December 2008 9,314,877 2,800,000 382,582 84,499
Addinons - B ) _ _ - - - 397,714
Number of shares held at 31 December 2009 9,314,877 2,800,000 382,582 482,213

15 SILVERSTREAM CONTRACT

©On 31 Decemnber 2007, the Group entered Into an agreement with Peficles through which it 1s entitled to receve the proceeds received by the Pefioles
Group In respect of the refined silver sold from the Sabinas Mine ("Sabinas®), a base metals mine owned and operated by the Peflcles Group, for an
upfront payment of Us$350 milion In addition, a per ounce cash paymient of $2 00 in years 1 to 5 and $5 00 thereafter (subject to an inflanonary adjust-
ment commiencing on 31 December 2013) is payable to Pefoles Under the contract, the Group has the option to receive a net cash settdement from
Pefiotes attnbutable to the siver produced and sold from Sabinas, to take delivery of an equivalent armount of refined sitver or to receve settlement in
the form of both cash and siver 1f, by 31 Decernber 2032, the amount of siver produced by Sabnas 15 less than 60 rmilion ounces, a further payment 1s
due from Pefioles of LS$1 per ounce of shortfall

The Silverstream contract represents a dervative financial instrurment which has been recorded at fair value and dassified wathin non-current and current
assets as appropnate Changes in the contract's fair value, other than those represented by the realisation of the asset through the receipt of either cash
or refined siver, are charged or credited to the rxome statement In the year ended 31 Decernber 2009 total proceeds receved were US$39 0 mithon
2008 US$31 7 milllon), corresponding to 3 0 milion ounces of payable siver 2008 2 5 rilllon ounces} Dunng the year revaluation effects of US$19 4
million gan were taken to income {2008 US$mil}

A recanchiation of the begqinring balance to the ending balance 1s shown below

{s$ thowsands)
Balance at 1 January 2009 318,268
Cash receved (39,010)
Rerneasurement gains recogrused n profit _arld kss ) - B 19401
Balance at 31 December 2009 298,659

see note 31 for further iInformation on the nputs that have a sgnificant effect on the fair value of this denvative, see note 32 for further informabon
relating to market and credit nsks assoaated with the Siverstream asset, and note 2{c) for the estimates and assumptians
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16 INVENTORIES

At the date of the balance sheet this item s cornprised of the following

As at 31 December

2009 2008
U5 thousands)

Finished goods™ 499 369
work in progress® 6277 16 874
Operating matenals and spare parts 28,204 22,447
34,980 39,690

Allowance for obsolete and slow-mowving Inventones (1197 (1,051)
Total inventones at the lower of cost and ret realisable vatue 33,783 38,639

(1 Fintshed goeds wclude metats contamned i contentrates ond doré bars and concentrates on hand or shipped Lo a smefter or refinery
@ \work in progress inckide metals contained n ores in leacking pads.

Concentrates are a product containing sulphides with vanable content of precious and base metals and are sold to smelters and/or refinenes Doré 1s an
alloy containing a vaniable mixture of gold and silver that is delivered in bar form to refineries These products once processed by the smelter and refinery

are sold to customers in the form of refined products

The amount of wnte down of Inventones recogrused as an expense was US40 1 million (2008 US30 1 rmilion)

17 TRADE AND OTHER RECEIVABLES

As at 31 December

2009 2008
(L5 thausands)

Trade recewvables from related parties (note 28)" 89,3M 60,423
Value Added Tax recevable 8419 8,269
Advances to suppliers 2,671 4,651
Other recewables from related parties (note 28) 434 68
Other recevables 7,806 8,225
- - - T - 7 108721 T 81,63
Prowsion for impairment of *other recewables” {479) {141}
108,242 . 81,495

1} Trade recevabies from relaced parties” mdudes the far value of embedded dervatves ansing due to provisonal picng in sales contracts of USS( 3) million as at 31 Decernber 2009
{2008 US34 0 mulkon)

Trade recewvables are shown net of any corresponding advarkes, are non-interest beanng and generally have payment terms of 46 to 50 days
The total recevables denominated in US$ were US$97 9 million (2008 US$68 S rrilhon), and in Pesos U$$10 3 milion (2008 US$12 9 millon)

As at 31 Decemnber for each year presented, with the exception of “other receivables” in the table above, all trade and other recevables were neither past
due nor impaued

Movements In the provision for impairment of “other recevables” in the table above were as follows

Year ended 31 Decemnber

2009 2008
{US$ thousands)
Beginning of the year {147) (126)
Charge for the year (446) {16}
Armounts wntten off 127 -
Exchange difference {19) 1
End of the year _ (479); (141)

As at 31 Decernber, the analysis of trade recevables that were past due but not impaired Is as follows




PAST DUE BUT NOT IMPAIRED

Year ended 31 Decarnber  TOTAL NEITHER PAST DUE NOR IMPAIRED <30 DAYS 30-60 DAYS
{US$ thousanss)
2009 89,3N 89,391 - -
2008 60,423 60,423 - -

In deterrmiring the recoverability of a trade recevable, the Group performs a nsk analysis considenng the type and age of the outstanding recevable and
the credit worthiness of the counterparty

18 PREPAYMENTS
At the date of the balance sheet this item 1s compnsed of the following

As at 31 December

2009 2008

(US$ thousards)
Insurance and bonds 1,883 1,449
Others 29 445
1,912 1,894

19 CASH AND CASH EQUIVALENTS

As at 31 Decemnber

2009 2008
{Us$ thousands)
Cash at bank and on hard 1,358 441
Short-term deposits 310,834 211,544
Cash and cash equivalents o 312,192 211,985

Cash at bank eamns interest at floating rates based on daily bank deposits Short-term deposits are made for varying penods of between one day and
three months, depending on the immediate cash requirernents of the Group, and earn interest at the respective short-term deposit rates

20 EQUITY

Share capital and sthare premium

As descnbed in note 2, the pooling of Interests method of accounting has been apphed in the presentation of the consolidated financial statements for
the year ended 31 Decernber 2008 ard this method presents the results of the Group as if the Company had been the hokding company of the Group since
1 January 2007 For the periods presented prior to 18 Aprl 2008 when the Pre-IPO Reorganisation was completed, the share capital presented reflects

that issued pursuant to this reorganisation

The authonsed and ssued share capital of the Company as at 31 Decernber 2009 and 2008 1s as follows

AUTHORISED ISSUED
CLASS OF SHARES NUMBER AMOUNT NUMBER AMOUNT
Ordinary shares each of US%0 50 1,000,000,000 $500,000,000 717,160,139 $358,580,080
Sterling Deferred Ordinary Shares each of £1 00 50,000 £50,000 50,000 £50,000

At 31 Decernber 2009 and 2008, all issued shares with a par value of US$0 50 each are fuflly paid The nghts and obligations attaching to these shares are
governed by law and the Company's Articles of Assoaation Ordinary shareholders are entiled to receve notice and to attend and speak at any general
meeting of the Company There ase no restnctions on the transfer of the Ordinary shares

The Sterling Deferred Ordinary Shares only entitle the shareholder on winding up or on a retum of capital to payment of the amount paid up after repay-
ment to Ordinary Shareholders The Sterling Deferred Ordinary Shares do not enutle the holder to payment of any dmdend, or to receve notice or {0
attend and speak at any general meeting of the Company The Cornpany may also at its option redeern the Sterling Deferred Ordinary Shares at a price
of £1 00 or, as custodian, purchase or cancel the Stering Deferred Ordinary Shares or require the holder to transfer the Sterling Deferred Ordinary Shares
Except at the option of the Company the Stering Deferred Ordinary Shares are not transferrable
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The changes in share capital are as follows

NUMBER SHARE SHARE SHARE
OF SHARES CAPITAL CAPITAL PREMIUM
(£ thousands} {US$ thousards) {US$ thousands}

Deferred Ordinary shares of £1 each ssued and fully paid
Ordinary shares issued to the initial shareholder 1 - - -
Allotment and 1ssue of ordinary shares on 1 January 2008 45,959 50 - -
Ordinary shares of £1 each issued and fully paid prior to

re-designation as 50,000 £1 deferred ordinary shares

on 4 March 2008 50,000 50 - -
As at 31 December 2009 and 2003 50,000 50 - -
ordinary shares of US$1 00 each ssued and fully paid
Shares issued pursuant to the Merger Agreement on

18 Apnil 2008 634,270,000 - 634,270 -
Ordinary shares pnor to capital reduction effective

24 April 2008 634,270,000 - 634,270 -
Ordinary shares of US$0.50 each ssued and fully pad
Shares following capital reduction effective 24 Apnl 2008 634,270,000 - 317,135 -
Shares 1ssued and paid pursuant to the Global Offer

dated & May 2008 82,890,159 - 41,445 859,636
Transaction cost associated with 1ssue of shares - - - {41,039)
As at 31 December 2009 and 2008 T 717,160,159 - 38580  B18,597

Creation of Company and Pre-IPO Reorgarisation

The Company was incorporated and regsstered in England and Wales an 15 August 2007 with an authonsed share capital of £100 divided into 100 ordinary
shares of £1 00 each 1 share of £1 00 was 1ssued On 11 January 2008 the authonsed share capital of the Company was increased to £50,000 and 49,999
shares were allotted and ssued to Pefioles

On 4 March 2008 the authcnsed share capital of the Cornpany was Increased by the creation of 1,000,000,000 ardnary shares of US31 00 each and the
50,000 ordinary shares of £1 00 each were re-designated as 50,000 deferred shares of £1 00 each The value of these Deferred Ordinary shares as reflected
N equity in US dollars was deterrruned at the exchange rate on this date

On 18 March 2008 the Company entered Into a Merger Agreement with Compania Fresnillo S A de CV, the then holding company of subsidianes con-
sbtuting the preaous metals mining business of Pefioles, completing the Pre-IPC Reorganisation Pursuant to the Merger Agreement, the Company
becarme the holding company of the Group through the allotrment and 1ssue of 634,270,000 ordinary shares paid up as £o their nominal value
Reduction of share capital

Effective 24 April 2008, the share capital of the cormpany was reduced by U5$317,135,000 in accordance wath Chapter 2 of Part 13 of the Companies Act
2006, by cancelling and extinguishing the paid up capital to the extent of US$0 50 upon each of the ordinary shares of US$1 00 The nomunal value of each
of the ordinary shares of the Company, whether issued or unissued, was reduced to US$0 50

Re-reqistration of the Company as a public company

On 15 Apeil 2008 the Company was re-registered as a publk company

Issuance of shares on 1POQ

On 14 May 2008 the Company successfully completed its IPO and Listed on the London Stock Exchange A total number of 82,290,159 shares with a par
value of US$0 50 each were Issued at US$10 87 for total proceeds of US5901 1 millon Costs, net of deferred tax, related to the issuance of new shares
taken aganst share prermium amounted to US$41 0 miflion

Reserves

Share premium

This reserve records the consideration prermium for shares issued at a value that exceeds their nominal value

Capital reserve

The capital reserve arose as a consequence of the Pre-IPO Rearganisation as a result of vsing the poeling of interest method As such, it 1s reflected as If
this Pre-IPO Reorgamisation took place as at 1 January 2007




Net unrealised gains/(iosses) an revaluation of cash flow hedges

This reserve records the portion of the less on a hedging instrument in a cash flow hedge that 1s determined to be an effective hedge, net of tax. When
the hedged transaction oceurs, the gain or the loss s transferred out of equity to the Income statement

Unrealised gams/(losses) on available-for-sale finanaial assets

Thus reserve records far value changes on available-for-sale investments, net of tax On disposal, the cumulative changes in far value are recyded to the
MGG Staternent

Foreign currency translation reserve

The foreign currery translation reserve 1s used to record exchange differences anising from the translation of the finanaal Information of entities with a
functional currency different to that of the presentational currency of the Group

Retained earmings/accumulated losses

This reserve records the accumulated results of the Group less any distnibutions and dvidends paid

21 DIVIDENDS PAID

The dividends dedared and paid duning the years ended 31 December 2009 and 2008, are as follows

US CENTS PER AMOUNT
ORDINARY SHARE (US$ thousans)
Year ended 31 December 2009
Final dwdend for 2008 declared and paid durning the year ™) 77 55 864
Intenm dwidend for 2009 dedared and paid duning the year® 525 i 37,651
o o e . _ _1295 93,515
Year ended 31 December 2008
Intenm ddend for 2008 declared and pard during the year™ 59 42,203
59 42,203

The final dividend for the year ended 31 Decernber 2009 will be announced on 29 Apnil 2010 No hability for this dividend has been reflected in the
financial statements at 31 December 2009

m This dradend was approved by the Board of Directors on 20 February 2009 and pad gn 27 May 2009
2} Thes dradend was approved by the Board of Directors on 14 August 2009 end paid on 18 Septermber 2009
o Thss dmdend was approved by the Board of Directors on 12 August 2008 and pawd on 19 Seplember 2009

22 PROVISION FOR MINE CLOSURE COST

The provision represents the discounted values of the estimated cost to decomnmmussion and rehabilitate the mines at the estimated date of depletion of
mine deposits The present value of the provision at 31 December 2009 has been cakulated using an annual real discount rate of 4 33 per cent (2008 4 33
per cent) Uncertainties in estimating these costs include potential changes in regulatory requirements, decommissioning, dismantiing, and redamation
alternatives and timing and the levels of discount and inflation rates

Mexican regulations regarding the decommussioning and rehabilitation of mines are lirvted and less developed in companson to regutations in many
other junsdictions It is the Group's intention to rehabilitate the mines beyond the requiremnents of Mexacan law, and estimated cests reflect this level of
expense The Group intends 10 fully rehabdlitate the affected areas at the end of the life of the mines

The provision 1s expected to become payable at the end of the production hife of each mine, which ranges from & to 19 years from 31 December 2009

As at 31 December

2009 2008
(US$ thousands)

Beginning balance 18,951 14,295
Increase to extsting Provision 14,480 6,495
unwinding of discount {note 10) 1,615 1,185
Change in discount rate - 1
Foreign exchange 467 (3,032)
Ending balance - ¥ 1 T 1)
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23 PENSIONS AND OTHER POST-EMPLOYMENT BENEFIT PLANS

The tables below provide informaton relating to the defined benefit pension plan, the senionty premium for voluntary separation and payments to the
defined contnbuticn plar

a) Net benefit expense {recognised in cost of sales)

Year ended 31 December

2009 2008 2007
(US$ thausands)

Current service cost 625 781 636
interest cost on benefit obligation 2,3 1,865 1,432
Expected return on plan assets {2,103 (1,689} (957}
Defined benefit decrease due to plan amendment - - (3,096)
Net actuanal loss/{gain) recognised In the year 1,280 657 (2,144)
Net defined benefit expense 2,173 1,614 {4,0679)
Payments to defined contnbution plans 1,232 1,004 314
Net benefit expense (note 8) " 3,405 2,618 (3,765)

Analysis of net actuanal (loss)/gain recogrused in the year

Year ended 31 December

2009 2003 2007
(Us$ thousands)
Actual return on plan assets 2,400 918 1,437
Expected retum on plan assets (2,103) (1,689} 957
Foregn exchange (108) 283 (9
Expenence adjustments ansing on plan assets 189 {488} 471
Expenence adjustments ansing on plan llabilines (1,469} (169) 1783
¢hanges in assumptions underlying the present
value of tha schemaes' liabilities - - (110}
Net actuanal [Ioss)!galr; recognised in the y;aar o (1,280) - T (ST T T 2040

b) Benefit hability

As at 31 Decernber

2009 2008 2007
(US3 thousands}
Defined benefit obligation (34,005} (28,851) {15,272)
Fair value of plan assets 28,198 25352 _ 12,702
Benefit lability N (5.811) A {3,499) (2,570)
Changes In the present value of the defined benefit obligation are as follows
As at 31 December
2009 2008 2007
/S5 thousands)
Defined benefit obligation at 1 January 28,851 15,272 18,258
Interest cost 2,37 1,865 1,432
Current serace cost 625 781 686
Benefits paid (409) {455} (389)
Actuanal losses/(gains) on obligatien 1,469 169 (1,673)
Defined benefit increase due to personne! transfer
to the Group (26) 14,624 -
Defined benefit decrease due to plan amendment - - (3,096}
Foreign exchange 1,128 (3,405) 54
Defined benefit obligation at 31 December 34,009 _ 8851 15,272
Funded plan 28,771 23,955 9,897
uUnfunded plan 5,238 4,89 5,375
Defined benefit obligation at 31 December 34,009 28,851 15,272
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Changes In the far value of plan assets are as follows

As at 31 Decermber

| Armount transferred due to personnel transfer to the Group

2009 2008 2007
(Us$ thousands)
Fair value of plan assets at 1 January 25,352 12,702 10,590
Expected retum on plan assets 2,103 1,689 957
Contributions by employer - - 91%
Actuanal (lossesy/gains 189 {488) 471
26) 14,624 -
Benefits paid {409) (455) (244)
Forexgn exchange 589 (2,720) 13
Fair value of plan assets at 31 December 28,198 25,352 12,702

The overall expected rate of retum on assets 5 deterrmined based on market expectabons appikable to the penod over which the obligation s to be settled
The prinapal assumptions used In deterrmining pension and other post-employment benefit obligations for the Group's plans are shown below

As at 31 December

2009 2008 2007

x * x
Discount rate 85 85 8s
Expected rate of return on plan assets 85 85 85
Future salary increases 55 50 50

The mortality assumptions are that for current and future pensioners, men and women aged 65 will ive on average for a further 17 28 and 20 59 years
respectively (2008 16 9 years, 2007 16 2 years)

The fair value of the plan assets was as follows

As at 31 December

2009 2008 2007
(LSS thousands)

Government debt 6,762 6,533 2,978
Equity shares - - 1,083
Promissory notes 99 87 -
State own companies 3,310 2,153 1,068
Corpaorate bonds 1,997 3395 1,509
Mutual funds (fixed rates) 16,030 13144 6,064
28,198 25,352 12,702

The pension plan has not invested in any of the Group's own financial instruments nor wn properties or assets used by the Group
The Group has not contrnbuted to its defined benefit pension plan in 2009 and does not expect to contnbute in 2010
24 TRADE AND OTHER PAYABLES

As at 31 Decemnber

2009 2008
{US$ thousarkds)
Trade payables 35,696 32,560
Other payables to related partes (note 28} 375 668
Accrued expenses 2,270 7,719
Other taxes and contnbutions 2,345 1,718
48,286 42,665

Trade payables are mainly for the acquisition of matenals, suppiies and contractor services These payables do not accrue interest and no guarantees have
been granted The fair value of trade and other payables approxmate thewr book values

The Group's exposure to currency and hquidity nsk related to trade and other payables 1s disdosed in note 32
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25 COMMITMENTS
(a) Capital expenditure
A summary of capital expenditure comrutrments 5 as follows

As at 31 December

2009 2008
{US$ thousards)

Minera Sauato, S A. de CV 54,205 36,602
Minera Penmont, S daRL deCV 12,102 22,583
Minera Mexicana La Ciénega, S A. de CV 9,461 5,261
Minera Fresnillo, S A. de CV 14,664 9,893
Servicios Adrinistrativos Fresaillo S A de CV - 262
90,432 11.601

26 OPERATING LEASES
(a) Leases as lessor

The group teases certain small mines to third parties Future pumimuen rentals recewvable under non-cancellable operating leases are as follows

As at 31 December

2009 2008
{US$ thousands)
Within one year 1,968 1,432
After one year but not more than five years 3737 1447
5,705 2,879

{b) Leases as lessee

The group has finanaal commutments in respect of non-cancellable operating leases for land, offices and equipment These leases have renewal terms at
the opuon of the lessee at jease payments based on market prices at the tme of renewal There are no restnctions placed upon the Group by eritenng
into these leases The future minimum rental commutments under these leases are as follows

As at 31 Decernber

2009 2008

{U5$ thousands)
Within one year 1,068 1,134
After one year but not more than five years 596 1,455
1.664 2,629

AS ax 31 December
2009 2008
{Uss$ thousaneds)

Mirirnum lease payrments expensed in the year 1,227 965

27 CONTINGENCIES

As at 31 Decemnber 2009, the Group has the following contingencies

@ The Group Is subject to varous laws and regulations which, if not observed, could give nse te penalues

(®) Tax penods remain open to review by the Mexacan tax authonbes in respect of income taxes for five years following the date of the fitng of corporate
income tax retums, dunng which tme the authonbes have the nght to raise additional tax assessments induding penalves and interest Under

certain arcumstances the reviews may cover longer periods

tn addition, because a number of tax penods remain open to review by the tax authonties, there is a nsk that transactiens, and in particular related
party transactions, that have not been challenged in the past by the authonties may be challenged by them in the future, and this may result In




©

the raising of additional tax assessrments plus penalties and interest It s not pracical to deterrmune the amount of any such potential daims or the
likebhood of any unfavourable outcome However, management believes that 1ts interpretation of the relevant legislaton 1s appropnate and that
the Group has complied with alt regutations and paid or accrued all taxes and withholdings that are applicable

On 8 May 2008, the Company and Pefioles entered nto the Separation Agreernent (the "Separation Agreement”) This agreement relates to the
separation of the Group and the Pefioles Group and governs certain aspects of the relatonship between the Fresnillo Group and the Pefioles Group
following the imitial public offenng in May 2008 (“Adrrussion”) The Separation Agreement provides for cross-indemnities between the Company and
Pefioles so that, in the case of Peffoles, it 1s held harmless aganst losses, dlaims and habalities {incuding tax habilities) property attnbutable to the
precious metals business of the Group and, ¢ the case of the Company, it 1s held harrmless by Pefoles against losses, claims and liabilities which are
not properly attnbutable to the precous matals business Save for any habiity ansing in connection with tax, the aggregate liability of either party
under the iIndemniaes shall not exceed U55250 million in aggregate

Peftoles has agreed toindernrufy the Fresnillo Group in relation to {i) any tax charge, subject to certain exceptions, the Company may incur as a result
of the Pre-IPO Reorgarusation {including as a result of a transaction following Admission of a member of the Fresnillo Group, prowided that Pefloles
has confirmed that the proposed transaction will not give nse to a tax charge, or as a result of a transaction of a member of the Pefioles Group on or
after Admission) the Glabal Offer or Admission and (i) certain tax aspects of certan other pre-Admission transactions Pedioles’ labiity under these
indemnities and in respect of general tax labilities ansing pre-Admission which are not properly attributable to the precous metals business of the
Fresnillo Group shall not exceed U5$500 rillion If a member of the Fresnillo Group forming part of Pefioles’ tax consolidation pays an Intra-group
dividend 1n excess of its CUFIN account after Admussion and 1s relieved of tax as a result of the consolidation, it 1s required to pay Pefioles an amount
in respect of that tax

28 RELATED PARTY BALANCES AND TRANSACTIONS

The Group had the following related party transactions dunng the years ended 31 December 2009 and 2008 and balances as at 31 December 2009 and
2008 During 2008, and as a result of the wutial public offenng of the Group, related party recervables and payables with members of the Pefloles Group
have been settled other than related party trade recewables ansing from the sale of the Group’s products to Met-Mex Pefioles S A B de CV, wath whom
trade 15 continuing

Related parties are those entites owned or controlled by the ultimate controlling party, those who have a minonty partkipation in Group companies,
and key management personnel of the Group

{a) Related party accounts recervable and payable

ACCOUNTS RECEIVABLE ACCOUNTS PAYABLE
As at 31 December As at 31 Decermber
2009 2008 2009 2008
Us$ thousands)

Trade
Met-Mex Pefioles, S A de CV 89,351 £0,423 - -
Other 434 68 315 668
Sub-total 89,825 60,491 37 668
Less-Current portion 89,825 60 491 375 668

Non-current porucn - - - -

Related party accounts recevable and payable will be settled in cash

Other balances with related parties

Year ended 31 December
2009 2008
(US$ thousands)

Silverstream contract
Industnas Pefioles, SAB deCV 298,659 318,268

The Silverstream contract can be settled in aither sitver or cash Detadls of the Silverstrearn contract are provided in note 15

{b) Prnnapal ransactons with affiliates, including Industnas Pefioles, the Company’s parent, are as follows
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Year ended 31 Decernber

2009 2008
{US$ thousarids)
Income
Sales 7
Met-Mex Peficles, S.A. de CV 821,578 723101
Interest on loans to related parties
Industnas Pefioles, S A.B de(CV - 1,863
Gther - 13
- 1,876
Otherincome o - o 659 - 2,820
Total income _ 822237 778,400

@ Figures do rot include hedaing losses

Year ended 31 December

2009 2008
(Us3 thousands)
Expenses
Administrative services
Servicios Industnales Peficles, SA. de CV 30,308 44,825
Servicios de Exploracacn, S A de CY 1,678 3,324
31,986 48,149
Trademark royalties
Industnas Peficles, SAB deCV - 31,232
Realised result on denvatives
Energy”
Termoelectneca Pefioles, S deRL.de CV 17,785 17,038
Interest on ioans from related parties
Minas Peficles SA.de CV - 5,864
Industnas Pefioles, SAB de CV - 3,064
: 8.928
Operating matenals and spare parts
_ Widecolne o _ } 2,977 2,870
Equipment repair and admimstrative services.
Servirrinas, S A de CV 2,427 2.241
Met-Mex Pefiolas, S A de CV 1,563 1.891
3,990 4,132
Other expenses 8,366 9,555
Total expenses 65,104 121,904

{¢} Compensation of key managernent personnel of the Group

Key management persannel include the members of the Board of Directors and the Executive Commuttee who receve remuneration




Year ended 31 December

2009 2008

(Us$ thousands)
Salanes and bonuses 3,624 2,322
Cther benefits 562 508
l‘otal compensation paldibg key management personnel . 4,186 2,830

includes amounts paid to directors disdosed in the Directors’ Remuneration Report

29 AUDITOR'S REMUNERATION

Fees due by the Group to s auditor dunng the year ended 31 Decernber 2009 and the year ended 31 December 2008 1s as follows

Emst & Young
Year ended 31 December
CLASS OF SERVICES 2009 2008
(US$ thousands)
Audit fees pursuant to legislation 1,738 1,677
Other services relating to taxation 107 26
Corporate finance services - 6,347
Lotal 1,845 8,050

‘"Corpomne.ﬁmmesemcesrah:emﬂ:elmof:hecwm whih are presented a5 a redis1On i the shore prerrsum account [refer to note 2G)

Cther than fees assocoated with the IPO, all fees are incuded in admimstrative expenses, within the other administrative expenses caption {refer to note 6}

30 NOTES TO THE CONSOLIDATED CASH FLOW STATEM

ENT

Year ended 31 December

Rotes 2009 2008
(Us$ thousancds)

Reconcihation of profit for the year te net cash

generated from operating activittes
Profit for the year 358,267 152,780
Adjustments to reconcile profit for the period to nat cash

inflows from operating activities
Depreaation 5 67,227 51,906
Employee profit shanng 8 24981 21,188
Deferred incorme tax 1 7,529 {18,007
Income tax expense " 91,622 145,143
Credit For ncome tax paid on dvidends 11 - {12,559}
Gain on sale of mining assets 9 - (1,391)
Loss on the sale of property, plant and equipment and other assets 9 144 372
Qther expenses 485 2,887
Met finance costs 10 237 1,654
Foregn exchange [gainytoss {9,468) 14,570
Difference between pension contnbutions paid and

amounts recognised in the income statement 2,174 1,614
Non tash movernent on derivatives 25,018 45,602
Changes in fair value of Siverstrearn El] (19,401} -
Working caprtal adjustments
{Increase)/decrease in trade and other recevables (50,495} 118,384
Decrease/(increase) in prepayments and cther assets 1,643 {1,102}
Decreasef(increase) in wwenctones 4,855 {2,158)
Increase in trade and other payables 6,162 14 430
Cash generated from operations 510,951 535,313
Income tax paid (102,347) (96,404)
Employee profit shanng paict {17,892} (24,243)
Net cash from operating actuvities 390,712 414,666
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There are no other sigraficant non-cash transactions other than those disclosed in note 9 and the deferred consderation element of the conaderation
paid for the actquisibon of the Noche Buena gold project as detailed in note 13

31 FINANCIAL INSTRUMENTS
{(a) Farr values
The fair value of financial assets and habidities, together with the carrying amounts shown in the balance sheet, are as follows

As at 31 December

CARRYING AMOUNT FAIR VALUE
2009 2008 2009 2008
(U5 thousands)

Financial assats
Cash and cash equivalents 312,192 211,985 32,192 211,985
Trade and other receivabies® 97,152 68,575 97,152 68,575
Avallable-for-sale financial assets 68,435 45,530 68,435 45,530
Sitverstrearm contract (note 15) 298,659 318,268 298,659 318,268
Denvatve financal instrurments 1,373 2,409 1,373 2,409
Financial habilities
Trade and other payables 36,071 33,228 36,071 33,228
Denvatve financial nstrurnents 95 14,068 95 14,068

1 rade and other recervables” inchudes the fair value of embedded dervatives ansing due to provssonal prang in sales contracts oFUSS 7) mebon a5 at 31 Decernber 2009 (008 US$4 0 midhon)
(b} Fair value hierarchy

The Group uses the foillowirg hierarchy for determining and disclosing the fair value of the finanaal instruments by valuanon technique

Level 1 quoted (unadjusted) pnces in active markets for dentical assets or habikties,

Level 2 other techniques for which all inputs which have a significant effect on the recorded far value are observable, either directly or indirectty, and
Level 3 techrigues which use inputs which have a significant effect on the recorded farr value that are not based on observable market data

The financal assets and babilities measured at far value are categonsed into the following fair value higrarchy as at 31 December 2009

As at 31 December 2009

Lavel 1 Level 2 Lavel 3 Total
(U535 thowusands)
Finanaal assets
Dervative finanaal instrurments
Forward foreign exchange contracts - 1,373 - 1,373
Sitverstreamn contract - - 298,659 298,659
- 1,373 298,659 300,032
Finanaal investrments available-for-sale
Quoted investments 68,435 - - 68,435
68,435 1,373 298,659 368,467
Financial habihties
Denvative finanaal instruments
Forward foreign exchange contracts - (95} - (95)
Embedded dervatives within sales contracts - - (3,348) {3,348)
- @) {3,348 B3

There have been no sigruficant transfers between Leved 1 and Level 2 of the farr value huerarchy, and no transfers nto and out of Level 3 far value measurements.
Silverstream contract

The farr value of the Silverstream contract 1s deterrmined using a valuation model {for further wiformaben relating to Sihverstream contract see note 15)
This denvative has a term of over 20 years and the valuation model utiises a number of Inputs that are not based on observable market data due to the
nature of these inputs arid/or the duravon of the contract, inputs that have a significant effect on the recorded fair value are the volume of sitver that
will be produced and sold from the Sabinas mine over the contract life, the future pnce of silver, future foreign excharge rates between the Mexcan Peso
and US Dodlar, future inflation and the discount rate used to discount future cash lows




The sensitvity of the valuanon to the inputs relating to market nsks, being the pnce of siver, foreign exchange rates, inflabon and the discount rate 15
disclosed »n note 32

The estrnate of the volume of sdver that will be produced and sold from the Sabnas mine requires estirmates of the recoverable siver reserves and re-
sources, the related production profile based on the Sabinas mine plan and the expected recovery of siver from ore muned The estimation of these inputs
1s subject to a range of operating assumpuons and may change over tme Estimates of reserves and resources are updated annually by Pefioles, the op-
erator and sole interest holder in the Sabinas mene and provided to the Company The production profile and estimated payable sitver that will recovered
from ore rmuned is based on the latest plan and estimates, also provided to the Company by Pefioles The inputs assume no interruption in producion
over the Iife of the Silverstream contract and production levels which are consistent with those achieved in recent years

Embedded denvatrves within sales contracts.

Sales of concentrates, precipitates and dore bars are *provisionally pnced” and ravenue is wwtially recognised using this provisional price and the Group's
best estimate of the contained metal Revenue s subject to final price and metal content adjustments subsequent to the date of delivery (see note 2 {s)}
This pnce exposure 1s considered to be an embedded denvative and 1s separated from the sales contract

At each reporting date the provisionally pnced metal cantent 1s revalued based on the forward selling pnce for the quotational penod stipulated in the
relevant sales contract The seling pnce of metals can be reliably measured as these are actively traded on international exchanges but the esbmated

metal content 1s a non observable input to this valuation

At 31 Decernber 2009 the fair value of embedded dervatives within sales contracts was USS$(3 3} milkon (2008 US$ 4 0 million) The revaluation effects of
embedded denvatives ansing from these sales contracts are recorded as an adjustment to révenue

{€} Hedging actwities- cash flow hedges

The Group enters into certain forward and option contracts in order to rmanage Its exposure to commodity price nsk relating to the sale of lead and zinc and
foreign exchange nsk assocated with costs incurred in Pesos and Euros Prior to 2008, the Group also histoncally entered into forward and option contracts
that were used to hedge prices realised from the sale of gold and siver production The carmying value of these denvative contracts 1s detailed below

« Commuodity contracts

At 31 December 2009, the Group does not have open commodity contracts that are used for base metals hedging

As at 31 Decernber 2008 2008
Price Fair
Term Tonnes per tonne value
(USs) {US$ thousands)
2inc forwards - US$ denorminated contracts 2009 900 1,845 547
Lead forwards - US$ denorminated contracts 2009 1,800 2,043-2,050 1,862

The Group historically entered into dervative transactions with the purpose of managing commaodity price risk assodated with the sale of geld and
siver These dervative hedging instruments wera terrrinated dunng the second half of 2007 resulting 1n a cash payment of US$81 3 milicn at the date
of termination The cumulative hedgirg losses relatng 1o the terminated hedging instruments were deferred in equity and redlassified to the income
statement when the forecast transaction occurs

Dunng 2009 pre-tax losses of US$25 0 million (2008 US$45 6 million) were recyded to the income statement wath respect to the dervatives terminated
1IN 2007 These amounts were included in revenue As at 31 Decenber 2009 there are no remaining pre-tax hedging losses related to these terrinated
denvatves

* Foreign currency contracts

As at 31 December 2009

2009
CONTRACT CONTRACT FAIR
TERM CURRENCY VALUE EXCHANGE RATE VALUE
{thousands) {US$ thousands)

Mexican Peso denominated forward contracts 2010 uss 21,000 MX$13 50 US51 to MX$14 13 USSI 1,185
Mexcan Peso denominated forward contracts 2010 uss 8.000 MX$13 11 USS1 to MX$13 53 USS1 (28)
Mexcan Peso denominated option contracts 2010 uss 10,000 MX511 50 USS1 to MX$12 00 USSY ()
Euro denominated forward contracts 200 EUR 5,508 US$1 40 EURET 188

Foreign currency hedging contracts held as at 31 Decermber 2009 have matunty dates from January 2010 to June 2010 corresponding with when the
hedged costs are expected to be incurred
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As at Decernber 2008

2008
CONTRACT CONTRACT FAIR
TERM CURRENCY VALUE EXCHANGE RATE VALUE
{thousaris) {US$ thousands)
Mexican Peso denominated forward contracts 2009 uUss 66,000 MX510 72 US$1 to MX$13 64 US$1 {13,838)
Mexxcan Peso denominated option contracts 2009 uss 80,000 MX$10 72 US51 to MX513 64 US31 {230}

Fareign currency hedging contracts held as at 31 December 2008 had matunty dates from Apnl 2009 to December 2009 corresponding with when the
hedged costs were expected to be mcurred

The following table summanses the maovements in deferred gains or losses gualifying for hedge accounting, on dervative instruments net of tax effects,
recorded in equity for the year

As at 31 Decemiber

2009 2008 '
(US4 thousands)

Beginning balance {26,408} (50,847)
Losses recycled to ncome statement in the year @ 34,038 45,602
Deferred tax recyced (9.531) (12,768)
Unrealised losses before tax ansing dunng the year 3918 {11,659)
Deferred tax on unrealised losses ansing dunng the year and taken

directly to equity {1,122) 3,264
Ending balance 895 (26,408)

“)Ofmenetlossesreqdedmmmme US$24 8 rridiron fosses were indiudexd m revenue and USS7 1 rmuthon losses in cost of sales (2008 US$45 6 mebon losses i reverse ond USSndin cost of sales)

32 FINANCIAL RISK MANAGEMENT

Overview

The Group's principal finanaal assets and habilities, other than derwatives, compnse trade recervables, cash, avalable-for-sale assets and trade payables
The Group enters into certain denvative transactions with the purpose of managing base metals commodity pree nsk and foreign exchange nisk Histort-
cally, the Group also entered into dervative transactions to manage precous metals commodity nsk but during 2007 these instruments were terminated
and the Group has assumed precious metals commodity price nsk exposure

The Group has exposure to the following nsks from its use of finangal mstruments

a)  Market nsk, Including foraign currency, commxdity price, interest rate Inflation rate and equity price nsks

b} Credit risk

< Lguidity nsk

This note presents Information about the Group's exposure to each of the above nisks and the Group's objectives, policies and processes for assessing and
managqing risk. Further quantitatve disclosures are induded throughout the finanaal statements

Pnor to the IPQ In May 2008 finanaial nsk was managed as part of the Pefloles Group, with the Pefloles Audit Committee having responsibility for its
oversight Subsequent to the IPO, these nsk management acuwbies are performed by the Fresnillo Group

The Board of Directors has overall responsibilicy for the establishment and oversight of the Group's nsk managerment framework

The Group's nsk managermient policies are established to identify and analyse the risks faced by the Group, to set appropnate nsk imits and controls, and
to monitor risks and adherence to imits. Risk management policies and systerns are reviewed regulary to reflect changes in market conditions and the
Group's activities. The Group through its traning and management standards and procedures, ams to develop a disuplined and constructive control
emaronment in which all employees understand thewr roles and obligations

The Fresnillo Audit Cormmuttee has responsibility for overseeing how management monitors cormphance with the Group’s nsk management polices and
procedures and reviews the adequacy of the nisk management frarmework in relation to the nsks faced by the Group The Audit Commuttee 1s assisted in
its oversight role by Internal Audit, which undertakes both regular and ad hot reviews of nsk management controls and procedures, the results of which
are reported to the Audit Commuttee
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(a) Market risk

Market nsk s the nsk that changes in market factors, such as foreign exchange rates, commeodity prices or interest rates will affect the Group's income
or the value of its financal Instrurments.

The okyective of market sk management Is to manage and control market nsk exposures within acceptable parameters, while optimising the return
on nsk

Foreign currency risk

The Group is exposed to foreign currency nsk on transactions and batances that are denominated in currences other than the US dollar (pnmanly the
Mexatan peso and UK pound stering) Transactions in foreign currenaies incude the purchases of services, fixed assets, spare parts and other items As a
result, the Group has financal kabilities denarminated in Mexican pescs and also holds cash and cash equivalents in both the peso and UK pound sterling

The following table dermonstrates the sensitvity of financial assets and finanaal habiities to a reasonably possible change in the US dollar exchange rate
compared to the Mexican peso, reflecting the impact an the Group's profit before tax and equity, with all other variables held constant It 1s assumed
that the same percentage change In exchange rates 1s applied to all apphcable exchange rates for the purposes of calculating the sensitmty with relation
to denvatve finanaal instruments

STRENGTHENING/(WEAKENING) EFFECT ON PROFIT EFFECT ON EQUITY
Year ended 31 December OF US DOLLAR BEFORE TAX INCREASE/(DECREASE) INCREASE/(DECREASE)
(Ls$ thousands) (Us$ thousands)
2009 10% 1,363 (2,741)
{10%) {1,666) 3,351
2008 10% (664) (4,339)
(10%) 712 4,955

In order to manage the Group’s exposure to foreign currency nsk on expenditure denormunated in Mexican pesos, the Group has entered into certain
forward and option derwvative contracts with matunty dates in 2010 (see note 31 for additional detail}

The following table demonstrates the sensitvity of finanaial assets and finanaal habilities to a reasonably possible change In the US dellar exchange rate
compared to the UK pound sterling on the Group's profit befare tax and equity, wath all other vanables held constant

STRENGTHENING/(WEAKENING) EFFECT GN PROFIT
Year ended 31 Decernber OF US DOLLAR BEFORE TAX INCREASE/(DECREASE)
(UUS$ thousands)
2009 10% {3,308)
(0%} 4,043
2008 10% (6.236)
(10%} 4,760

There 15 no impact on the Group's equity ather than the equivalent change in retained earmings
Foreign currency nisk - Siiverstream
Future foreign exchange rates are one of the inputs to the Silverstream valuatton model The following table demonstrates the sensitivity of the Siver-

stream contract valuation to a reasonably possible change in the Mexican peso as cormpared to the US dollar, with all other inputs to the Silverstream val-
uation model held constant. It s assumed that the same percentage change In exchange rates 15 applied to all applicable penods in the valuation model

STRENGTHENING/(WEAKENING) EFFECT ON FAIR VALUE
Year ended 31 December OF US DOLLAR INCREASE/(DECREASE)
{Us$ thousands)
2009 10% (5 467)
(10%) 6,681

Commodity nsk

The Group has exposure to changes in metals prices (speafically siver, gold, lead and zinc) which have a significant effect on the Group's results. These
pnces are subject to global econormic conditions and industry-related cydes.

Dunng 2009 and 2008 the Group entered into certain derivative instruments to manage base metals commodity price fluctuations, speafically anc and
lead {see note 31 for addinonal detail} Histoncally the Group used dervative nstruments to hedge against precous metals commodity pree fluctua-
tions This practice was discontinued in 2007, when the Group assumed precous metals commiodity risk exposure in resporise to favourable price trends

The table below reflects the aggregate sensitmty of financial assets and latlities to a reasonably possible change in gold and siver prices, reflecting the
impact on the Group's profit before tax with all other vanables held constant 1t s assumed that the same percentage change in gold and siver prices 15
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appled to all apphicable penods There 1s no impact on equity, other than the equivalent change In retained eamngs In both 2008 and 2009, the impact
these sensitmbies are pnmanly impacted by the Siverstream contract, whuch is only impacted by silver pnce: nsk.

INCREASE/ (DECREASE} EFFECT ON PROFTT
Year ended 31 Decernber tN GOLD AND SILVER PRICE BEFORE TAX INCREASE/(DECREASE)
(US$ thousands)
2009 15% 63,635
(15%) (63,635)
2008 15% 65,783
(15%) (65,783)

The following table demonstrates the sensitvity of financial assets and finangial hiabilities to a reasonably possible change i 2inc and lead prices, reflecting
the effect on the Group's profit before tax and equity, with all other vanables held constant It is assurned that the same percentage change in lead and
2inc prices Is apphed to all applhcable penods

INCREASE/{DECREASE) IN EFFECT ON PROFIT EFFECT ON EQUITY
Year ended 31 December LEAD AND ZINC PRICES BEFORE TAX INCREASE/{DECREASE) INCREASE/{DECREASE)
(US$ thousands) 54 thousands)
2009 15% - -
{15%) - -
2008 15% - (360)
(15%} - 360

Commodity price nsk - Silverstream

Future sitver price 15 one af the inputs to the Silverstream valuation madel The following table demonstrates the sensitvity of the Silverstrearn contract
valuation to a reasonably possible change in future siver prces, with ab other inputs to the Siverstrearn valuation model held constant. It is assumed
that the same percentage change in silver price 1s applied to all applicable penods in the valuation model

INCREASE/ {DECREASE) EFFECT DN FAIR VALUE
Year ended 31 Decernber IN SILVER PRICE INCREASE/(DECREASE)
(L153 thousands)
2009 15% 51,523
{15%) (51,523)

Commodity price nsk - Embedded denvatives within sales contracts

INCREASE/ (DECREASE) EFFECT ON FAIR VALUE
Year ended 31 December IN SILVER AND GOLD PRICE INCREASE/(DECREASE)
(L)S$ thousards)
2009 15% 12112
(15%) (12112

Interest rate nsk

The Group 15 exposed 10 Interest rate nsk from the possibiity that changes in interest rates will affect future cash flows or the fair values of its finanaial
Instruments, pnncipally relating to the Siverstream contract and cash balances held at the balance sheet date

The Group s earnings are sensitive to cthanges In Interest rates on ary floating elernent of the Group s interest beanng loans and borrewings As at 31
December 2009 and 2008 there were no Interest beanng loans and borrowangs outstanding

The following table demonstrates the sensitvity of all finanaal assets and finanoal habilines to a reasonably possibie change in interest rate applied to a
full year from the balance sheet date

SASIS POINT INCREASE/(DECREASE) EFFECT ON PROFIT
Year ended 31 December IN INTEREST RATE BEFORE TAX INCREASE/(DECREASE)
(US$ thousarids)
2000 100 {(11,674)
(100) 1327
2008 100 (17,142)
(100} 19,478
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There 1s no impact on the Group's equity other than the equnvalent change in retained eamings

The sensitvity shown in the table above primanly relates to the valuation of the Silverstream contract and a full year of interest on cash balances held
as at the year end

interest rate nsk - Silverstream
Future interest rates are one of the inputs to the Silverstream valuation maodel The following table demonstrates the sensibvity of the Silverstream

contract valuation to a reasonably possibla change in interest rates, with all other inputs to the Siverstream valuation model held constant It s assumed
that the same change In interest rate Is apphed to all applkable penods in the valuation model

BASIS POINT INCREASE/ (DECREASE) EFFECT ON FAIR VALUE
Year ended 31 Decernber IN INTEREST RATE INCREASE/(DECREASE)
(US$ thowsands)
2009 160 (14,796)
{100} 16,392

Equity pnce risk
The Group has exposure to changes In the pnce of equity Instruments that it holds as avallable-for-sale assets

The following table demanstrates the sensitvity of avallable-for-sale assets to a reasonably possible change in market prce of these equity instruments,
reflecting the effect on the Group's profit before tax and equity

INCREASE/(DECREASE) IN EFFECT ON PROFTT EFFECT ON EQUITY'
Year ended 31 December EQUITY PRICE BEFORE TAX INCREASE/(DECREASE) INCREASE/(DECREASE)
(US$ thousands) (US$ thousards)
2009 5% - 3,422
(5%) - (3,422)
2008 5% 184 2,092
(5%) (2,276) -

Inflation rate nsk- Silverstream

future nflation rates are one of the INputs ta the Siverstream valuation model The following table demnonstrates the sensitvity of the Silverstream
contract to a reasonably possible chanige in the inflation, with afl other inputs to the Siverstream valuation mode! held constant It 1s assumed that the
same change in inflation 1s applied to all applicable penods in the valuation madel

BASIS POINT INCREASE/ {DECREASE) EFFECT ON FAIR VALUE
Year ended 31 December {N INFLATION RATE INCREASE/(DECREASE)
{UsS$ thousands)
2009 100 1,886
(100} {1,830)

(b) Credit nsk

Exposure to credit nsk anses as a result of transactions in the Group's ordinary course of business and Is applcable to all financial assets. These financial
assets are trade and other recevables, cash and cash equivalents, the Silverstream contract and available-for-sale financial assets

The Group's polices are armed at munimising losses as a result of a counterparty's falure to honour its obligations. Indvidual exposures are montored
with custormers subject to credit imits to ensure that the Group's exposure to bad debts 1s not signuficant The Group's exposure to credit nsk 1s influenced
mainly by the ndmdual charactenstics of each counterparty The Group's financal assets are with counterparties with what the Group considers to have
an appropnate credit rating As disdosed i1 note 28, the counterparties to a signuficant proportion of these financial assets are related parties. At each
balance sheet date, the Group's financial assets were nesther impaired nor past due, other than “Cther recervables® as disdosed in note 17

The Group has a high concentration of trade recervables with one counterparty Met-Mex Peficles, the Group's pnmary customer throughout 2002 and
2008 A further concentration of aredit nsk anses from the Siverstream contract. Both Met-Mex and the counterparty to the Sitverstream contract are
subsidianes in the Pefoles group which currently owns 77 per cent of the shares of the Company and are considered by management to be of appropn-
ate gedit rating

Refer to note 17 for analysis of trade recevables ageing
For the penods prior to the IPO, Pefloles treasury polires required all of the Group's subsilianes to concentrate their surplus funds within the Pefioles

cash-pooling faciity for investrment managernent Following the IPO the Group's surplus furids are managed by Seracos Admiristratives Fresritlo, S A
de CV, which manages cash and cash equivalents investing in a nurmber of financial institutions In order to minirruse exposure to credit nsk, the Group
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only deposits cash and cash equivalents with finanaal institutions with a credit rating of P-1 {Mocdy s} and mxa- 1+ (Standard and Poors) and above, and
onty for penods of less than 30 days

The maxmum credit exposure at reporting date of each category of financial asset above 1s the carrying value as detaled in the relevant notes See note
14 for the maxmum credit exposure to available-for-sale financial assets, note 19 for cash and cash equivalents and note 28 for related party balances
with Met-Mex The maxmum credit exposure with relation to the Silverstream cantract Is the value of the denvative as at 31 December 2009, being
$298 7 milion

(c) Liquidity risk

Liquidity nsk 1s the nsk that the Group will not be able to meet its financial obligations as they fall due

Prior to the IPO the Group's hquidity was managed as part of the cash management of the Pefioles Group Subsequent to the IPO, the Group moni-
tors 115 nsk of a shortage of funds using projected cash flows from operattons and by monitoning the matunty of both its financal assets and habibties

The table below summarises the matunity profile of the Group s financal labiiies based on contractual undiscounted payments

(US$ thousarnds)

WITHIN 1 YEAR 1-2 YEARS 2-3 YEARS > 3 YEARS TOTAL
As at 31 December 2009
Trade and other payables 36071 - - - 36,071
Denvative financial nstruments — assets 30,187 - - - 30,3187
Dervative hnancial nstruments — habilities 18,000 - - - 18,000
As at 31 December 2008
Trade and other payables 33,228 - - - 33,228
Dervative finanaial instrurments — assets 2,928 - - - 2,928
Derwvative financial instruments - habilines 60,000 - - - 60,000

The payments disclosed for finanaal derivative instruments in the above table are the grass undiscounted cash flows However those amounts may be
settied gross or net The following table shows the corresponding estimated inflows based on the contractual terms

(US$ thousands)

WITHIN 1 YEAR 1-2 YEARS 2-3 YEARS > 3 YEARS TOTAL
As at 31 December 2009
Inflows 40,246 - - - 40,246
Outflows (48,187} - - - {48,187)
Net (7.941) - - - (7.941)
As at 31 December 2008
Inflows 51,205 - - - 51,205
Cutflows (62,928) - - - (62,928)
Net (11,723) - - - (11,723)

Management considers that the Group has adequate current assets and forecast cash from operations to manage hquidity nsks arising from current
liabiifies and non-current lakilities

Caprtal management

Pror to the (PO, the capital of the Group was managed as part of the capital of the Pefioles Group

Subsequent to the |PG, the pnmary objective of the Group's capital management 1s to ensure that it maintaing a strong credit rating and healthy capital
ratios that support its business and maximuse shareholder value Management considers capital to consist only of equity as disclosed in the balance sheet

In order to ensure an appropnate return for shareholder's capital invested in the Cormpany, management thoroughly evaluates all matenal projects and
potential acquisitions and approves them at its Executive Committee before submussion to the Board for ultimate approval, where applicable




INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF FRESNILLO PLC

We have audited the parent company financal statements of Fresnillo plc for the year ended 31 Decernber 2009 which
compnise the Parent Company Statement of Comprehensive Income, Parent Company Balance Sheet, the Parent Com-
pany Cash Flow Statement, the Parent Company Statement of Changes in Equity and the related notes 1 to 18 The
finanoal reporung framework that has been applied In their preparation Is applicable law and International Finanaial
Reporting Standards (IFRSs) as adopted by the European Umion and as applied in accordance with the provisions of the
Companies Act 2006

This report is miade solety to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Compa-
nies Act 2006 Our audit work has been undertaken so that we might state to the Company's members those matters
we are required to state to them i an auditor’s 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 repart, or for the opintons we have forrmed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

As explained more fully I the Directors’ Responstbilities Staterment set out on page 87, the directors are responsible for
the preparation of the parent compary finanoal statements and for being satisfied that they gve a true and fair iew
Our respons:bility 1s to audit the parent company finanaal statements in accordance with applicable law and Internatonal
standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's {APB's)
Ettucal Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts and disdasures in the financal statements sufficent to give rea-
sonable assurance that the financial staterments are free from rmaterial misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting polices are appropriate to the parent company's arcumstances
and have been consistently applied and adequately disdased, the reasonableness of sigruficant accounting estmates
made by the Directors, and the overall presentation of the financal statements

OPINION ON FINANCIAL STATEMENTS

In our opinion the parent company finanaal staternents

* give a true and fair view of the state of the company’s affawrs as at 31 Decernber 2009,

= have been properly prepared in accordance with IFRSs as adopted by the European Umion and as applied in accordance
with the provisions of the Companies Act 2006, and

= have been prepared in accordance with the requirements of the Comparues Act 2006

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006

In Gur epinion

= the part of the Directors’ Remuneration Report 1o be audited has been properly prepared in accordance with the Com-
panies Act 2006, and

* the information gven In tha Directors' Report for the finanaal year for which the finanaal statements are prepared 15
consistent with the parent company financal statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to

you If, In our opinion

« adequate accounting records have not been kept by the parent company, or retums adequate for our audit have not
been receved from branches not visited by us, or

* the parent company finanaal staternents and the part of the Directors’ Remuneration Report to be audited are not in
agreement with the accounting records and retums, or

« certain disdosures of directors' remuneration speafied by law are not made, or

« we have not receved all the mformation and explanabons we require for our audit

OTHER MATTER
We have reported separately on the group financial statements of Fresnillo plc for the year ended 31 Decemnber 2009

-k L
Graema Dacomb (Senmuwtory auditor)
for and on behalf of Emst & Young LLP
London
1 March 2010
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PARENT COMPANY STATEMENT OF

COMPREHENSIVE INCOME

for the years ended 31 Decernber 2009 and 2008

Notes 2009 2008
{Us$ thousands)

Profit/(loss) for the year 1,475,296 {1,462,593)

Fair value gain/{loss) on avallable-for-sale finanaal assets 7 22,830 {20,339)

Tax effect of farr value (oss)/gain on avalable-for-sale financal assets 5 {6,407) 5,695

Impairment of available-for-sale finanoal assets taken to income 7 - 4,936

Tax effect of impairment of available-for-sale financial assets taken to incorme - (1,382)

Net effect of available-for-saje financial assets 16,473 {11,090}

Other comprehensive income/(loss) for the year, net of tax 16,473 (11,090}
Total comprehensive income/(loss) for the year, net of tax, attributable

to equity shareholders of the Company 1,491,769 {1,473,683)




.
[T P ~

PARENT COMPANY BALANCE SHEET

as at 31 December 2009 and 2008

Notes 2009 2008
{Us$ thousands}
ASSETS
Non-current assets
Avallable-for-sale financial assets 7 68,435 45,530
Investments in subsidanes 5 7,092,908 5,366,624
Deferred tax asset 5 - 5,837
7,161,343 5,417,991
Current assets
Trade and other recevables 1 5.021 359,494
Denvative finanaal instrurnents 17 1,373 2,409
Cash and cash equivalents _ 9 36,625 57,117
43,019 419,020
Total assets 7,204,382 5,837,011
EQUITY AND LIABILITIES
Caprtal and reserves attnbutable to equity shareholders of the Company
Share capital 10 358,680 358,680
Share premmum 10 818,597 818,597
Merger reserve 10 5,681,583 4,358,400
Net unrealised gains/{losses) on avallable-for-sale finanaal assets 10 5383 (11,090)
Retained earrungs ) 10 302,137 243,539
Total equity 7,166,380 5,768,126
Non-current habihttes
Deferred tax lability 5 817 -
817 -
Current habilities
Interest beanng loans and borrowings 14 25,552 42,000
Dervative finanaal instruments 17 28 13,838
Income tax payable 5,858 9,963
Trade and other payables B . 12 5,727 3,08«1
37165 68,885
Total habihties A 37,982 68,885
Total equity and habilities 7,204,362 5,837,011

The finanaal staterments on pages 36 to 139 were approved by the board of directors on 1 March 2010 and signed on its behalf by

Jaime Lomahn
Chwef Executive Officer
t March 2010

—————
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PARENT COMPANY
CASH FLOW STATEMENT

for the years ended 31 December 2009 and 2008

Notes 2003 2008
(LSS thousars)

Net cash from operating activities 16 22,597 28,095
cash flows from investing activities
Purchase of avadable-for-sale finanoal assets 7 25 (39,752)
Capital contnbution to subsidianes (403,101) (35,699)
Cash received pursuant to the Merger Agreement - 21,681
Loans granted to related partes (10,548} (740,477)
Proceeds from repayment of loans granted to related parties 354,164 382,594
Interest received 11,657 15,499
Dmdends recerved 119,659 -
Other investing cash proceads 297 298
Net cash generated from/(used in) investing activities 72,105 (395,856)
Cash flows from finanang actvities
Loans granted by related parties 273,9% 65,396
Repayment of Joans granted by related parties {290,819) (429,911)
Issue of share capital - 100
Dnndends paid 11 (93,623} (42,203}
Shares 1ssued and paid pursuant to the Global Offer - 901,081
Transaction costs assocated with issue of shares - (46,597)
Interest pad {5,629} (1,664)
Settlerment of denvative contracts (7.511) -
Net cash (generated from)/used in financing acuvities _ {123,651) 446,202
Net {decrease)/increase in cash and cash equivalents during the year {28,949} 78,441
Effect of exchange rate on cash and equavalents 8,457 (21,324}
Cash and equivalents at 1 January 57,117 -
Cash and cash equivalents at 31 December 9 36,625 __st7

Non-cash transactions for the year

During 2009 there were no significant non-cash transactions

As disclosed In note 10, on 18 Apnil 2008 the Company becarne the holding company of the Fresnillo Group of companies through
the allotment and 1ssue of 634,270,000 ordinary shares paid up as to thesr norminal value Effective 24 Apnl 2008 the share capital

of the Company was reduced by US$317,135,000
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CHANGES IN EQUITY

for the years ended 31 December 2009 and 2008

TATEMENT OF

UNREALISED
GAINS/LOSSES ON
AVAILABLE-FOR-
SALE
SHARE SHARE MERGER FINANCIAL RETAINED TOTAL
NOTES CAPITAL PREMIUM RESERVE ASSETS EARNINGS EQUITY
US4 thousancds)
Balance at 1 January 2008 - - - - - -
Loss for the penod - - - - (1,462,593) (1,462,593}
Qther cornprehensive loss, net of tax - - - (11,050) - {11,090}
Total comprehensive loss for the penod - - - {11,090} {1,462 593} {1,473,683)
Issue of share capital 100 - - - - 100
Shares issued pursuant to the Merger Agreerment
on 18 April 2008 10 634 270 - 5,783,600 - - 6,423,870
Shares following capital reduction effective 24 April 2008 (317,135) - - - 317,135 -
Shares issued as part of Global Offer net of transactson casts 10 41,445 818 597 - - - 860,042
Transfer of reserves - - (1,431,200} - 1,431,200 -
Dividends paid - - - - {42,203) {42 203)
Balance at 31 December 2008 358,680 B18,597 4,358,400 (11,030) 243,539 5,768,126
Balance at 1 January 2809 358,680 818,597 4,358,400 {11 090) 243,539 5 768 126
profit for the year - - - - 147529 1,475,296
Other comprehensive income, net of tax - - - 16 473 - 16 473
Total comprehensive incorne for the year - - - 16,473 1,475,296 1,491,769
Transfer of reserves - - 1,323,183 - (1,323,183) -
Dwidends paid - - - - (93,515) (93 515)
Bal at 31 Dec ber 2009 358,680 818,597 5,681,583 5383 302,137 1.165.?:80
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NOTES TO THE COMPANY
FINANCIAL STATEMENTS

1 CORPORATE INFORMATION

Fresnillo plc ("the Company”) 1s a public hrmited ¢company registered In England and Wales and 1s the holding company for the Fresnillo subsidianes
detalled in note 6

On 14 May 2008 the Company’s shares were admitted to the Offiaal List of the United Xingdorn Listing Authonty (“UKLA’) and to trading on the mamn
market of the London Stock Exchange (this process being referred to as "the Global Offer® or the "Irival Public Offening” (*IPO™))

Pefioles 5 A B de CV (*Pefoles™) currently owns 77 percent of the shares of the Company and the ulomate contreling party of the Company 15 the
Ballleres farmily, whose beneficial interest is held through Pefioles The country of incorporation of Peficles 1s Mexce Copies of Peficles’ accounts can be
obtaned from www penoles com mx

In preparation for the Global Offer, Pefioles conducted a reorganisation, which completed on 18 April 2008, whereby the companies compnsing the
precious metals mirung business of Pefoles were reorganised under the Company (the “Pre-IPO Reerganisation’} As such, prior to 18 April 2008, the
Campany did not control the entities 1t acquired pursuant to the Pre-1P0 Reorgarisation

The prnmary actinty of the Company is as holding company for the Fresnilic Group of companies

The finanoal statements of the Company for the year ended 31 December 2009 were authonsed for 1ssue by the Board of Directors of Fresnillo plc
on 1 March 2010

2 SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation and stat t of compl (-]
The financal staterments of the Company have been prepared in accordance with International Finanoial Reporting Standards {IFRSs) as adopted by
the European Union as they apply to the financal statements of the Company for the year ended 31 December 2009, and in accordance with the
provisions of the Companies Act 2006 The Company's finanaal statements are also consistent with international Financial Reportng Standards as
1ssued by the International Accounting Standards Board

The finanaial staterments of the Company have been prepared on a historical cost basis, except for certain dervative financial instruments and
available-for-sale financal iInstruments which have been valued at fair value

The finanaal staterments are presented in US dollars {US$) and all monetary armounts are rounded to the nearest thousand (US$000) except when
otherwise indicated

The basis of preparaban and accounting policies used In preparing the financial staternents are set out below These accounting policies have been
consistently applied to all the penods presented unless otherwise stated

(b) Standards, interpretations and amendment

The accounting palices applied are consistent with those apphed in the preparation of the hnancal statements for the year ended 31 Decermnber
2008 except for the adoption of certain new standards, amendments and interpretations to exsbng standards Those that are applicable to the
Company are as follows

« |FRS 8 'Operating Segments' 15 appikable for annual penods beginrung on or after 1 January 2009 This standard introduces the “management
approach” to segment reportng IFRS B, which 1s mandatory for the Comparny’s 2009 financial informanon, requires the disclosure of segment
information based on the internal reports regularly reviewed by the Cornpany's Chief Operating Deusion Maker, as defined in IFRS 8, in order to
assess each segment’s performance and to allocate resources to them The adoption of this standard does not impact the Company’s financal
statermnents as segmental information s provided in the Company’s consolidated finanaal statements

e 1AS 1 (Revised} 'Presentation of Financial Statements’ 1s effective for financial years beginning on or after 1 January 2009 The standard separates
owner and non-owner changes in equity The statement of changes i equity now includes only detats of transactions with owners, with non-
owner changes in equity presented as a single line In addition, the standard mtroduces the statement of comprehensive income 1t presents all
iterns of recognised rkome and expense, either in one single statement, ar i1 twa inked statements The Cormpany has taken the exempuon
In section 408 of the Companies ACt 2006 not to disclose an Income Staterment,

* IFRS 7 'Financal instruments Disclosures' 1s apphicable for annual penods beginning on or after 1 January 2009 The amended standard requires
additional disdosure about fair value measurement and iquidity nsk. Fair value measurements are to be disclosed by source of inputs using a
three level hierarchy for each class of financial nstrument In addition, a reconaliation between the beginning and ending balance for Level 3 far
value measurernents 1s now required, as well as signiticant transfers between Level 1 and Level 2 far value measurements The amendments
also clanfy the requirements for liquidity nsk disdosures




(e)

(O]

s IAS 27 *Consohdated and Separote Financial Statements’- certain amendments are effective for inancal years beqinming on or after 1 January
2009 The amendments require that all dwidends from subsidianes, joindy controlled entines or assodates are recogrised in the income state-
ment Accordingly, all dvidends receved from subsidianies have been recogrused in the income staterment

Improvernents te IFRSs

In May 2008 and April 2009 the IASB 1ssued an ommibus of amendments to its standards, pamanly with a view to remowng iInconsistencies and danfying
wording There are separate transitional provisions for each standard None of the amendments that: are effective for the year ended 31 December 2009
had arty irmpact on the accounting polices, finanaal pesitan or performance of the Company None of the amendments that are effectve for the year

beginning 1 January 2010 are expected to have any impact on the accounting pobaes, finanaal position or performance of the Company

Significant accounting jud

g , astin and mptions

Many of the amounts incduded in the finanaal statements involve the use of judgement and/or estmation. These judgerments and estmates are based
on management's best knowledge of the relevant facts and arcumstances, with regard to pnior expenence, but actual results may differ from the
amounts inciuded in the financal statements

Information about such judgements and estirnation 151n the accounting policies and/or the notes to the finanoal statements.
Judgernents

Asreas of Judgernent, apart from thase involing estimatons, that have the most significant effect on the armounts recogrused in the financial state-
ments are

¢ Determination of funcnonal currency - note 2(d)
The determination of funchonal currency requires management Judgment, particularly where there may be several currenaes in which transac-
pons are undertaken and which impact the econormic envirenment in which the entity operates

Estimates and assumpbions
Signeficant areas of estimation uncertainty made by managernent in prepanng the consolidated finanaal informanion indude

*  Income tax - notes (o) and 5
Judgement 1s required in determiring whether deferred tax assets are recognised on the balance sheet Deferred tax assets, mcluding those ans-
ing from un-utlised tax losses require management to assess the lkelihood that the Company will generate taxable earmings in future penods,
In erder to utilise recogrused deferred tax assets Estmates of future taxable incorne are based on forecast cash flows from operations and the
application of existing tax laws in each junsdiction To the extent that future cash flows and taxable income differ significantly from estimates,
the ability of the Cormpany to realise the net deferred tax assets recorded at the balance sheat date could be impacted

*  Impairment of avatlable-for-sale assets - note 2(g)and 7
The Company classifies certain financial assets as avallable-for-sale and recognises movements in therr far value in equity When the far value
declines, management assesses the dechne in value to determine whether 1tis anwmparment that should be recognised in profit or loss. At 31
December 2009 no impawrment losses have been recogriised relating to the avadable-for-sale assets (2008 US$4 9 million}

*  jmparment and subsequent reversal of Impairment of Investments in subsidiaries - notes 2(e) and &

The Company assesses the investrments in subsidianes annually to determine whether any indication of impaimment exists Where an indicator
of impairmerit exsts, a formal esbmate of the recoverable amount s made, which 15 considered to be the higher of the far value less costs
to sell and the value in use A value In use assessment requires the use of esmates and assumptions such as long-term commodity prices,
discount rates, future capital requirerments, exploration potential and operating performance Fair value 15 determined as the amount that
would be obtaned from the sale of the asset in an arm's length transaction between knawledgeable and willing parties wWhere an impaiment
charge has previously been recognised, the Company assesses at the end of each reporting penod whether there is any indication that the im-
pairment loss may no longer exist or may have decreased I any such ndication exists, the Company estrnates the recoverable amount of that
Investrnent, requinng similar estimates and assumptions as those for detemmining animpairment charge At 31 December 2005 an Impaiment
reversal of US$1,323 2 million was recogrised (2008 impairment charge of US51,431 2 millon}

»  Valuation of dervative finanaal instruments - notes 2(g) and 17
Denvative financal instruments are iutally recogrused at fair value on the date on which a dernvative contract 1s entered Into and are subse-
quently remeasured at fair value Denvatives are valued using valuation approaches and methodologies apphicable to the specfic type of denva-
tive Instrument

*  Contingent habiities regarding daims from tax authonbies — note 13
By nature, contingencies will only be resolved when one or more future events occur or fail to occur The assessment of contingencies inherently
Involves the exeruse of sgnificant Judgerment and estmates of the outcome of future events.

Foreign currency transiation

The Company's finanaal staterments are preserited in US dollars, whach s the functional currency of the Company The furktienal currency for the Com-
pany ts deterrruned by the currency of the pnimary economic envronrment in which 1t operates
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Transactions denominated In currencies other than the funchional currency of the Company are translated at the exchange rate ruling at the date
of the transacton Monatary assets and labiities denominated in foreign currenaes are re-translated at the rate of exchange ruling at the balance
sheet date All differences that anse are recorded in the iIncome statement  Non-menetary sterns that are measured in terms of histoncal cost in a
foreign currancy are translated using the exchange rates as at the dates of the inibal ransactions Non-monetary items measured at fair value in a
foreign currency are ranslated into dollars using the exchange rate at the date when the farr valued is determined

Investments in subsidiaries

Subsidianes are entities over which the Carnpany controls operating and financal polinies, generally by owning more than 50% of voting nghts  In-
vestrments in subsidianes are recognised at acquisition cost less any prowision for impaimment.

At each reporting date, an assessment 1s made to deterrmuine whether there are any indicators of impairment  Where an indicator of irmpairment
exists, a formal estmate of the recoverable amount of the investrment in subsidiary 15 made, which 15 considered to be the higher of the farr value
less costs to sell and the value in use Far value 1s determined as the amount that would be obtained from the sale of the investment i an arm's
length transaction between knowledgeable and willing parties If the carrying amount of an iInvestment exceeds the recoverable amount, a provision
1s recorded In the iIncarme staternent to reflect the investment. at the recoverable amount

Where an impairment charge has previously been recogmised, an assessment 1$ made at the end of each reporting period whether there 1s any indi-
cation that the imparrment loss may no longer exist or rnay have decreased If any such indicabon exists, an esbmate of the recoverable amount 15
made Anmpaumment loss is reversed to the income statement to the extent that the increased carrynng value of the investment in subsidiary does
not exceed that that would have been determmined had no impairment loss been recogrised for the assat in prior years

Financial assets

Financial assets are recognised when the Company becomes party to contracts that give rse to thern and are classified as finanaal assets at fair
value through profit or lass, loans and recevables, held to matunty investmenits, or avadable-for-sale finanaal assets, as appropniate The Company
determines the dassification of its financial assets at iutal recogrition and re-evaluates this designation at each balance sheet date When financial
assets are recognised initially, they are measured at far value, plus, in the case of finanaal assets not at far value through profit or loss, directly
attnbutable transaction costs

Financial assets and habilities are affset and the net amount 1 reported in the balance sheet when there s a legally enforceabie right to set off the
recogrused amounts and there (s an Intention to settle on a net basis, of realise the asset and settle the habty simultaneously

Financial assets at fair value through profit or loss

finanaal assets classified as held-for-trading and other assets designated as fair value transactions through profit and loss on inception are induded
In this category Financial assets are dassified as held-for-trading if they are acquired for sale in the short term Dervatives are also classified as held-
for-trading unless they are designated as hedging instruments. Financial assets at fair value through profit or loss are carmed in the balance sheet at
farr value with gains or losses recogmised 0 the income staternent

Loans and recewvables

Loans and receivables are non-denvative financial assets with fixed or determinable payments that are not quoted in an active market, do not qualify
as trading assets and have not been designated as erther fair value through profit and loss or avallable-for-sale

After initial measurerment such assets are subsequently carmed at amortised cost using the effective interest method less any allowance for
impairment Gams and losses are recogrised In income when the loans and recevables are derecogmised or impaired, as well as through the
amorasation process

Current trade recevables are carried at the onginal invoice amount less provision made for impatrment of these recevables Long-term recervables
are stated at amortised cost.

Available-for-sale financual assets

Avallable-for-sale finanaial assets are those non-dervative financial assets that are designated as such or are not dassified in any of the preceding
categones and are not held-to-matuenty investments

Avallable-for-sale financial assets represent investments that have a quoted market price i an active markat, therefore a far value can be reliably
measured After iniial measuremnent, available-for-sale assets are measured at far value with unrealised gains or kosses baing recogrised as a
separate component of equity

Fair value

In deterrirung estrmated Fair value, investments in shares or portfolos of Iisted secunties are valued at quoted bid prces When quoted pnces on
an active market are not availabie {and for listed non-actively traded secunties), farr value s determined using a valuation technique Valuation tech-
ruques indude using a recent amm's length transaction, if avaidable, reference to the current farr value of another instrument that 15 substantially the
same, discounted cash flow analysis and opnion priang models If the range of reasonable fair value 1s significant and the probabilines of the vanous
estmates cannot be reliably assessed, the investment is not re-measured at fair value




(g) Impairment of inanaal assats

h

-

L0

The Company assesses at each balance sheet date whether a finanaal asset or group of financial assets 1s Impaired
Assets carned at amortised cost

If there 1s objective evidence that an impaimment loss on loans and recetvables camed at amorbsed cost has been incued, the amount of the kss s
measured as the difference between the asset's carrying amount andg the present value of estimated future cash flows (exduding future expected credit
losses that have not been incurred) discounted at the finanaal asset’s onginal effective interest rate (i e, the effective interest rate computed at inial
recognition) The carmyng amount of the asset 1s reduced through use of an allowarxe account The amount of the loss is recognised in profit or loss.

The Company first assesses whether objective evidence of imparrment exsts indmdually for financial assets that are indmdually sigrificant, and in-
draidually or collectwvely for financal assets that are not individually significant If it 15 determined that no objective endence of umpairment exsts for
an indivdually assessed financal asset, whether significant or not, the asset is included in a group of finanaal assets with sirmilar credit nsk charac-
tenstics and that group of financal assets 1s collectively assessed for iImpairment  Assets that are indwvidually assessed for impairment and for which
an impairment kass 15 or continues to be recogmsed are not induded in a collectve assessmeant of Imparment

If, in a subsequient penod, the amount of the Impairment loss decreases and the decrease can be related objectively to an event occurnng after the
umpairment was recognised, the previously recogrised impairment loss is reversed Any subsequent reversal of an impairment loss is recognised In
the income staternent, to the extent that the carryang value of the asset does not exceed 1ts amortised cost at the reversal date

In relation to trade recewables, a prowision for impairment 15 made when there s objective ewndence (such as the probability of insolvency or
sigruficant financial difficulties of the debtor) that the Company will not be able to collect all of the amounts due under the onginal terms of the
invoice The carrying amount of the receivable 1s reduced through use of an allowance account Impaired recevables are dereccgnised when they
are assessed as uncollectible

Available-for-sale financial investments

if an available-for-sale asset I1s Impaired, an amount compnsing the difference between its cost [net of any pnnapal payment and amortisation)
and 1ts current fair value, less any tmpaiment loss previously recogmised in the incorme staterment, 1s transferred from equity to the income
staterment In assessing whether there 1s an imparrment, the Group considers whether a dechine in fair value 1s either sigruficant or prolenged by
considenng the size of the decline in thus value and the histonc volatiity in changes i fair value Reversals in respect of equity Instrurments classi-
fied as avallable-for-sale are not recogrised in the iIncome staterment Reversals of impairment losses on debt instruments are reversed through
the income staterment If the increase In fair value of the instrument can be objectively related tc an event occurnng after the iImpairment loss
was recognised in the income staternent

Cash and cash equivalents

Far the purposes of the balance sheet, cash and cash equivalents cornpnise cash at bank, cash on hand and short-term deposits held with banks that
are readily convertible into known amounts of cash and which are subject to insignuficant nsk of changes nvalue Short-terrm deposits earn interest
at the respective short-term deposit rates between one day and three menths

For the purposes of the cash fow statement, cash and cash equivalents as defined above are shown net of outstanding bank overdrafts
Share Capital

Ordinary shares 1ssued by the Company are recorded at the net proceeds receed, which 15 the farr value of the considerabion recewved less costs that
are incurred in corinection with the share issue  The norminal par value of the shares issued is taken to the share capital account and any excessIs
recorded in the share premium account, nduding the costs that were incurred wath the share issue

Provisions

Provisions are recogrised when the Company has a present obligation (legal or constructive} as a result of a past event, 12 1s probable that an outfiow
of resources will be required to settle the abligation and a reliable estimate can be made of the amount of the obligation If the effect of the tme
value of money 1s matenal, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the tme value of money and, where appropriate, the nsks specfic to the hatility wWhere discounting s used, the increase in the
provision due to the passage of time 15 recognised as a finance cost

(K) Financial liailities

The Cormnpany recogrises finanaal lablives on its balance sheet when, and only when, it becomes a party ta the conractual prowsions of the instru-
ment Financal labilities are initially recogrised at the fair value af the consideration received, including any transaction costs incurred

financal assats and habihibes are offset and the net amount ts reported in the balance sheet when there s a legally enforceable nght to set off the
recognised amounts and there 15 an intention to settle on a net basis, or realise the asset and sette the bability simultaneousty
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Interest beanng loans and borrowings

all loans and barrowings are initially recogrised at the fair value of the consileration received less directly attnbutable transaction costs After initial
recognition, interest beanng koans and barrowings are subsequently measured at amortised (ost using the effective interest method Gans and
losses are recogrused In the income statement when the habilities are derecogrused as well as through the amortisation process

Contingences

Contingent habilities are not recognised in the financial Information and are disdosed in notes unless their occurrence s remote

Contingent assets are not recogrised in the financal information but they are disclosed in notes if they are deemed probable

(m)} Revenua recognition

(n)

(o)

Revenue 1s recognised to the extent that It 15 probable that econormic benefits will flow to the Company and the revenue can be reliably measured
Reveriue 1s measured at the far value of consideration receved excluding discounts, rebates, and other sales taxes

Trademark Royaities
Trademark royalty income 1s recognised only at the time when it 15 prabable that the amounts related to certain nghts will be receved
Interest income

Interest Icome Is recogrised as nterest accrues (using the effective Interest method, 1@ the rate that exactly discounts estimated future cash
receipts thraugh the expected life of the finargal Instrument to the net carrying amount of the finanoa asset}

Drvidend income
bividend income s recognised when the Company's nght to receive the payment 1s established
fFinanca incomae and costs

Finance ncome and costs compnse interest expense on borrowings, interest income on funds invested, gains and losses from the change in far
value of dervative instruments and the unwinding of the discount on provisions

Interest Incorne and costs are recognised as accrued, taking into account the effective yield on the asset or habiity
Income tax
Current inconte tax

Current income tax assets and llabilibes for the aument and pnor penods are measured at the amount expected to be recovered from or paid to the taxa-
tion authonties The tax rates and tax laws used to compute the amount are those that are enacted or substantvely enacted by the balarnce sheet date

Deferred income tax

Deferred iIncame tax 1s provided using the lability method on temporary differences at the balance sheet date between the tax bases of assets and
labiities and their carrying amounts for financal reporting purposes

peferred income tax habrities are recogrised for all taxable temporary differences, except

() where the deferred Income tax bability anses from the inibal recogrition of goodwall or of an asset or hiability i a transaction that ts not a busi-
ness combination and, at the time of transacuion, affects neither the accounting profit nor taxable profit loss, and

{i) i respect of taxable temporary differerves assoaated with svestments in subsidanes, assocates and interests n oint ventures, where the timing of
the reversal of the temporary differences can be controlled and it 1s probable that the temporary differences wall not reverse in the foreseeable future

Deferred incorne tax assets are recogrised for all deductible temparary differences, carry forward of unused tax credits and unused tax losses, to the
extent that It (s probable that taxable profit will be available against which the deducuble temporary differences, and the carry forward of unused |
tax credits and unused tax losses ¢an be ublised except

@ where the deferred income tax asset relating to deductible temporary differences anse frormn the imitial recogriion of an asset or habiity in a
transaction that IS net a business combination and, at the trne of the transaction, affects neither the accounting profit nor taxable profit or
loss, and

(i} 1n respect of deductible temporary differences assocated with investments in subsidianes, asso<iates and interests in joint ventures, deferred
INcome tax assets are recogrised only to the extent that it s probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be avallable against which the temporary differences can be utilised




The carmang amount of deferred iIncome tax assets is reviewed at each balance sheet date and reduced to the extent that it i1s no longer probable
that suffiuent taxable profit will be available 1o aflow all or part of the deferred iIncome tax asset to be utiised

Unrecogrused deferred income tax assets are reassessed at each balance sheet date and are recogrised to the extent that it has becarme probable
that future taxable profit will allow the deferred tax asset to be recovered

Deferred income tax assets and labilities are rmeasured at the tax rates that are expected to apply to the year when the asset 1s realised or the kability
1s settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date

Deferred Income tax relating to items recognised directly i equity IS recognised In equity and not in the income statement

Deferred income tax assets and deferred incorne tax habilities are offset, If a legalty enforceable nght exists to set off cument tax assets against cur-
rent income tax habilities and the deferred income taxes relate to the same taxable entity and the same taxation authonty

(p) De-recognition of financal assets and habilities

W

A finanoal asset or habikty 1s generally de-recogrused when the contract that gives nse to it s setthed, sold, cancelled or expires

Where an exssting financial hability 1s replaced by another from the same lender on substanually different terms, or the terms of an existing habihty
are substanually modified, such an exchange or modification 1s treated as a de-recognition of the onginal bability and the recognition of a new li-
abikity, such that the difference In the respective carrying amounts together with any costs or fees incurred are recognised in profit or loss

The difference between the carrying amount of a financial kabihty {or part of a financial lability) exunguished or transferred to another party and the
consideration paid, INcluding any non-cash assets transferred or habilities assumed, I1s recognised in the Income statement

Derivative financial instruments and hedging

The Company enters (nto derivative contracts in order to manage certain market nisks derived from changes in prices of base metals and foregn
exchange which impact the financial and business transactions of 1ts subsidianes Such denvative financial Insauments are nibially recogrised at far
value on the date on which a denvative contract 1s entered into and are subsequently re-measured at fair value Derwatives are camed as assets
when the fair value 15 positive and as iabilities when the fair value is negative

In the Group's cansolidated financal statements these derivative instruments are designated as cash flow hedges but for the purposes of the
Company's stand alone financal statements the related hedged items are not held by the Company, so do not qualify as cash flow hedges Any
gains and losses ansing from changes in fair value on denvatives during the year that do not qualify for hedge accounting are taken directly to
the income statement

Derwvatives are valued using valuation approaches and methodologies (such as Black Scholes and Net Present Value) 2pplicable to the speaific type of
dervative nstrumnent The farr value of forward currerky and commodity contracts s cakulated by reference to current forward exchange rates for
contracts with sirmilar matunty profiles

Embedded dertvatives
Contracts are assessed for the existence of embedded denvatives at the date that the Company first becomes party to the contract, with reas-

sessmant only If there 15 a change to the contract that significantly mod.fies the cash flows Embedded denvatives which are not dearly and dosety
related to the underlying asset, hability or transaction are separated and accounted for as stand-alone dervatives

(r) Dividend Distribution

(s)

®

Dividends payable to the Company's shareholders are recogrised as a lability in the financal statements in the period In which the dividends are
approved by the Company's shareholders

value added tax

Revenues, expenses and assets are recognised net of the amount of value added tax

The net arnount of VAT recoverable from, or payable to, the taxation authonty is induded as part of recewables or payables in the balance sheet
Borrowing costs

Finance costs are generally expensed as iIncurred except where they relate to the finanang of construction or development of qualifying assets requir-
ing a substantial period of oime to prepare for their iIntended future use

In the case of such qualifying assets, finance costs are capitalised up to the date when the asset 1s ready for its ntended use The amount of finarce
costs capitalised {befora the effects of income tax) for the pencd 15 determined by appinng the interest rate applicable to appropnate borrowings
outstanding dunng the pencd to the average amount of accumulated expenditure for the assers during the penod
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3 PROFIT OR LOSS ATTRIBUTABLE TO THE PARENT COMPANY

The profit for the Company Is US$1,475 3 mullion for the year ended 31 December 2009 (2008 US$1,462 6 mulllan loss) In accordance with the exernption
granted under section 408 of the Companies Act 2006 a separate Income staterment for the Company has not been presented

4 SEGMENT REPORTING

IFRS § ‘Operating Segments' introduces the management approach to segment reporting, which requires the disdosure of segment information based
on the internal reports regularly revewed by the Chief Operating Decision Maker i order 1o assess eath segment’s performance and to allocate resources
to themn

Segmental information 1s not presented In the Company's stand-alone financal staternents as this is presented in the Company's consaldated

financial statements

5 INCOME TAX

a) Income tax taken to equity

Year ended 31 December

2009 2008
{US$ thousands)
Deferred income tax refated to items charged or credited directly to equity”
Unrealised {gan)loss on available-for-sale assets {note 7} {6,407} 4,313
Income tax {charge)/credit rep9rted_m ﬂugty L I . o 4,313

(b) The movements in the deferred income tax (lability)/asset are as follows

Year ended 31 December

2009 2008

(US$ thousands)
Beginmng balance 5,837 -
Income statement {credit}/charge (247) 1,524
Unrealised {gainkloss on avallable-for-sale financial assets (6,407) 4,313
Er!dmg balance (817} _ 5.!_!37

Deferred income tax assets and llabilities are offsat when there is a legally enforceable nght to offset current tax assets against current tax liabilities and
when the deferred incormne tax assets and labilties relate to the same fiscal authonty

The amounts of deferred Income tax assets and habilives before offset as at 31 December considenng the nature of the tamporary differences are as follows'

As at 31 Decemnber

2009 2008
{US$ thousands)
Prepayments (12N (151)
Other payable - 33
Dervative financal instruments 21 260
Avatlable-for-sale finanaal assets @) 5,695
Net deferred tax balances e 5,837

(<) Unrecognised deferred tax on investrnents in subsidianes

The Company has not recogrused all of the deferred tax hability in respect of distnbutable reserves of its subsidianes because it controls them and only
part of the temporary differences are expected to reverse in the foreseeable future The temporary differences for which a deferred tax hability has not
been recognised aggregate to US$184 3 mullion {2008 US$132 3 milkon)

Business Flat Tax (“impuesto Empresanal a Tasa Umica” or “IETU")
€ffective 1 January 2008 a new alternativa rrurimum corporate incorne tax calted the Flat Rate Business Tax was introduced in Mexco to replace the

exsting business asset tax From this date companies are required to pay the greater of their mainstrearm corporate iIncome tax hability for the year or
ther lability to IETU




IETU 1s calaulated at the rate of 16 5% for the calendar year 2008, 17% for 2009 and 17 5% for subsequent years and applies to the sale of goods, rendenng
of ndependent services and termporary use or enjoyment of goads In calculating the charge to 1ETU, deductions are allowed for certain expenses incurred
In generating income

In respect of the Company, management has undertaken calculations to detemmne the impact of the new IETU provisions on the Company As a result of
such analysis, management has concluded that there should be no matenalimpact on the Company, other than a US$6 1 mdlion tax credit ansing under

1ETU that 15 recognised in 2009 since the mainstream corporate income tax habikity of the Company is forecast to be greater than the future potential
IETU charge Accordingly, no IETU liability should anse in the foreseeable future

6 INVESTMENTS IN SUBSIDIARIES

Year ended 31 December

2009 2008

(US$ thowsorads)
Beginning balance 5,366,624 -
Additions 403,101 6,797,824
Impairment - (1,431,200)
Reversal of impairment 1,323,183 -
Ending balance 7,092,908 5366,624

In 2008 an impairment loss of US$1,431 2 rulian was recogrused with respect to certan of the Company's Investments n subsidanes Recoverable value
was estimated by subsidiary which generally hold cne cperating mine or development project Recoverable value for investments in companies which
nclude operating rmines and projects under development was deterrmined on the basis of value in use using a discount rate of approximately 12% The
recoverable value of cther investments was based on estimated fair value less cost to sell

US$1,323 2 mulbon of this Impairment koss has been reversed i1 2009 The recoverable value as at 31 December 2009 was based on fair valug less cost to sell

The subsidiaries In which investrments are held as at 31 Decernber 2009 and 2008 are as follows

COUNTRY OF EQUITY

COMPANY INCORPORATION INTEREST

2009 2008
Minera Fresnillo, S A de CV Mexico 100 100
Minera Penmont, S deR L. deCv Mexico 56 56
Minera Mexcana La (énega, S A de(V Mexico 100 100
Minera Saucite, S A dedv Mexico 100 100
Minera Juanicipio, 5 A de Cv Mexio 56 56
Comeraalzadora de Metales Fresnillo, S A de CV Mexco 100 100
Exploraciones Mineras Parrefia, S A de CV Mexico 100 100
Minera El Bermeyal, S de RL dedV Mexico 56 56
Compafia Minera Las Torres, 5 A de CV Mexico 100 100
Fresnilo Management Serwices Ltd London 100 100
Fresbal Investments Ltd Canada 100 100
Servicios Administrativos Fresnillo, S A de CV Maxico 93 -
Fresnillo Peru 5 A.C Peru 100 -

As at 31 December 2008 the Company held an indirect interest in Sermcios Administrativos Fresnillo, S A de CV (incorporated n Mexico), which was wholty
owned by Minera Fresmilo, S A de CV Dunng 2009 Servicios Adrmiristrativos Fresmillo S A de CV issued new shares to the Company who now holds a 99%
equity interest Minera Fresnillo, S A de CV retains a 1% shareholding in Senncios Adrrunistrativos Frasnillo S A. de CV

7 AVAILABLE-FOR-SALE FINANCIAL ASSETS

Year ended 31 December

2009 2008

(US$ thousands)
Beginning balance 45,530 -
Shares obtained pursuant to the Merger Agreement on 18 Apnl 2008 - 26,117
Addibons 25 39,752
Farr value change e o - L B 22,880 B (20,339}
Ending balance 68,435 45,530

LEADLRSHIEF QUALNY SUSTAINAGLE GHROWTH

FINANCIALS



FRESNILLD PLL 2009 ANNUAL REPORT

NOTES TO THE COMPANY FINANCIAL STATEMENTS

In 2008 US$4 9 rilbon of losses recogrised in equity were redassified to the income staternent reflecting an impairment charge of the carrying value of

the related equity secunties. These secunties were conskered impaired due to a sgnificant reduction in market value
Available-for-sale financial assets include the following

As at 31 Decernber

2009 2008
(Us$ thousancs)
Equsty secunities-listed Canadian companies 68,435 45,530
Total i T 68435 45,530
The breakdown of the investrnents In equity securities held is as follow (number of shares)
|
MAG ENDEAVOUR FIRST MAGESTIC INTERNATIONAL ;
SILVER SILVER SILVER NORTHAIR '
CORP CORP CORP MINES, LTD
Number of shares held at 1 January 2008 - - - -
Shares obtained pursuant to the Merger Agreement
on 18 Apnl 2008 1,246,777 2,800,000 382,582 -
Additions 8,068,100 - - 84,499
Nummber of shares held at 31 Decembaer 2008 9,314,877 2,800,000 382,582 84,499
Additions - - - 397,714
Number of shares held at 31 December 2009 9,314,877 2,800,000 382,582 482,213

8 TRADE AND OTHER RECEIVABLES

Year ended 31 December

2009 2008

(US$ thowsands)
Loans and interest due from related parties (note 14} - 356,095
Other recewvables from related parties (note 14) 4,565 2,860
Prepayments 456 539
5,021 359,494

As at 31 December for each year preserited, other recevables from related parties were neither past due nor imparired In deterrmining the recoverability of a
recevabile, the Company perforrms a nsk analysis considennyg the type and age of the outstanding recevable and the credit worthiness of the counterparty

9 CASH AND CASH EQUIVALENTS

Year ended 31 December

2009 2008

{US$ thousands)
Cash at bank and on hand 523 2
Short-term deposits 36,102 57,115
cash and cash equwalent; T ) T T 36,625 T -5‘7.1;7

Cash at bank earns interest at floating rates based on daily bank deposits Short-term deposits are made for vanang periods of between one day and
three months, depending on the immediate cash requirements of the Company, and earn interest at the respective short-term deposit rates

148




10 EQUITY

Share caprtal and share premium

The authonsed and 1ssued share capital of the Company as at 31 December 2009 15 as follows

AUTHORISED ISSUED
CLASS OF SHARES NUMBER AMOUNT NUMBER AMOUNT
Ordinary shares each of US40 50 1,000,000.000 $500,000,000 717,160,159 $358,580,080
Stering Deferred Ordinary Shares each of £1 00 50,000 £50,000 50,000 £50 000

At 31 Decernber 2009, all ssued shares with a par value of $0 50 each are fully paid The nghts and obligations attaching to these shares are governed by
law and the Company's Artides of Assocation Qrdinary shareholders are entitfed to recerve notice and to attend and speak at any general meeting of
the Company There are no restnictions on the transfer of the Ordinary shares

The 5terling Deferred Ordinary Shares only entitle the shareholder on winding up or on a return of capital to payment of the amount pad up after repay-
ment to Ordinary shareholders The Sterling Deferred Ordinary Shares do not entitle the holder to payment of any dvidend, or 10 receve notice or to
attend and speak at any general meeting of the Company The Company may also at 1ts option redeem the Sterling Deferred Ordinary Shares at a pnce
of £1 00 or, as custodian, purchase or cancel the Stering Deferred Ordmary Shares or require the holder to transfer the Stering Deferred Ordinary Shares.
Except at the option of the Company the Sterling Deferred Ordinary Shares are not transferrable

The changes in share capital are as follows

NUMBER SHARE SHARE SHARE
OF SHARES CAPITAL CAPITAL PREMIUM
(£ thousands) {Us$ thousands) {US$ thousands)
Deferred Ordinary shares of £1 each 1ssued and fully pad
Ordinary shares issued to the initial shareholder 1 - - -
Allotment and issue of ordinary shares on 1 January 2008 49999 50 - -
Ordinary shares of £1 each 1ssued and fully paid prior to re-designation
as 90,000 £1 deferred ordinary shares on 4 March 2008 50,000 50 - -
As at 31 Decernber 2009 and 2003 50,000 50 - -
Ordinary shares of US$1 00 each 1ssued and fully pad
Shares Issbed pursuant to the Merger Agreermnent on 18 Apnl 2008 634,270,000 634,270 -
Ordinary shares pnor to capital reduction effective 24 April 2008 634,270,000 634,270 -
ordinary shares of US$0 50 each issued and fully paid
Shares following capital reduction effective 24 Apnl 2008 634,270,000 317135 -
Shares 1ssued and paid pursuant to the Global Offer dated 9 May 2008 82,890,159 41,445 859,636
Transaction cost assouated with issue of shares (41,039
As at 31 Dec;mber 2009 and 2008 717,160,159 358,580 818,597

Creation of Company and Pre-1IPO Recrganisation

The Cormpany was incarporated and reqistered in England and Wales on 15 August 2047 with an authonsed share capital of £100 dwvided into 100 ordinary
shares of £ 1 00 each 1 share of £1 00 was issued On 11 January 2008 the authonsed share capital of the Company was intreased to £50,000 and 49,999
shares were allotted and issued to Pefocles

On 4 March 2008 the authorised share capital of the Company was increased by the creaoon of 1,000,000,000 ordinary shares of US$1 00 each and the
50,000 ordinary shares of £1 00 each were re-designated as 50,000 deferred shares of £1 00 each The value of these Deferred Ordinary shares as reflected
in equity n US dollars was deterrruned at the exchange rate on this date

On 18 March 2008 the Company entered into a Merger Agreemnent with Compafha Fresnifio S A de CV, the then holding company of subsidanes con-
shtuting the precous metals murung business of Pefioles, completng the Pre-IPO Reorganusabion Pursuant to the Merger Agreernent, the Company
becarne the holding company of the Fresnillo Group subsidianes through the allotrment and 1ssue of 634,270,000 ordinary shares pawd up as to thew
norrenal value

Reduction of share capital
Effectrve 24 Apnl 2008, the share capital of the cormpany was reduced by US$317,135,000 in accordance with Chapter 2 of Part 13 of the Companies Act

2006, by cancelbing and exunguishung the paid up caprtal to the extent of US$0 50 upon each of the ordinary shares of US$1 00 The nominal value of eadh
of the ordinary shares of the Company, whether issued or urissued, was reduced to US$0 50
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Re-registration of the Company as a public company

0n 15 Apnl 2008 the Company was re-registered as a public company

Issuance of shares on IPQ

On 14 May 2008 the Company successfully completed its IPO and Listed on the Londen Stack Exchange A total number of 82,890,159 shares with a par
value of US$0 50 each were 1ssued at US510 87 for total praceeds of US$301 1 miflion Costs, net of deferred tax, refated to the issuance of new shares
taken against share premium amounted to US$41 0 rmulkon

Reserves

share premium

This reserve records the consideration premium for shares issued at a value that exceeds their nomunal value

Merger reserve

The merger reserve at 18 April 2008 represents the difference between the value of the net assets acquired as part of the Pre-IPQ recrganisation and the
nominal value of the shares issued pursuant to the Merger Agreement The rnovement n this reserve during 2009 represents a transfer from retamed
earnings following the reversal of an impairment charge relating to the Company’s Investrments in subsidianes

Unrealised gans/{losses} on availlable-for-sale financal assets

This reserve records fair value changes on availlable-for-sale investments, net of tax On disposal, the cumulative changes in fair value are recycled to the
income statement

Retaned earmings

This reserve records the accumulated results of the Company, less any distnbutions and dividends paid

11 DIVIDENDS PAID

The dividends declared and paid dunng the year ended 31 December 2009 and 2008, were as follows

US CENTS
PER ORDINARY SHARE AMOUNT
{US$ thousands)
Year ended 31 December 2009
Final dwvidend for 2008 declared and paid during the year' 77 55,364
Interim dividend for 2009 declared and paid dunng the year @ 525 37,651
- T 12 95 93,515
Year ended 31 December 2008
Intanm dwidend for 2008 declared and paid duning the year? 59 42,203
Y T T Taz203

The final dmdend for the year ended 31 Decermnber 2009 will be announced on 29 April 2010 No liability for this dwadend has been reflected in the
finanaal staternents at 31 December 2009

mTI'udedendwas approved by the Board of Directors on 20 February 2009 and paid on 27 May 2009
) Thes dmadersd wus approved by the Board of Directors 14 August 2009 and paid on 18 September 2009
B Thus ddend was approved by the Board of Duectors on 12 August 2008 and paid on 19 September 2008




12 TRADE AND OTHER PAYABLES

Year ended 31 December

2009 2008

(LS5 thousands}
Other taxes and contnbutons 1,858 2,140
Other payables to related parties (note 14) 3,132 830
Accrued expenses 737 114
5,727 3,084

The fair value of trade and other payables approximate their book values The Company's exposure to currency and iquidity nek related to trade and other
payables in disclosed in note 18

13 CONTINGENCIES

As at 31 December 2009 the Company has the following contingencies

(a) The Company s subject to various laws and regulations which, If not observed, could give nse to penalties

() Tax periods remain open to review by the Mexican tax authorities in respect of Income taxes for five years following the date of the filing of the

{©

corporate iIncome tax return, during which time the authonities have the nght to raise additional tax assessments induding penalties and interest
Under certain arcurnstances the reviews may cover longer penods

In addition, because a number of tax penods remain open to review by the tax authorities, there s a nsk that transactions, and in particular related
party transactions, that have not been challenged in the past by the authonties, may be challenged by them in the future, and this may result in
the raising of addihional tax assessments plus penalties and interest It 5 not practical to deterrine the amount of any such potential dams or the
likekhood of any unfavourable outcome However, management believes that its interpretation of the relevant legislation 1s appropriate and that
the Company has complied with all regulations and paid or accrued all taxes and withholdings that are applicable

On 8 May 2008, the Company and Pefioles entered into the Separation Agreerment (the “Separaticn Agreement”) This agreement relates to the
separation of the Fresnillo Group (*the Group”) and the Pefioles Group and governs certain aspects of the relationship between the Fresnillo Group
and the Pefioles Group following the imtial public offering in May 2008 {“Admission”) The Separation Agreement provides for cross-indemnnities
between the Company and Peficles so that, in the case of Pefioles, it 1s held hatmiless agast losses, clams and habiies (including tax habalities)
properly attnbutable to the precious metals business of the Group and, in the case of the Company, it 15 held harmless by Pefioles against |osses,
claims and labilities which are not property attributable to the precious metals business Save for any hability ansing in connection with tax, the ag-
gregate hability of erther party under the ndernnities shall not exceed Us$250 million in aggregate

Pefioles has agreed to indemnify the Fresnillo Group In relation ta (i} any tax charge, subject to certain exceptions, the Company may incur as a result
of the Pre-IPQ Recrganisauon (including as a result of a transaction following Adrmission of a member of the Fresnillo Group, prowided that Pefioles
has confirmed that the proposed transaction will not give rise to a tax charge, or as a result of a transaction of a member of the Pefioles Group on
or after Admission), the Global Offer or Admission and (i) certan tax aspects of certain other pre-Admission transactions Pefioles’ hability under
these Indemnities and in respect of general tax labilities ansing pre-Admission which are not properly attnbutable to the preciows metals business of
the Fresnillo Group shall not exceed US5500 million If a member of the Frasnillo Group forming part of Pefioles’ tax consolidation pays an intra-group
dvidend In excess of Its CUFIN account after Adrmission and 15 relieved of tax as a result of the consohdation, it 1§ required to pay Pefiales an amount
in respect of that tax
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14 RELATED PARTY BALANCES AND TRANSACTIONS

Related parties are those entities awned or controlled by the ultimate controlling party, as well as those who have a minonty parocipation in Fresniflo

Group companies Related party balances will be settled In cash

(a) Related party accounts recevable and payable

ACCOUNTS RECEIVABLE

31 December 2009

31 Decernber 2008

31 December 2009

ACCOUNTS PAYABLE
[US$ thousards)
31 December 2008

interest beanng loans and borrowings

Cormercializadora de Metales Fresnillie, 5 A de Cv -
Exploraciones Mineras Parrefia, 5 A. da CV -
Minera Fresnillo, S A de CV -

Trademnark royalties

Minera Fresnillo, S A de CV 4,249

Minera Mexicana La Cienega, S A de CV -

Other 101
R B T 4350

Administrative services

Fresnillo Managerment Services Ltd -

Other 215

Sub-total 4,565

Less-Current portion 4,565

Non-current portion -

355,395
700

356,095

1,847
470

2,317
543

338,955
358,955

Effective Interest rates on loans granted to and recewved from related parties are as follows

ACCOUNTS RECEIVAELE

20,752 -
4,500 42,000
25552 42,000
410 555
2,722 275
28,684 42,830
28,684 42,830

ACCOUNTS PAYABLE

31 December 2009 31December 2008 31 Decernber 2009 31December 2008
Comerclalizadora de Metales Fresnillo, S A de CV
in US dollars 578% 395% - -
N Mexican peso - - 958% -
Exploraciones Mineras Parrefia, S A de CV in US dollars 558% 395% - -
Minera Fresnillo, 5 A de CV in US dollars - - 567% 3 95%




(t) Prinapal transactions with affilates are as follows

Year ended 31 Decernber

2009 2008
US$ thowsands)
Income
Tradernark Royalties
Minera Fresnilio, S A. de CV 34,181 4,929
Minera Mexcana La Qienega, S A, de CV 6,059 20,012
- 7Sennaos Admtnistrativos Fresnillo, S A de CY 1,045 -
o _ o _ 41,285 _ 24,941
Interest on foans to related parties
Comercializadora de Metales Fresnillo, S A deCV 11,102 14,73
Other 72 315
e - 11,174 12,046
Other mcome
Minera Fresnillo, 5 A de CV 5,266 -
Other 154 62
_ o o 5,420 B 62_
Total Income 57.879 37,049

Year ended 31 December

2009 2008
(US$ thousands)
Expenses
Administrative senices
Servicios Adrministrativos Fresnille, S A de CV 2,293 1,080
Fresnillo Management Services Ltd 1,735 640
4,028 1.720
interest on loans from refated parbes
Industnas Peficles, S A.B de CV - 1,430
Cther 5,626 222
_ - L 5.626 i 1,652
Other expenses
Servicios Admmnistrativos Fresnillo, SA de CV 2,030 -
Minera Saucko, S A deCV 5,108 -
Other 22 174
7,160 . 174
Total expenses 16,814 3,546

15 AUDITOR’'S REMUNERATION

The auditor's remuneration for the Company was US$1 0 million (2008 US$1 ¢ millkon} in respect of the audit of its finanaal statements together with a

proportion of the fees in relation to Fresnillo Group audit

Fees paid to Ernst & Young LLP and Its associates for non-audit services to the Company itself are not disclosed in the stand alone financial statements

because Group financial statements are prepared which are required to disclose such fees on a consolidated basis
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16 NOTES THE CASH FLOW STATEMENT

Year ended 31 Decemnber

Notes 2009 2008
(Us$ thousands)

Reconciliation of profit for the year to net

cash generated from operating actvities
Profit/{loss) for the penod 1,475,296 (1,462,593)
Adjustments to reconcile profit for the period to

net cash inflows from operating activities
Imparrment (reversal)/charge 6 (1,323,183) 1,431,200
Incorme tax expense 5,538 23,928
ather (income)/expenses (115,957 5,607
Net finance income (9,824} (2,406)
Foreign exchange loss 2,874 25,882
Working capital adjustments
(Increase)/decrease 1n trade and other recevables {1,656) 11,278
Decrease/(increase) in prepayments and other assets 100 (884}
Increasef{decrease) in trade and other payables 2,634 (2,871}
Cash generated from operations 31,822 29,141
Incorme tax paid (9,225) (1,048)
Net cash from operating activities 22,597 28,095

17 FINANCIAL INSTRUMENTS

a) Fair values

The fair value of financal assets and labilities, together with the cartying amounts shown In the balance sheet, are as follows

Year ended 31 Decemnber

CARRYING AMOUNT FAIR VALUE
2009 2008 2009 2008
{US$ thousarnds)

Financial assets
Cash and cash equivalents 36,625 57,117 36,625 57,117
Denvative financal instruments 1,373 2,409 1,373 2,409
Other recewvables 4,565 358,955 4,565 358,955
Available-for-sale financial assets 68,435 45,530 68,435 45,530
Financial habilites
Interest bearing loans and borrowings 25,552 42,000 25,552 42,000
Trade and other payables 3,132 830 3,132 330
Denvative financial nstruments 28 13,838 28 13,838

(b) Fair value hierarchy

The Company uses the following hierarchy for determiming and disdosing the fair value of the financal instruments by valuation technique
Level 1 quoted (Unadjusted} prices In active markets for identical assets or habiiues,
Level 2 other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or indirectly, and
Level 3 techruques which use inputs which have a significant effect on the recorded fair value that are not based on observable market data

The finanaal assets and labilities measured at fatr value are categonsed into the following fair value hierarchy as at 31 Decernber 2009




Year ended 31 Decemnber

LEVEL 1 LEVEL 2 LEVEL 3 TOTAL
{Us$ thousands)

Financaal assets
Dervative financial instrurments
Forward foreign exchange contracts - 1,373 - 1,373
Financal investments avafable-for-sale
Quoted investments 68,435 - - 68,435
Other financial assets
Trade and other receivables 4565 - - 4,565
N T T T T T 73000 13 - 74,373
Financial habilities
Derwative finanaal instruments
Forward foreign exchange contracts - (28) - (28)
Other finanaal habilities
Trade and other payables (3.132) - - (3.132)

ettt T T T (3.;23;)‘ i (28) M (3,160)

There have been no significant transfers between Level 1 and Level 2 of the fair value hierarchy, and no transfersinto and out of Level 3 fair value measurements

{c} Derwative financial mstruments

The Company enters Into certain forward and option contracts In order to manage Its exposure to commodity price risk relatng to the sale of lead
and zin¢ and foreign exchange nsk arising from the activities of 1ts subsidianes In the Group’s consoldated financial statements these denvatives are
designated as cash flow hedges but for the purposes of the Cormpany's stand alone financial statements the related hedged iterns are not held by the

Company, so do not qualify as cash flow hedges

» Commodity contracts

At 31 Decemnber 2009, the Company does not have open commadity contracts

As at 31 Decermber 2008

PRICE FAIR
TERM TONNES PER TONNE VALUE
[uss) (USS thousards)
Zinc forwards — US$ denominated contracts 2009 900 1,845 547
Lead forwards - US$ denorminated contracts 2009 1,800 2,043 - 2,050 1862
o Foreign currency contracts
As at 31 Decermber 2009
CONTRACT CONTRACT FAIR
TERM CURRENCY VALUE EXCHANGE RATE VALUE
(U5 thousands)
Mexican Peso denominated forward contracts 2010 uss 21,000 MX4513 S0 USSL to MX514 13 USS1 1,185
Mexican Peso denominated forward contracts 2010 uss 8,000 MX513 11 US51 to MX513 53 US$1 28y
Eurc denorminated forward contracts 2010 ELR 5,508 Us$1 40 EVR1 188

Foreign currency hedging contracts held as at 31 December 2009 have matunty dates from January 2040 to June 2010 corresponding with when the Peso
and Euro denominated costs are expected to be incurred by the Company's subsidianes
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As at Decermber 2008

CONTRACT CONTRACT FAIR
TERM CURRENCY VALUE EXCHANGE RATE VALUE
[US$ thouwsands)
Mexican Pesa dencrminated forward contracts 2009 uss 60,000 MX51¢ 72 USS1 to MX$13 64 US$1 (13,838)

Foreign currency hedging contracts held as at 31 Decernber 2008 had matunty dates from January 2609 to December 20089 corresponding with when the
Peso dencrminated costs were expected to beincurred by the Carnpany’s subsidianes

18 FINANCIAL RISK MANAGEMENT
Overview

The Company's pnncipal financial assets and habilities, other than denvatives, are compnsed of trade recevables, cash, avallable-for-sale assets and trade
payables

The Company enters into cartain denvative transactions with the purpose of managing base rmetals cornmadity pnce nisk and foreign exchange nsk arising
on the actvity ané transactions of 1ts subsidanes

The Company has exposure to the fallowing nsks from its use of finanaal instruments

a}  Market nsk, incuding foreign currency, commodity price, interest rate and equity price nsks
b) Credit nsk

<} Liguidity nsk

This note presents infarmation about the Company's exposure to each of the above nsks and the Company's objectives, polioes and processes for assess-
g and managing nsk Further quantitative disclosures are incuded throughout the finanoial staterments

Prior to the IPC in May 2008, finanaal nsk was marnaged as part of the Pefioles Group, wath the Peficles Audit Committee having responsibility for its
oversight Subsequent to the IPQ, these nsk management activities are performed by the Fresnilio Group

The Board of Directors has overall responsibility for the establishment and oversight of the Company nsk management framework

The Company's nsk management policies have been established to identify and analyse the nsks faced by the Company, to set appropnate sk lirmits
and centrols, and to monitor rnsks and adherence to limits Risk management polices and systems are reviewed regularly to reflect changes in market
conditicns and the Company activities The Company, through its traming and rnanagement standards and procedures, aims to develop a disciplined and
constructive control environment in which all employees understand therr roles and obligations

The Fresnillo Audit Committee has respansibility for overseeing how management monitors compliance with the Company nsk management policies
and procedures and reviews the adequacy of the nsk management framewark in relation to the nisks faced by the Company The Audit Committee Is as-
sisted In its oversight role by Internal Audit, which undertakes both regutar and ad hoc reviews of nsk management controls and procedures, the results
of which are reported to the Audit Committee

(a) Market risk

Market nsk 1s the nsk that changes in market factors, such as foreign exchange rates, commodity prices or interest rates wall affect the Company mcome
or the value of its financial instrurments.

The objective of market nsk management 15 to managa and control market nsk exposures within acceptable parameters, while optimising the return
on nsk

Foreign currency nsk

The Company Is exposed to foreign currency nisk on transactions and balances that are denominated in currenaes other than the US dollar (pnmarily the
Mexacan peso and UK pound stering) Transacoions in foreign currenaies include the purchases of services and other items  As a result, the Company has
financal hatwities denorminated in Mexican pesos The Company also holds cash and cash equivalents in both the Mexican peso and UK pound sterling

The following table demonstrates the sensitvity of financial assets and finanaal iabikties to a reasenably possible change in the US dollar exchange rate
compared to the Mexcan peso, reflecting the impact on the Company's profit before tax with all cther vanables held constant It 15 assumed that the
same percentage change in exchange rates 1s applied to all applicable exchange rates for the purposes of calculating the sensitvity with relation to denva-
ave financal instruments



STRENGTHENING/(WEAKENING)

EFFECT ON PROFIT

LEADERSHIP QUALITY SUSTAYTALLE GROWTH

Year ended 31 December OF US DOLLAR BEFORE TAX INCREASE/(DECREASE)
(US$ thousands)
2009 10% 1,210
{10%) (1,480)
2008 10% (426}
(10%) 520

There 15 no iImpact on the Company’s equity other than the equivalent change in retained earmings

The fallowing table dernanstrates the sensitvity of finanaal assets and finanoal habilities to a reasonably possible change in the US dollar compared to
the UK pound sterling, reflecting the impact on the Company's profit before tax, with all other vanables held constant

STRENGTHENING/(WEAKENING)

EFFECT ON PROFIT

Year ended 31 Decermber OF US DOLLAR BEFORE TAX INCREASE/(DECREASE)
{US$ thowsandds)
2009 10% (3.271)
(10%) 3,997
2008 10% (6,236)
(10%) 4,760

There 1s nc Impact on the Company's equity other than the equivalent change in retained earrungs

Commodity price nsk

The Comparny has exposure to changes in lead and zinc pnces as a result of commodity denvatives held

The following table dermonstrates the sensitivity of finanaal assets and financal liabilities to a reasonably possible change in zinc and lead prices, reflect-
ing the effect on the Company's profit before tax, assurming the same percentage change in prices underiying the valuation of dervatives, with all other

vanables held constant

INCREASE/(DECREASE) IN

EFFECT ON PROFIT

Year ended 31 December LEAD AND ZINC PRICES BEFORE TAX INCREASE/(DECREASE)
(US4 thousands)
2008 15% -
(15%) -
2008 15% (360)
{15%) 360

There Is no Impact on the Company's equity other than the equivalent change in retained earrings

Interest rate risk

The Company Is exposed to interest rate nsk from the possibility that changes in interest rates will affect future cash flows or the fair values of its financial
instruments The Company's earnings are sensitive to changes In interest rates on any floating elernent of the Company's interest beaning loans and
borrowings As at 31 Decernber 2009 and 2008 there were no floating rate interest beanng loans and borrowings

The following table demonstrates the sensitaty of all financial assets and financal bablines to a reasonably possible change in interest rate applied to a

full year from the balarke sheet date

BASIS POINT INCREASE/(DECREASE)

EFFECT ON PROFIT

Year ended 31 Decemnber IN INTEREST RATE BEFORE TAX INCREASE/(DECREASE)
(US5 thousands)
2009 100 11
(100) (11
2008 100 3,12
(100) (3,712)

There 1s no Impact on the Compariy's equity other than the equivalent change in retained earmings
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Equuity pnce risk
The Company has exposure to changes in the pnce of equity Instrurnents that it hoids as avalable-for-sale assets

The following table demonstrates the sensitvity of available-for-sale assets to a reasonably possible change in market pnce of these equity instruments,
reflecting the effect on the Company’s profit before tax and equity

INCREASE/(DECREASE) IN EFFECT ON PROFIT EFFECT ON EQUITY
Year ended 31 December EQUITY PRICE BEFORE TAX INCREASE/(DECREASE) INCREASE/(DECREASE)
(US$ thousands) {US3 thousards}
2009 5% - 3422
5%} - (3,422)
2008 5% 184 2,092
(5%} (2,276) -

(b) Credit nsk

Exposure to credit risk arises as a result of transactions in the Company's ordinary course of business and is applicable to alk financial assets These financial
assets are trade and other recewvables, cash and cash equivalents and avalable-for-sale financal assets

The Company's policies are amed at minimising losses as a result of a counterparty’s failure te honour its obligatieas Indmdual exposures are monitored
with customers subject to credit hrmits to ensure that the Company’s exposure to bad debts 1s not significant The Company's exposure to credit nskis
influenced mainly by the individual charactenstics of each counterparty The Company’s financial assets are with counterparties with what the Company
considers to have an appropriate credit rating At each balance sheet date, the Company s finanaal assets were neither impaired nor past due

For the penods prior to the IPQ, Pefioles treasury poliaes required all of the Group's subsidiaries to concentrate thewr surplus funds within the Pefioles
cash-pooling faality for investrment management Following the IPO the Company’s surplus funds are managed by Serwcios Administrativos Fresnilio,
S A de CV, which manages cash and cash equivalents investing in a number of financial insttutions, In order to minimise exposure to aedit nsk, the
Company only deposits cash and cash equivalents with finarcial institutions with a credit rating of P-1 (Moody s} and mxA-¥+ {Standard and Poors) and
above, and only for penods of less than 30 days

The maxmum credit exposure at reporting date of each category of finanaal asset above 1s the carrying value as detalled in the relevant notes See
note 7 for the maxmum credit exposure for available-for-sale investments, note 9 for cash and cash equivalents and note 14 for related party balances

(© Liquidity nsk

Liquidity nsk is the risk that the Cormpany will not be able to meet its financial obligations as they fall due The Company monitors its nsk of a shortage
of funds using projected cash flows and by moritonng the matunity of both its financial assets and habibties

The table below summanses the matunity profile of the Cornpany finanaal babilities based on contractual undiscounted payments.

(US$ thousands)

WITHIN 1 YEAR 1-2 YEARS 2-3 YEARS » 3 YEARS TOTAL
As at 31 Decemnber 2009
Interest beanng loans and borrowings 25972 - - - 25,972
Trade and other payables 3.132 - - - 3,132
Dervative financual Instruments — assets 30,187 - - - 30,187
Denvanve financial Instruments - habilities 8,000 - - - B.0C0
As at 31 December 2008
Interest beanng loans and borrowings 43,659 - - - 43,659
Trade and other payables 830 - - - 830
Derwvative finanaal Instrurments — assets 2,928 - - - 2,928
Dernvative finanoal iInstruments — habilities 60,000 - - - 60,000

The discosed finanqal dervative instrurnents in the above table are the gross undiscounted cash flows However those amounts may be settled gross or
net The following table shows the coresponding estirmated inflows based on the contractual terms




(US$ thousands)

WITHIN 1 YEAR 1-2 YEARS 2-3 YEARS * 3 YEARS TOTAL
As at 31 December 2009
Inflows 31,394 - - - 34,394
Qutflows (38,187} - - - (38,187}
Net {6,793) - - - (6,793)
As at 31 December 2008
Inflewys 31,205 - - - 51,205
Qutflows (62,928) - - - (62.928)
Net (11,723) - - - (11,723)

Managernent considers that the Company has adequate current assets and forecast cash from operations to manage liquidity nsks ansing from current
labiliies and non-current habilities

Capital management

Prior to the IPO, the capital of the Company was managed as part of the capital of the Pefioles Group

Subsequent to the PO, the primary objective of the Company’s capital management Is to ensure that it maintains a strong credit rating and healthy capi-
tal ratios that support its business and maximise shareholder value Management considers capital to consist only of equity as disdosed in the balance

sheet (n order to ensure an approprate return for shareholder's capital invested in the Company, management thoroughly evaluates all matenal pro)-
ects and potential acGuisitions and approves them at its Executive Committee before submission to the Board for ulmate approval, where applicable
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Fresnillo ple

OPERATING

STATISTICS

ORE PROCESSED SILVER
(tonnes} {grarms/tonne)

— 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
Fresnillo 2,197 819 2,207,282 2,312 691 2324575 2,471,657 5242 5190 4920 4940 486 &
Ciénega 587,683 673,448 718,726 751,143 780,881 113 4 687 340 462 745
Heradura 7 780,864 8,789,794  10,869.234 13,609,318 15,617,014 a5 09 10 cé 038
SuCIio 0 4] ¢ 1] 71170 0 [+] +] ) 3572

ZINC CONCENIRATL SILVER
(tonnes) {grams/tonne)

_ 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
“resnillo 23,850 27,522 24,102 21,922 22,317 2321 2,387 2,090 2,212 2,516
Qeneya 20,783 18,338 18,486 21,806 15,150 3 267 202 162 344
Herradur g 4] o 0 ¢} o 0 1] 0 0 0
Sauciio o 0 v} 0 165 ¢ ] V] 0 2,81

LLAD CONCENTRATE SILVER
{ronnes) {gramsstonne)

_ 2005 2006 2007 2008 2609 2005 2006 2007 2008 2009
Fresmullo 39,114 39,855 38,406 39,608 51,699 25,138 24,444 25586 25,064 19972
Ciénega 21,384 18,353 19,107 21795 16,092 2197 1,767 1382 1,123 2,567
Herradur.a 0 ] ) [} 0 9 4] 0 1] o}
Saudlzo 4] Q 0 a 1,250 0 o 0 o 17,937

DORL AND OTHER PRODUCTS
PRODUCT SILVER
(tonnes} {grams/tonne)

_ 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
{ignega pre.pitates 131 1.8 165 128 246 202,815 144,748 100 543 80,665 113,635
Hertadura doré 75 114 1338 131 172 120,455 371,677 483,722 419,249 469,606
Herradira slag 1452 192 2 3250 4206 452 & a08 1,437 3,429 3,255 2,939

WFTAL PRODUCED - ATTRIBUTABLE
SILVIR oOLD
(ounces) [ounces)

I o 2006 2007 2008 2009 2005 2006 2007 2008 2009
fresnulo 33,391,520 33434271 33.211,717  33,475904 35,002,727 27,98¢ 28943 25,728 23,553 24,086
Lieneya 1847 753 1,262,996 1,022,207 949,574 1 588 994 146 116 150,527 143,719 116993 103,510
Herradura 18,734 81,582 140 318 123,656 171,303 102,864 101,702 110,167 122,730 145510
Saudio 1] 4 4 1] 735,744 0 o ¢ Q 2,881
Fresndlo Total 35 258 007 34,778,849 34,374.242 34,549,134 37,498,769 276,961 281,171 279,614 263,183 275,987

MFTAL PRODUCED {ENCLUDING PRODUCTION FROM FRESNILLO & TAILINGS DAM)- ATTRIBUTABLE
SILVER LOoLE
[ounces) {ounces)
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
Fresmllo 33924 871 33658 884 33,520,617 33,775,660 35419848 28655 29245 26,246 24,008 24 634
Qénega 1,847,753 1,262,996 1022 207 943,574 1 588,994 146,116 150527 143,719 116,903 103,510
Herradu 3 18,734 81,582 140,318 123,656 171,303 102,864 101,702 110167 122730 145510
Saunto 9 0 [+] 0 735,744 1] 0 +] 0 2,821
Fresllo Toial 35,791,358 35,003,462 34 683,142 34,848 889 37,915,889 277,675 281474 280,132 263 640 276,584
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GOLD ZINC LEAD
(grams/tonne} %) %)

2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
059 060 93 047 o4 089 1T 0.83 [ 079 051 054 045 042 050
822 733 655 514 433 33z 243 215 232 164 213 150 139 1 46 100
a9 a8 075 072 068 0 0 0 0 0 [+ o ] [+] [

[} 0 o 0 153 0 o o] o 030 0 o L] [} 015
GOLD ZINC LEAD
(grams/tonne) (¢ 3] {%}

2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
37 36 31 29 27 526 5213 512 515 516 0 0 0 Q 9
131 124 114 79 71 529 528 518 515 525 Lt] 0 0 o o

0 0 Q 0 0 ¢ 0 0 1} 0 0 0 0 Q 0
2} 0 0 ¢ 73 4] Q o] 0 387 0 o] 4] o] 0
GOLD Zing LEAD
(grams/tonne) (%} (%)

2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
200 201 189 169 133 ¢ 0 Q L] 0 234 266 240 219 214

1740 2133 1920 1342 149.3 0 Q9 o 0 0 459 415 97 418 380

0 0 o 1] 0 o a o 0 o /] v} v} 0 o
0 0 ¢ [ 707 0 ] 4] Q ¢ Q o} 0 0 70
GOLD
(grams/tonna)

2005 2006 2007 2008 2009

42170 44,775 35,409 28564 20,944
701,704 453639 390,309 41BBO0 395547

2,892 2,251 2,245 3,147 2,613
ZINC LEAD
(ronnes) {ronnes)

2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
12,542 14,381 12,349 11,277 11,510 4,932 10,611 9,219 8,685 11,058
10,995 10205 9,571 11 237 7,950 9,813 7,617 7,958 9109 5118

] ] ) ¢ Q 0 0 o [ 0
] 4] 0 o 65 0 0 4] ] 88
23,537 24,586 21,920 22,515 19,526 19,744 18,227 17,177 17,793 17,264

LINC LLAD
{tonnes) (tonnes)

2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
14,738 14 792 12,349 11,277 11510 9,932 10611 9,219 8,685 11058
10,995 10,205 9571 11,237 7.950 9,813 7617 7,958 9,109 6118

Q 0 0 L] Q 0 [+ o ¢ 0
a 0 0 0 65 o [+ 0 ¢ 88
25,133 24,997 21,920 22515 19,526 19,745 18,228 17177 17,793 17,264
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RESERVES AND RESOURCES TABLES

FRESNILLO PLC 31 DECEMBER 2009 CONSOLIDATED MINERAL RESOURCE STATEMENT

RESQURCE CATEGORY CUT-OFF GRADE MEAS & IND INFERRED SILVER GOLD LEAD ZINC SILVER GOLD LEAD ZINC
(M) (M) __laor) (gp1) (%) %) {Moz) (Maz) (ML) {Mt)
MINERA FRESNILLO

Fresnillo

Measured 88 gpt AgEq 9 32 742 073 070 124 2223 0219 0085 0116

indicated 88 gpt AgEq 25 26 327 061 173 344 2655 0495 0437 0889

San Julidn

Indicated (Veins) 30 gpt Au-Eq 251 182 202 — — 147 Q163 —_ —_

Indicated (Disseminated)* 150 gpt Ag-Eq 5 57 207 009 059 154 370 0016 0033 0086

Megasured & Indicated 42 66 393 0 65 125 2 51 539 6 0893 0535 1070

Fresnillo

Inferred 88 gpt AgEq 1812 250 043 074 106 1456 0250 0134 0192

San Julidn

Indicated {Veins)* 3 0gpt Au-Eq 214 175 2 36 -_ -_ iz 1 0163 - —

Indicated (Disseminated}) 150 gpt Ag-Eq o 1138 196 Q09 054 153 "z 0033 0061 0174

Inferred 31 64 225 0 44 062 1.16 229 4 0446 0 195 0366

MINERA SAUCITO

Indicated* 200 gpt Ag-Eq 725 528 2N QB0 138 123 2 0562 0058 Q101

Measured & Indicated 725 528 2 41 0 80 139 123 2 0562 0058 0101

(nferred- ~ 200gpt Ag-Eq_ o 1445 350 148 _ 129 200 1625 0652 0186 0289
7 MINERA JUANICIPIO®D B o o

Indicated 200 gpt Ag=kq___ 180 o 824 203 289 461 478 0118 0052 0083

Measured & Indicated 1 80 824 203 289 461 478 0118 0052 0083

Inferred 200 gpt Ag-Eq 349 495 174 185 323 555 0195 00653 O 113

MINERA CIENEGA i

Measured 1 63 gpt AuEq 403 102 420 119 179 132 0544 0048 0072

Indicated 1 63 gpt Aukq 8 48 100 34 o077 124 273 0929 0065 0105

Mcasured & indicated o 12 51 o 101 367 09 142 405 1474 _0 113 0177

Inferred {Ciénega) 163 gpt Aukq 357 79 352 064 107 91 0404 0023 0038

Inferred {San Ramodn) 2 1 gpt Au-Eq 479 428 258 050 09 66 ¢ 0397 0029 0044

Inferred e e 836 279 298 056 _0.98 751 0801 0047 0082

o MINERA PENMONTD

Herradura (Disseminated)

Measured 0 20 gpt Au 40 29 025 065 - — 03 0 842 - —

Indicated 020 gpt Au 46 50 025 064 - - 04 0 957 - —_

Scledad & Dipolos

(Disseminated)

Measured 030 gpt AU 22 28 - 064 — — — 0 458 — bt

Indicated Q¢ 30 gpt Au 17 89 — 060 - - — 0 345 _— —

Measured & Indicated _ i 12696 017 _ o064 - - 07 2602 —  —

Herradura (Drssemlnated)

Inferred ¢ 20 gpt Au 17 25 025 055 - — 01 0 305 - -

Harradura (Veins)

Inferred 30 gpt Au 326 — 433 - - — 0454 — -

Soledad & Dipolos

(Disseminated)™

Inferred 0 30 gpt Au 905 — 057 —_ — — 0 166 ot —

Inferred 29 56 015 097 - - 01 0925 - —

MINERA PARRENA

Indicated {Veins) 4 0 gpt Au-Eg 070 142 416 - — 32 0 094 - -

Measured & Indicated o 070 __ 142 416 = — 32 0094 - -

Inferred (Veins)® 4 0 gpt Au-Eq 169 116 389 - — 63 o211 - —

Inferred (Disserminated) 0 79 gpt Au 97 49 2 157 - - 51 4933 - -

Inferred o 9% 18 4 161 = - 11 4 5 144 -_ —_

B voraLs®!
Maasured & Indicated 191 88 122 033 0 39 075 755 0 5743 0758 1431
Inferred 186 69 89 136 026 045 5340 8164 0493 0849

) Mineral resources are reported inclusive of rmineral reserves Mineral resources are nat mineral reserves and do not have demonstrated econormic wiability All figures are rounded

to reflect the relative accuracy of the estmates Gofd siver fead and znc assays were capped where apgropriate Mineral resources are reported at veriable metal equrvalent

cut off grades based on metal price assumptions as follows Gold US$B19 22 per oz Silver U5$14 09 per oz Lead US$0 95 perlb and Zinc USST 08 per (b and appropriate

metallurgical recoveries

@ Mineral resources quoted reflect Fresrllo plc 5 attributabie 56% ownership

DY rhe muneral resources of the Soledad-Dipolos deposits have not been sudited by SRK

“ Cut off grade calculations assume 100% metal recovery except for Minera Parrefia dissemmated where gold recovery of 68% ond 45% were considered for oxide and sulfide mate

nal respectively
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FRESNILLO PLC 31 DECEMBER 2009 CONSOLIDATED MINERAL RESERVE STATEMENT

RESERVE CATEGORY PROVEN & PROBABLE SILVER GOLD LEAD ZINC SILVER GOLD LEAD ZINC
{Mt) (ial:l {gpt) {x) {%) {Moz) {Moz) £{D00s) t{000s)

Minera Frasnillo

Proven 756 494 047 0 46 o78 1201 01 348 590
Probable 23 97 288 56 163 322 2219 04 3907 771 8
Proven & Probable 3153 338 054 135 263 342 0 05 4255 8308
Ciénega

Proven 318 95 357 0 9% 146 97 04 315 46 4
Probable 7 37 N 350 072 110 21 6 0sg 531 811
Proven & Probable 10 55 92 352 08 121 31 3 12 84 6 1275
Herradura'®

Proven 40 29 025 065 0 L] 03 08 ] 4}
Probable 46 50 025 0 64 0 0 04 10 Q 9
Proven & Probable 8679 025 064 0 o 07 18 0 ]
Soledad/Dipolos!¥@

Proven 19 84 0 064 b} o} 0 04 1] o
Probable 16 04 1] 060 D o 0 03 0 V]
Proven & Probable 3588 4] 062 0 0 0 07 v} [+
Fresmllo plc Total

Proven T 5713 076 0Q9 g 15 130 173 66 105
Probable 94 80 81 084 047 09N 244 253 444 853
Proven & Probable 165 70 62 0 80 o3 058 374 426 510 958

* included in the audited minerai resource statement

m Mineral reserves quoted reflect the Fresmillo plc's attnbutable 56% ownership

@ 5SRK has not reviewed the techmcal econeruc study supporting the Soledad-Cipolos reserves For this reasan the Soledad-Dipolos reserves reported by Fresnillo plc have
not yet been audited by SRK
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GLOSSARY

Annual Report

The annual report of Fresndio ple for the year ended 31 Decernber 2009 and compnsing the Charman's Letter, Chief Executive’s Statement, Business Rewview, Direc-
tors Repart, Corporate Governance Report Directors Remuneration Report, the Financial Statements and accompanying notes

AGM or Annual Genera! Meeting

The annual general meeting of the Company which 1s scheduled to be held on 28 May 2010 at noon in the offices of Linklaters LLP at One Silk Street
London EC2Y 8HQ

Articies of Association
The artsdes of assoaation of the Company which tock effect on 1 October 2009

Audit Committee
The audit committea of the Board

Beneficiation plant
Faclity where extracted ore 1s reduced to particles that can be separated into mineral that is suitable for further processing or direct use

Board
The Board of Directors of the Company

CAMIMEX
Cdmara Minera de Méxco, the Mexcan Miring Charmber

Capex
Capital expenditures, expenditures not ctassified as operating Costs

CFE
Cormsidn Federal de Electnadad, the Mexcan state-owned electnc utility

o,
Carbon Dioxice

Combined Code
The Combined Code on Corporate Governance publshed by the financial Reporting Counal dated June 2006 as amended

Comax
US Commdity Exchange

Company [see also Fresmillo pic)
Fresniflo pk, a company incorporated under the Companies Act 1985 and registered in England and Wales with registered number 6344120

Concentrate
A metal-rch product resutting from a mineral ennchment process such as gravity concentration or flotation. 1n which most of the desired muneral has been sepa-
rated from the waste matenal in the ore

Concentrator
Equipment used i the reduction of ore

Consolidated Finandal Statements
The consokdated finanaal statements of the Company for the year ended 31 December 2009

Diluton
Waste, which is unavokdably mined with ore

Diamond dritling
A dniling method where the rodk is cut with a damond bit attached to hollow rods, it cuts a core of rock, recovered in iindncal sections for geologial analysis

Directors
The directors of the Carmpany

Dore
Dore bulbon 1s an impure alioy of gold and silver and 1s generally the final preduct of miming and processing, the dare bulhon will be transported to be refined to high
punty metat

DTR
The dsdosure and transparency rules made by the FSA

EBITDA
Gross profit plus deprecation induded within cost of sales, less adninstrative expenses and exploration expenses

EPS
The amount of attributable profit available to equity shareholders, as cakulated by dviding attnbutable profit for the penod by the weighted average number of
Ordinary Shares in issue dunng the penod

ETF
Exthange traded funds




Executive Committee
The executive commuttee of the Board

Executive Directors
The executive Directors of the Company

Exploraciones Minera Parrefia S.A. de C.V
A wholly-owned Fresnillo plc company that controks a number of exploraton prospects

Feasibility study

A comprehensive engineenng estimate of atf costs, revenues, equipment requirements and production levels likely to be actueved if a mine 15 developed, the study s
used to define the technial and economi viability of a profect and to support the search for project finanang

Financial Statements
The consolidated and parent company finanaal statements of the Company and accompanying notes for the year ended 31 December 2009

Flotation

A recovery process by which valuable rrunerals are separated from waste to produce a concentrate, selected minerals are induced to becorme attached to ar bubbles
and float

Fresnillo Group [see also Group)
Fresnullo pk and its subsidiary undertakings

Fresnilio pk [see also Company]
A company incorporated under the Companies Act 1985 and regstered in England and Wales wath registered number §344120

54,
The Finanaat Services Authonty of the Umited Kingdom

FTSE 100
Financal Tirmes Stock Exchange Index of the top 100 companies by capitalisation

GAAP
Generally Accepted Accounting Prinaples

GAAS
Generally Accepted Accounting Standards

GHG
Greenhouse gases

Gl
Gxgajoules

Giobal Offening [atso IPO, Listing]
The listing of the Cornpany’s Ordinary Shares on the London Stock Exchange on 14 May 2008

Government
Unless otherwise speafied the government of the Republs ¢f Mexico

gt

Grammes per tonne

Grade
‘The measure of concentration of metal within mineralsed reck

Group [see atso Fresmiio Group)
Fresrullo pic and iTs subsidiary undertakings

Haulage
A honzontal underground excavation which s used to transport mned ore

Hectare
A unit of area equal to 10 000 square metres, or 2 47 acres

Host
Equipment used in underground mmiming to rase and lower conveyances within the mine shaft

HSECR Committea
Health safety, enviranment and comrmiunity relations commuttee of the Board

LAS
Intemanional Accounting Standards

IKMM
International Counal on Minkng and Metals
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IETU
impuesto Empresanal a Tasa Unica, a business tax in Meoco

IFRS
internanonal Finanua! Reporting Standards

Independent Non-executive Directors
The Non-executve Directors of the Company who are independent of Pefloles as defined by the Relationship Agreerment;

IPQ [also Listing, Global Offenng]
Il Pubhic Offening, the listing of the Company's Qrdinary Shares on the London Stock Exchange on 14 May 2008

IS0 14001
An international environmental management systern standard published by the International Organisation for Standardisation

ITAM
Instituto Tecnoldgico Autonomo de Méxaco, a private research university In Mexka City

JORC
Joint Cre Reserves Committee

JORC Code
Code developed by the Australian Jont Ore Reserves Committee for reporting mine reserves and resources

w
Jont venture

Knelson gravimetnc concentrator
A fluidised centnfuge that separates heavy matenal such as gold from lighter background rmatenal, applied to matenals in which the heavy component to be recov-
ered is a very small fraction of the total matenial, generally less than 500 grams/tonne or 0 05% by weght

Koz
Thousand troy ounces

KPI
Kay Perfarmance Indiator

Leaching
The process by which soluble constituents are dissolved and camed down through the soi by a percolaung fluid

Listing [also Global Offenng, iPO]
The listing of the Company's Qrdinary Shares on the London Stock Exchange on 14 May 2008

Listing Rules
Rules relating to the admission to the official List mantained by the Financial Services Authorty in accordance with the Finanaal Services and Markets Act 2000

LSE
London Stack Exchange plc

M!
Cubw metres

Met-Mex
Met-Mex Pefioles S.A, de CV, the operator of a refining and smefting faclity in Tarreén (3 100% subsidary of Pefioles)

Met-Mex Arrangements
A senes of contracts between the Company and Met-Mex for the sake of the pnmary products from the Group's mines siver- and gokd-nch lead and zinc concentrates

Milling or milled ore
A general term used to descnibe the process n whih the ore 15 crushed and ground and subjected to physical or chamnxal treatment to extract the valuable metals
to a concentrate or finshed product

Mineralsation
Any mass of host rock i which minerals of potential commercial vahue ocour

Minera luamapio, S.A. de CV
A Joint venture compary with MAG Sever (orporation in whach Fresnido pke has a 56% interest

Minera Penmont 5 deR L, de CV
A point venture compary with Newrnont USA Limited wwhuch Fresniio pic has a 56% interest

Moz
Midhion troy ounces

MXN
Mexican peso




New Services Agreement [also NSA)
New Services Agreerment dated 28 October 2009 between Fresniflo and SIPSA, for the provision of adminstrative and non-adminstrative senvices to the Fresnilio
Group SIPSA's interest in the NSA was transfemed to Dolorey, $-A. de CV, another wholly-owned Pefioles Group sutrsdary, on 21 Decernber 2009

Nominations Commuttee
The nominatiens committee of the Board

Non-executrve Directors
The Non-executive Directors of the Company

Ordinary Shares
Ordinary shares of US50 50 each in tha Company

Ore
Matenal that contains one or more minerals, at least one of which has commeraal valie and which can be recovered at a profit

Ore body

A wontinuous well-defined mass of matenal of suffiaent mineral content to make extraction economically feasible

Ore grade
The dassification or value of ore

OHSAS 18001
An assessment specification for Occupational Health and Safety Management Systemns

Qunce
Troy ounce

oz
Troy ounce

Payable Sitver
The amount of silver in ounces contatned in concentrates from Pefioles’ Sabinas mine

Peiioles
Industnas Peficles, S AB deCV

Pefioles Group
Pefioles and 1ts subsidiary undertakings

Pre-lPO Reorganisation
A reorgansation conducted by Pefioles in preparation far the Global Offer which completed on 18 Apnl 2008, whereby the companies comprising the precous metals
mining business of Peficles were reorgarnised under the Company

Prumary silver producer
A company generating over 50% of its revenue frorm siver production

PROFEPA
The Mexcan Federal Ervronmental Protecuon Agency {(Procuradune Federal de Protecadn al Ambrente)

Prospect
A mineral deposit with Insufficient data avaitable on the rmineralisation to determune if It 5 economically recoverable, but warrantng further investigatnon

Remuneration Committee
The rermuneration committee of the Board

Relationship Agreement
The relationship agreement between Pefioles and the Company dated & May 2008, the purpose of which 15 to ensure that the Company and its subsidianes are
tapable of cartying on business independently of the Pefioles Group

Resarves
The exonomically mineable partions of mineral resources, which are sub-dnaded Into two categornes of increasing confidence probable reserves relate to indiated
mineral resources, and proven reserves relate to measured rmeneral resources.

Resources

A concentraton or occurrence of matenal of INTNNSIC economic intarest in or on the Earth's crust n such form, quality and quantity that there are reason-
able prespects for eventual economuc extraction, mineral resources are sub-dvided n order of Increasing geological confidence inte inferred indicated and
rmeasured categones

SEMARNAT
Federal Ministry of Emaronment and Natural Resources (Secretana de Medio Ambiente y Recursos Naturales)

Shaft
An operung cut downwards from the surface for transporting personnel, equiprent, supplies, ore and waste
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Showrete
Concrete or mortar conveyed through a hose and pneumanically projected at hugh veloaty onto any type of shape of surface, induding vertkal or overhead
areas shotcrete undergoes placement and compaction at the same ume due to the farce with which it is projected from the nozzle

Silver equivalent ounces
Group's total gross sales before hedging losses divded by the average siver price for the penod

Siverstream Contract
A senes of the 12 agreernents between Comercalzadora de Metales Fresniflo $.A de LV and Pefioles pursuant to which the Fresnifio Group has the nght to
recenve all proceeds for the Payable Siver

SIPSA
Serviios Industnales Pefioles, 5 A deCV

SIPSA Agreement
The transitional services agreement between SIPSA and the Company dated 8 May 2008 for the provision of adminstrative and non-adrminsrative services to
the Fresnillo Group Now replaced by the New Services Agreement (NSA)

S Sigma
A statstics-dnven appraach to quality control developed onginatly by Motorola, the methodology aims to iImprave operational performance, practices and
systems by idensifying and preventing defects in manufactunng processes

Smeltng
A high termperature pyrometallurgical operation conducted in a furnace, In which the valuable metal 1 collected to a malten matte or dore phase and sepa-
rated from the gangue components that accumulate in a less dense molten slag phase

SS5MARC
The Fresmilo Group Health, Safety Environment and Community Relations System (Sistema de Salud, Segundad, Medio Amirenite y Relacones con la Cormumedad)

Steriing Deferred Shares
Deferred shares of £1 00 each in the share capital of the Company

Stope
Underground void created by mining

Strnke
Direction of line formed by the intersection of strata surfaces with the horzontal plane, always perpendiular to the dip direction

Tailings dam
A dammed reserverr to which the sturry is transported, where the solds settle and the supematant liquid may be withdrawn

Tonne [or t]
Matnc tonne = 1,000 kilograms

tpd
Tannes per day

tpy
Tonnes per year

Freatment charges
Fees payable by rmines to smelters for processing concentrates

Tumbull Guidance
Guidance isued by the Institute of Chartered Accountants n England & Wales in 1999 concerning the iImplementation of the requirements of the {ombined
Code concerning intamal control

UKE
United Kingdorm pounds sterling

UKLA
The Unuted Kingdorn Lisung Authorty

UNAM
Urnversidad Nacional Autdnoma de Méxaco a public unmversity in Mexxo Cty

us$
United States dollar
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SHAREHOLDER INFORMATION

FINANCIAL CALENDAR
Preluminary Statement

First Intenm Management Statement
Annual General Meeting

Intenm Statement

Second Intenm Management Statement

PIVIDEND PAYMENT SCHEDULE
2009 Final Divdend Record Date

2009 Final Dividend Payment Darte

2010 intenm Dwidend Record Date

2010 intenm Dividend Payment Date

Registrar

Computershare Investor Services PLC
PO Box 82

The Pavilions

Bndgwater Road

Bnstol BS99 7NH

United Kingdorn

Registered office
28 Grosvenor Street
London W1K 4QR
United Xingdom

Corporate headquarters
Mobere No 222

Col Polanco

11540 Mexico, DF

Mexico

WARNING TO SHAREHOLDERS -

2 March 2010
14 Apnl 2010

28 May 2010

3 August 2010
13 Qctober 2010

14 May 2010
2 June 2010

20 August 2010

14 Septermnber 2010

Sponsor and

Corporate Broker
JPMargan Cazenove bimited
20 Moorgate

London ECR 6DA

United Kingdom

Audntor

Emst & Young LLP

1 More London Place
London SE1 2AF
Unmited Kingdom

Solicitor
unklaters LLP
One Silk Street
London EC2Y BHQ
United Kingdom

BOILER ROOM SCAMS

Over the last year many companses have become aware that their shareholders have receved
unsolicted phone calls or correspondence concerning investment matters These are typically
from overseas based brokers' who target UK shareholders offering to sell thern what often
turn out to be worthless or hgh nsk shares in US or UK investments These operatons are com-
monly known as ‘boler rooms’ These 'brokers' can be vary persistent and extremely persua-
sve, and a 2006 survey by the Fnancial Services Authority (FSA) has reported that the average

amaount lost by investors 15 around £20,000

It 15 not just the novice invester that has been duped in this way, many of the victims had been
suecessfully nvesting For several years Shareholders are advised to be very wary of any unsoc-
ited adwice, offers to buy shares at a discount or offers of free cornpany reports If you recenve

any unsolited nvestment advice

+ Make sure you get the correct name of the person and organssation

» Check that thay are properly authonsed by the FSA before getting wvolved

by visiing www fsa govukiregsster

» Report the matter to the FSA either by caling 0845 606 1234

or nisiting www rmoneymadedear fsa gov uk

« If the calis persist hang up

If you deal with an unauthonsed firm, you will not be ehgible to recerve payment under the

Finanaal Services Compensation Schema The FSA can be contacted by completing an onltne
farm at www fsa gov uk/pages/doing/requlated/law/aterts/overseas shtmi

Detals of any share dealing faokbes that the Cormpany endorses will be nxduded in Company malings.

More detalled informatian on thus or stmilar activity can be found on the FSA website

www moneymadeciear fsa gov uk

For further information, please visit our website:
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