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Our mission is simple. It defines our
role in society.

We grow and manage a portfolio

of businesses to deliver vital natural
resources, industry-leading shareholder
returns and sustainable value for our
stakeholders. We are proud to pursue
this aim, in partnership with our
stakeholders, developing our people
and assets to their fullest potential and
making a lasting, positive contribution
to society.

We are proud of our products and the vital role they
play in society The natural resources we deliver are at
the heart of everyday products from the building blocks
of new cities to everyday items such as cutlery to the
high-precision metals to produce mobile phones or jet
engines We play an essential role in the communities
in which we live and work, creating jobs, infrastructure,
income for suppliers and many other benefits We do
this in a way that s full of youthful energy and initiative,
with an entrepreneurial spint, constantly looking for
opportunities to keep on improving how we work

We want to make a better business and create shared
value for all of our stakeholders

For more information
Visit our corporate website
www xstrata com




QOur business has reached the milestone of our
first ten years following our IPO on the London
Stock Exchange in March 2002

During the past decade we have grown fast and
responsibly through buying assets and investing
in them We have increased their value and
improved safety and operational performance
while developing future growth projects

Today, we are one of the biggest players in the
industry, with operations and projects in more
than 20 countries, over 70,000 employees and
an industry-leading approach to sustainability

As we have grown n size and value, we have
retained the same principles that have guided
our evolution into a major corporation At the
heart of our success are the values that define
our company and that make us different

The following pages provide a bnef overview
of our company and illustrate how we create
value through difference
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Transforming through
thinking differently

Ten years ago, our vision for Xstrata was based on a set of convictions
about our industry and about how best to respond to the trends emerging
at that time Those convictions have served us well and our rate of growth
has been huge Our market value today 1s more than 100 times than when
the current management team joined the Company in late 2001

In October 2001, Mick Dawis, Chief Executive
Officer and Trevor Rerd, Cheef Finanaial
Officer joined Xstrata, a small business with
a market capitalisation of around $500
million, a portfolio weighted towards zinc
and ferroalloys operations in Spain and
South Africa respectively, significant debt
and an uncertain future

The new management team they brought
together set out to create a new, dversified
global mining company hsted on the Landon
Stock Exchange, with headroom to grow rapidly
and delver excephonal value to shareholders
Their wision for Xstrata was based on a set of
convictions about the outlook for our mdustry
namely that demand for commodities would
recover from the depressed levels of 2001 and
that a lack of investment in developing new
miming capacity meant that supply would struggle
ta meet the renewed demand At the same tme,
our evolution as a company was based from the
start on the behef that we could create a nimble,
decentralised and decisive business model

2001

that would minimise bureaucracy, devolve
accountability to the operational level where
people were best placed to make decisions about
their operations and create a sense of ownership
and accountability across our organisation

In March 2002, Xstrata plc was created through
an initial public offering on the London Stock
Exchange and our simultaneous acquisition of
Glencore's Australian and South Afncan thermat
coal assets The new company became the
world s largest exporter of thermal coal and
entered the FTSE 100 index as its 100th

largest company

Ten years later, our business has been completely
transformed Today, we are a major global mining
group, with a market value that 15 100 times
greater than our value in 2001, employs around
70,000 people, wath an industry-leading organic
growth pipeline and a robust balance shest We
have delivered outstanding shareholder returns
of some 339% compared to an average of 58%
for the FFSE 100 Index

Market capitalisation

$500 million

Inmally our strategy focused on acquinng
companies to provide immedliate scale and
diversity, integrating acquired assets into our
decentralised model and creating value
from them

At the same tme, we focused on improving
the quality and value of our assets, delivening
year-on-year operating cost reductions,
increasing productivity extending the life of
existing mines, expanding our resource base
and integrating industry-leading safety social
and environmental standards

Throughout the past ten years we have
progresswvely developed the range of potental
growth options we have acquired We have
successtully delivered 22 major projects since
2002, extending our exsting mines and
developing new operations We are now
constructing a further 20 major new operations
or expansiohs to Increase copperequivalent
volumes by 50% on 2009 levels and reduce
overall aperating costs by 20% by the end

of 2014




10 years of continuous improvement

From the outset, we have managed our business
to balance economic, enviranmental and social
considerations and we have implemented an
industry-leading sustainable development
framework across our global operauons Working
together with our partners, our cbjective 1s to
create industry-leading value for our shareholders
and deliver vital products for society, working
responsibly and openly with our stakeholders

to make a lastng positive difference to the
communities in which our people live and work.

Total shareholder return from Xstrata's IPO on
19 March 2002 1o 12 March 2012

March 2012
maorket
capitalisation

$56 billion
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INnvesting in our
global operations

We operate In over 20 countries. We are growing our
business by investing in 20 approved projects in each of our
key commodities to expand existing operations and build
new worid-class mines

North America

We have copper, nickel, zinc and lead
mining and smelting operations in
Canada and recycling plants in

the US Xstrata Process Support
operates from Toronto

$6.7 billion
20%

of total revenue

$7.7 billion

7% of total net assets*

South America

In Argentina, Chile and Peru we have

Copper mining and smelting operations,

a copper-zinc Jaint venture and vanous
copper growth projects tn Colombia we
have a one-third stake in a thermal coal mine
and in the Dominican Republic we operate a
ferronickel mining and processing aperation

$9.8 billion
29%

of total revenue

$20.9 billion

31% of total net assets*

* Net assets as at 31 December 2011




Europe

We have zinc smelters in Spain and
Germany, a lead refinery in the UK and
a nickel refinery in Norway In iIreland,
we have a zinc project

Africa

We have ferrochrome, vanadium, platinum
and coal assets 1n South Afnca In Tanzama,
we have a nickel project and iron ore
projects in Mauntania and the Republic of
Congo, South Afnca

$3 billion
9%
of total revenue

$11 billion

17% of total net assets*

$3.5 billion

10%

of total revenue

$2.9 billion

4% of total net assets*

Austrolasia

In Australia, we have coal, copper, nickel,
2inc and lead operations and projects We
have copper projects in the Philippines and
Papua New Guinea and a nicke) project in

$11 billion
32%

of total revenue

$28 billion

of total net assets*
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Leading positions in
attractive commodities

We are one of the world’s largest mining and metals companies with
five major commodity business units and a technology business

Copper

We are the world's fourth largest copper
producer and a leading recycler of copper
and other matenals from electronic goods

$4 915m

Operating EBITDA

12,366

Employees
(excluding contractors)

2.3

Total recordable injury frequency
rate (per million hours)

Key facts

- Copper 15 an essential element in everyday life,
found everywhere from the arr condwoning in
our buildings to the power lines that delver
electnaty and the connections in our
computers and mobile phones

- An effective ant-microbial matenal, regularly
cleaned copper surfaces destroy 99 9% of
bacterta within two hours of exposure

= Copper s extensively used in green technologies
such as solar cells and electnc vehicles

Competitive position

Coal

We are the world’s largest exporter of thermal
coal and a significant producer of premium
quality hard-coking coal and semi-soft coal

$3,853m

Operating EBITDA

11,613

Employees
{excluding contractors)

7.0

Total recordable injury frequency
rate {per million hours)

Key facts

- Coal 15 a plenuful source of energy
Thermal coal provides a reliable fuel
for baseload electncity generation

- Coking coal 1s an important ngredient in
the production of steel used to build cties
railways and other vital infrastructure

- We are the fifth largest producer of
coking coal

Nickel

We are the world's fourth largest nickel
producer and one of the largest producers
of cobalt

$1,234m

Operating EBITDA

3,840

Employees
{excluding contractors)

7.9

Total recordable inury frequency
rate {per million hours)

Key facts

- Nickel-containing matenals play a major
role in modern life and can be found n
everything from ¢ooking utensils and cutlery
to medical equipment moabile phones, wind
turbines, computers coins and marine and
aerospace engineenng

- Around two-thirds of all nicke! goes into
the production of stainless steel The
remainder 15 used for applications including
super-alloys battenes and electroplating

We marntain industry-leading positions amongst the top five producers m each of our key commodities




Zinc

We are one of the world’s largest miners
and integrated producers of zinc

$1,223m

Operating EBITDA

4,758

Employees
{excluding contractors)

9.1

Total recordable injury frequency
rate (per million hours)

Koy facts

- An essential mineral for the human immune
system, zinc 15 also used to protect stee!
used in vehicles, infrastructure and consurner
white goods

- Lead-acid batteries used in cars, motorcycles
and e-bikes account for around 80% of total
lead consumption

1 Scurces Brook Hunt — a WoodMackenzie
Company - and WoodMackenzie

Alloys

We are one of the world's largest producers of
ferrochrome and also one of the lowest cost

$294m

Operating EBITDA

6,887

Employees
{excluding contractors)

4.3

Total recordable injury frequency
rate (per rmilhon hours)

Key facts

— Ferrochrome has anti-corrosive properties
and around 80% of all ferrochrome goes into
the production of stamless steel, which is
used in a range of products, from cutlery
to cars

— Platinum group metals are an important
compaonent of catalytic converters to
reduce emisstons from vehicles

Technoloqy Services

We develop, market and implement
proprietary technologies and specialist
sarvices used 10 mining, mineral processing
and metals production

$34m

Operating EBITDA

179

Employees
{excluding contractors)

2.7

Total recordable injury frequency
rate {per million hours)

Key facts

- Ongnally developed to make our own
operations more efficient and competitive,
our Technology Services businesses now
market our technology solutions to other
companies to help improve their efficiency
and environmental performance too

For more mformation see our
reserves and resources publication
at www xstrata com
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Contributing vital
products to society

We are a wvital contnibutor to global society Our products
are the building blocks for many of life's essentials and we
produce commodities in a way that cares for people and

the environment, working in partnership with communities,

governments and others to create a lasting positive legacy

Product contribution

The natural resources we extract are
at the heart of many wital products
and services, from the building blocks
of new cities to everyday items like
cutfery, and the high-precision metals
used to produce mobuile phones or
jet engines

Copper

Copper's unique conductive qualities make it
perfect for use in electncal wiring and heating
It 1s used In a range of other appheations from
the air conditioning in our buildings to the
power lines that deliver electrioty and the
connections In our computers and mobile
phones Copper is an effective anti-microbal
matenial, when cleaned regularly copper
surfaces destroy 99 9% of bactenia within two
hours of exposure Copper 1s also extensively
used in ‘green’ technologies such as solar cells
and electnc vehicles

Coal
Coal s a plentful source of energy Thermal
(energy) coal provides a reliable fuel for

baseload electncity generation and coking
coal 15 also an important ingredient in the
production of steel used to build cities,
railways and other wital infrastructure

Demand for coal — alongside a wide range of
energy sources including fossit fuels, nuclear
and renewable - continues to grow due to the
rapid development of manufacturing industries
n emerging economies and the needs of the
world's growing population

Nickel

Nickel-containing matenals play a major role
in modern fe and can be found in everything
from cooking utensils, cutlery and saucepans,
to medical equipment, mobile phones, wind
turbines, computers, cons and marnine and
aerospace engineenng

Around two-thirds of all nickel goes into the
production of stainless stee! The remainder
15 used for applications including super-allays,
batteries and electroplating

Zinc

An essential mmeral for the human immune
system, zinc 1s also used to protect steel used
in vehicles infrastructure and consumer white
goods

Around half of all zinc 1s used to galvanise
steel an environmentally friendly way of
protecting against cormosion Zinc 1s also used
to make die-cast alloys, brass and zinc oxides
and chemicals Lead-acid batteries used in
cars, motorcycles and e-bikes account for
around 80% of total lead consumption

Ferrochrome

Ferrochrame has anti-corrosive properties and
around 80% of all ferrochrome gees into the
production of stainless steel, which 1s used in
a range of products from cutlery to cars
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Creating
shared value

Our success depends on our ability to create and deliver
shared value to all our stakeholders in a sustainable manner
Our values define what 1t means to work at Xstrata They are
our promise to our stakeholders about how we will behave in
pursuing our mission We've always been clear about our way
of doing things, of seeing opportunities to create value that
others don't Over the last ten years we developed our
strengths and different way of doing things to create and
deliver shared value




Devolved authority

Our commedity businesses are accountable
for all aspects of thewr business and are
mandated to improve the net present value
of their underlying business

Through our decentralised structure we ensure
decisions are made where the best information
exists through creating a strong sense of
ownership at the local level Cperationat
management are empowered to take
pro-active and prompt decisions on
operational, community, environmental

and people 1ssues and to build meaningful
partnerships with local stakeholders at a site
or divisional level

Qur devolved management model encourages
the rational nsk-taking required 1o foster

an entrepreneunal spimt and supports the
identification and implementation of
opportunities to grow or optimise the

value of our business through acquisitions,
divestments, project development and
strategic partnerships We seek to embed a
culture that maintains a disaiplined appraach
to creating value for all our stakeholders

QOur decentralised business mode! 1s
underpinned by a robust governance
framework that incorporates stringent checks
and balances at Group and commodity
business levels This is supported through
effective internal communication and
comprehensive risk management and
assurance processes

Diversified assets

We aim to deliver more stable returns

through our diversified business structure

by improving our abtlity to manage nisks
associated with foreign exchange rate
fluctuations, commodity price cycles, operating
locations and end-use customer segments

Qur portfolio 1s diversified by commodity,
geagraphy, currency and customer industries

The continuous iImprovement of our assets

1s an ongoing imperative, including safety
performance, environmental management and
our contribution to the communities in which

See how we are a wital
Vil contnbuter to soclety

we oparate Our philosophy 15 to effect small
lmprovements on a continuous basis that
cumulatively have a decisive impact on the
quahty of our operations and our performance

Since 2001, we have progressively developed
an extensive range of organic growth options
Cur approved and near-term projects will
add 50% to 2009 volumes by the end of 2014
and substantially recuce our operating

costs Beyond this, a range of earlier stage
opportunities are being assessed to provide
the next phase of growth

Cur projects and operatians have a substantial
mineral reserve and resource base, with an
average mine life in excess of 50 years Our
annual Reserves and Resources statement 1s
available from www xstrata com

Financial strength

Our commitment to maintaining a robust
balance sheet and investment-grade rating
provides access to a broad range of funding
sources We are the fourth largest diversified
mining company globally, with a market value
in excess of $66 billion!

At year-end, we had over $6 bilion in undrawn
credit facilities, gearing of 15% and robust
operattonal cash flows, enabling the financing
of our organic growth pipeline in full fram
nternally generated funds

Mining 1s capital-intensive and new deposits
are increasingly in more challenging regions
Scale enables mining companies to invest
in multple large projects withaut nsking a
substantial portion of capital in any one
region or to any one project Size also
brings an improved ability to access capital,
talent and new resources and to capture
external opportunities

Our commodity businesses are positioned
within the lower half of their respective industry
cost curves We are focused on achieving real
unit cost savings to improve the quality of our
business and in 2011 we achieved operating
cost savings of $391 million

Working in partnership

We form mutually beneficial partnerships with
the stakehoclders in our business including
local communihies, government, customers,
shareholders and employees We aim to work
together with our partners to enable us to
make the substantial long-term investments
required to develop mineral resources while
creating lasting benefits from our presence
Ina reglon

Our ability to attract and retain the best people
with appropriate skills at every level is vital to
the successful execution of our strategy We
provide industry-leading career development,
a non-discriminatory workplace, and fair

and competitive remuneration within a
decentralised, non-bureaucratic culture

Industry-leaading approach to
sustainable development

We aim to manage our business to balance
economtc, environment and social
considerations Responsible environmental
management and community engagement
enable us to gain access to new resources,
maintain a licence to operate, attract and retain
the best people access sources of capital,
identify business opportunities and optimuse
our management of rrsks

Qur industry-leading sustainable development
assurance programme evaluates the
performance of every managed operation and
pTO‘ECt agamst our international best pracm:e
standards and policy with results reported to
the Board

We aim to operate with zero harm to our
pecple and pnontise safety at every operation
and project We work to promote a non-
discrminatory and equitable workplace to
enable us to attract and retain the best people

We set aside a mimimum of 1% of profit before
tax each year to fund community initiatives and
pro-actively consult with communites about
our operations, with the aim of secuning
broad-based ongoing support for our
actwities

1 Asat 14 March 2012
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Delivering
sustainable excellence

To succeed in our aim of delivering sustainable value
to all of our stakeholders, we must balance economic,
environmental and social considerations in managing

our business

Woe operate our business in a manner that is
economically, sooally and environmentally
sustainable over the long term We believe
that excellence in sustainable development 1s
a source of competitive advantage, enhancing
our corporate reputation and providing direct
business benefits that are essential for
delivanng our strategy, including

- gamning access to new resources,

- mamtaning a ‘licence to operate’ from society
and enhancing the secunty of our operations,

- attractng and retaining the best people,

— accessing diverse and low-cost sources of
capital, and

— dentifying and managing new business
opportunities and nsks

We aim to operate a safe and healthy
workplace We believe that every work-related
Hiness and injury 1s preventable and so our
primary objective 1s to operate withaut
fatahties and injuries

As our business strategy has progressed
from pnmarily acquisimon-led growth to
organic growth, we have refined our safety
management focus and priorities accordingly
We make no distinction between the safety
of our contractors and that of our employees
We work collaboratively with our major
contractors on each project, shanng
expenences and skills to enhance each
other's safety management systems

We denttfy reduce and, when possible,
eliminate any significant environmental impact
trom our mining, metallurgical and exploration
activibes We identify opportunities and
undertake iniiatives to protect and improve
our operating landscapes The core of our
management approach s to preserve and
restore the natural environments we operate
in throughout our activities' lifecycle

Our activities and investments create lasting
social and economic benefits for the
communities and countries in which we operate
that extend beyond jobs and taxes to include
skills and enterpnse development, improved
infrastructure and enhanced access to education
and health services amongst others




We work in partnership with government,
NGOs, international donors and others to
support the development of small-and
mechum-sized bustnesses and alternative
mncome-generating opportunities

At least 1% of our profits before tax 1s set aside
every year to fund initiatives that benefit the
cormmunities iIn which we operate We support
local culture and arts projects, programmes to

boocst community development enterprise
and job creation, health and education
itiatives and environmental schemes

We set aside 3109 million in 2011
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The Directors Repart 1s made up of the Strategic Review, Perfarmance Review and
Governance sections in accordance with the Companies Act 2006

For more information
Visit our corporate website
www.xstrata.com

In this report
Throughout the report we have used the below
wons to help nawigate to further information

Links to pages
within this report

Links to further
content online

Sustainable development

Sustainable mimng 15 both complex and chaflenging
to get nght Our approach has been to create a
robust framework for integrating sustainability inte
our business strategy and business practices To
reflect this in our reporting, we combine information
about our non financial and financial policies and
performance to provide a comprehensive overview
of the Group's business and activiues

Key mformation about sustainable development
within this reportis available in the following areas

47 11-13,87-95
x-xm, 4 11-15

Governance and framework
Approach and policies

Employees x-xui, 4,11, 25, 35
Health and safety 6,14 26-27,32 35
Environment x-xu, 4, 11, 14, 24-27, 33-34
Community *-ai, 4-6, 11, 25-26, 35

Key performance indicators 30-35
This year our sustainability report focusses on our
matenal issues for the year and will be published

in April 2012 Further detailed discussion on our
pohcies, activities and performance is available on
our website

www xsirata com/sustainabilty
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Performance
highlights

We achieved record results in 2011 as our operating EBITDA
rose to $11 6 billion and net earnings increased to $5 8 billion
Our safety and environmental performance continued to improve |

and we achieved a 26% reduction in total recordable injuries

Financial performance

e Operating EBITDA* of $11 6 billion,
up 12%

* Attributable profit* of $5 8 billion,
up 12%

* Final dividend of 27¢ per share
proposed, bringing the full year

dividend to 40¢, a 60% increase
on 2010

Operational performance

¢ Key organic growth milestones
reached with ten projects and
expansions completed during 2011

* Strong second half production with
record annual production of coal
and nickel

* Real cost savings of $391 million,
moving all commodity businesses into
lower half of industry cost curves

Expansion of mineral resource base,
including significant additional
copper resource

Six bolt-on acquisitions
supplementing growth

Continued improvement in safety
and environmental performance,
26% improvement In total recordable
injuries versus 2010

Dow Jones Sustainability Index Sector
Leader for fifth consecutive year

Recommended all-share merger
between Glencore and Xstrata to
create a major $90 billion natural
resources group with a unique
business model, fully integrated along
the commodities value chain, from
mining and processing, storage,
freight and logistics, to marketing

and sales
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Chairman's
statement

Record profits and successful delivery of strategy
Xstrata had an outstanding yearn 2011, our tenth year as a publicly listed
company A strong operational performance and robust demand for our
products resulted in the Group's best ever financial performance, with net
earnings nsing to $5 8 billion' Over $390 million of year-on-year sustainable
real cost savings and a 26% reduction in injury rates continued an unbroken
record of year-on-year improvement We made good progress tn defivering
our arganic growth strategy and commissioned ten new operations or
expansions within budget many of which started ahead of schedule
Construction of our next phase of major new operations 1s progressing very
well, including the Konlambo nickel operauon and the Tintaya Antapaccay
copper expansion, both of which will commence producuon later this year
By 2015, our organic growth strategy will increase copper eguwvalent volumes
by over 50%, reduce average operating costs and deliver robust returns at
conservatve long-run price assumptions We are also evalyating a range

of earlier stage growth options to fuel the next phase of growth

Strong demand for commodities in a challenging
economic environment

The company's strong performance belies the fact that 2011 was challenging
for the global economy Economic growth and confidence were buffeted by
unrest in the Middle East, the tragic earthquake and tsunami in Japan, slow
growth in the US and public spending cuts in many European countnes
together with concerns about the future of the Eurozone In China, economic
growth slowed somewhat from the historical average 10% annual rate, but the
significant slowdown of industnal production anticipated by some did not
occur and ecanemic growth continues at a robust rate, supported by export
demand, easing monetary policy and continuing investment in infrastructure
and social housing

Dividends
{¢ per share)

400

20 250

02
80

07 08 09 10 i1

"We understand the symbiotic
relationship betuseen our
business and the broader
society in which we operate
and. as a company, we are
proud of the role we play in

o

creating ‘shared value’.

Sir John Bond
Charrman

' On a pre excepuonal basis

7 Adjusted for the 2009 nghts 1ssue




Demand for commodities continued to grow as demand from China India
and other emerging econormies more than offset low growth in OECD
countries and average commodity prices rose over the pnor year Meanwhile
supply side constraints conunue New resources are generally located in
more challenging regions lacking infrastructure and complex permitting and
approval processes have extended the timescale and complexity involved in
realising new volumes

In additon, industry-wide investment s leading to inflation in the prices of
major equipment, labour and other key inputs required to operate and
expand mining operations Together with declining preductron from existing
mines supply growth 1s strugglhng to keep pace with nsing demand, pointing
to a posiive medium term outlook for commodity pnces while also
highlighting the difficuities involved in delivering major growth projects

We are already responding to these difficulies Our operational teams are
implementing a range of intiatives and innovations to control costs and
secure our supply of equipment and key services for example, by entenng
into long-term relationships with suppliers or contractors We will need to
recruit more than 10,000 new permanent employees over the next three years
to meet our growth targets the majority of whom will be skilled personnel

in high demand from our competitors To respond to thss challenge, our
inimatves range from supporting access to educaton and skills development

' Ona pre-excepuonal basis

Community social involvement
We set aside at least 1% of our profits before
tax every year to fund inthatives that benefit
the communities in which we operate

Wa support local culture and arts projects,
programmes to boost community
development, enterpnse and job creauen,
health and education initiatives and
environmental schemes We set aside

$109 million in 2011, representing 1 3%

of pre-tax profits, for these local projects

Cash contribution by activity

Health 7% Job ereaton and

Educauon 22% enterpnse development 6%
Community Ervironment 3%
development 59% Culture and art 4%

in the communities in which we operate, to encouraging students to enter
mining related fields of study and enhancing our recruitment and retention
strategies for graduate recrurts and expenenced personnel

Shared value and a sustainable approach

We understand the symbiotic relationship between our business and the
broader society in which we operate and, as a company, we are proud of the
role we play in creating 'shared value’ We produce commodities that are the
basic building backs upon which societies function and we make mulu billion
dollar investments and contnbute to national and local government revenues
in over 20 countrnies We employ around 70,000 people including contractors
and we play an integral role tn communities around the world, with a
recognised focus on innovation in sustamability We consequently stove to
work responsibly and openly, respecting the natural environment and working
in partnership with communities and governments to generate benefits for
society that outlast our operations ~ from better access to education or
healthcare, to improved skills or useful mfrastructure The key enabler to
sustaining and expanding this vital societal role 15 the delivery of supenior
value to our shareholders — and n turn, we know that beng successful in
these aspects of our business improvas our ability to deliver shareholder
value over the long term
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Chairman’s statement
continued

Our sustainability policy framework aims to ensure all of our operations and
projects are managed to consistent, Industry-leading standards, and includes
a ngarous third-party assurance programme to ensure our policies and
standards are being upheld Since joining Xstrata a year ago, | have been
impressed by the extent to which our people display a genuine commitment
to health and safsty environmental responsibility and mutually beneficial
partnerships with communities at every leve! of the organisation Indeed, |
have already seen several examples of Xstrata’s commitment to sustamabibity
in action, including dunng my recent visit with other Board members to the
Koniambo nickel project in New Caledonsa and Mount Isa copper and zinc
operations in north-west Queensland At Komiambo | was mpressed by the
range of environmental initiatives underway to conserve biodwversity inchuding
the creation of a nursery for natwe species plants for rehabilitanon and efforts
to protect the manne environment At Mount Isa, the Directors had first-hand
expenence of the ngorous safety procedures in place before going
underground and the efforts involved in ensuring our people are safe while
working at deep levels

Safety 15, of course, the primary concern for our Board and management
team Last year we achieved another substantial reduction in total recordable
injuries across the global operations and our safety performance ranks
amongst the leading companies in our industry This 18 a significant
achievement, but | deeply regret to report that six people lost their lives while
working at our managed operations during the year Any loss of Iife at our
operations 1s unacceptable We continue to investigate analyse and address
the root causes of actual and near-miss incidents, with the firm belief that we
can achieve our ulumate objective of operaung without injunies or fatalities

Broad-based commumnity support for our activities is essential for the long
term success of our business and we engage openly with communities as
early as possible and throughout the life of our operations In 2011, we
invested $109 millon in direct community initiatives on a voluntary basis
often in partnerships with local government, civil society and commumty
groups to support health, education community development and enterpnise
development pregrammes in the communities in which we work

We have recently further strengthened our commitment to the concept of
shared value’, introducing a rewised Mission statement and five core values
that encapsulate the culture we want to promulgate throughout our company,

to ensure that our pnnciples and values are consistently applied wherever we
operate around the world We rolled out a comprehensive Code of Conduct
during the year to provide addiional guidance for our employaes, contractors
and partners on how to put our Business Panciples into practice and including
speciic tramng on preventing bribery and corruption

Sustainability informanon s integrated into our Annual Report We also
publish a separate Sustainability Repont and provide detailed mformation
about our sustanability approach and performance on our website

Robust corporate governance

Qur Board comprises 13 directors, including a majonity of independent,
non-executive directors and we are committed to the principles of best
practce in corporate governance

At the AGM in May, Willy Strothotte stepped down as Chairman and

non executive director of Xstrata, after steenng the Group through a peniod
of extracrdinary growth and value ereation for shareholders In addition to my
own appointment as independent, non executive Chairman, Tor Peterson and
Telis Mistakidis were norminated by Glencore and elected as non-executive
directors at the AGM, joining tvan Glasenberg Chief Executwve of Glencere
who has served as a non-executive director of Xstrata ple since 2002

The directors of our Board have a broad range of expenence and expertise,
but as yet, we do not have any female directors We welcome the current
debate about the best method to increase the representation of women onto
UK company Boards In the mining industry, women continue to be under
represented generally and parucularly at the most senior levels Across our
business we partcipate 1n a number of Inlatives to encourage women and
other under-represented groups to join Xstrata and the rmining industry,
through a combination of mentonng leadership development programmes
and supportive warking practices and policies While there 15 still much to
achieve we are slarting to see increased participation by women in
management roles across the business and we are working to improve
recruitment and retenuon of indigenous and histoncally disadvantaged
people and other mmonty groups i the regions in which we operate

At Board tevel, we aim to appoint the best candidates available, but we
recognise that It 1s important to have the right mix of skills, expenence and
a diverse range of viewpoints In our beardroem The principal cntena we
use to appoint directors are an assessmant of his or her capacity to make a
significant contnbution to Xstrata s Board and his or her ability to enhance the
company’s ability to create vatue for its shareholders Given the mportance
of ensunng our selection process i1s broad and considers the full range of
suitable candidates, we have instructed the executve search firms we are
working with to include suitable female candidates on any shorthst for new
non executive directors and we hope to welcome a female director to the
Board in due course




The Board evaluates its performance annually, with an external evaluation
undertaken at least every three years Followang an external assessment

in the previous year, | led an evaluation of the Board's performance, the
functioning of 1ts Committees and the performance of indwidual directors,
through a questionnaire and individual interviews with each director All
directors were sausfied with the performance of the Board in general,
although we will be extending the time available for commuittees of the
Board to avoid ime constraints impacting our discussians In parucular,
the agsessment highlighted the non executive directors’ belief that Xstrata
benefits fram an exceptional, entrepreneunal management team, who have
led the successful creation of a major mining group over the last ten years

Merger with Glencore

The most important task before your Board in 2011 was our consideration
of an all-share merger proposal from Glencore, Xstrata’s largest shareholder
Any transaction of this scale warrants careful consideration A related party
transaction n which Glencore management will continue to hold a reduced
but still significant shareholding, clearly requires an even greater level of
scrutiny to assess the fairness of the merger terms, the protections in place
for Xstrata shareholders and the ability of the merged enuty to deliver
superior returns

Xstrata's prospects as a standalone company are very strong Censequently,
the independent directors’ decision to recommend unanimously the proposed
merger to Xstrata shareholders rests on our assessment that the combination
represents an opportunity to create more value for our sharehalders than the
signtficant value Xstrata can create on a standalone basis

The combined company will create a unique business model in the mining
sector, positioned to compete in a changing landscape Industnalising South
Asian and other developing economies have replaced the GECD countries
as the dominant consumers of commodities and today account for around
three-quarters of global copper demand The world's supply of commadiues
15 being produced from a more diverse range of producers from all around
the world, many of which are located in more opaque and logisucally difficult
regions In this more complex envirenment, the combination of Xstrata and
Glencore's respective capabilities in mining marketing and logsstics 1s best
suited to create value

Qur shareholders wilt continue to benefit frem Xstrata's growth projects
operational experuse and dynamic management team Combiming with
Glencore will provide exposure to additional high retuen, near-term growth
projects, a broader range of commodities including alumina agneultural
products and o1l a portfolio of assets in highly prospective emerging regions
in which we do not yet have a presence and the world's leading commodities
marketing business Together Glencore Xstrata will have increased scale, the
most diverse earmings in the sector and an improved financial positon as

recently confirmed by independent credit raungs agencies Importantly,
Glencore’s marketing capabilities, logistics network and relationships with
thousands of supplers and customers will provide the merged group with
unparalleled insight and opportunities to grow our business - a very exciting
proposition for the future company

Glencore Xstrata will have, in my view the most entrepreneunal management
team in the mining industry, with a proven ability to see oppornunities, ahgned
strategies and a clanfied ownership structure, providing an enhanced set of
strategic options through which to treate supernor value The proposed
governance structure Is a critical component of the merger and will protect
the interests of Xstrata shareholders i the comtuned entity It also reflects
the earnings profile of the combined group, which will be substanually
weighted towards the industnal assets and will enable Xstrata managemant
1o optimise the value of the mining portfolio while Glencore management will
{focus on marketng the combined company’s products and seeking out new
opportunities The Board and management structure ts intended to remain

in place for at least two years, mcluding undertakings by key members of
Glencore's management shareholders to support the governance structure

The proposed merger ratio 1s earnings accretive for Xstrata shareholders
and provides them with a disproportionate share of the combined company
based on a number of histonc and forward-looking metncs and the
undisturbed market values of both companies before merger discussions
became public Xstrata shareholders will also share in the $500 miflion of
annual pre tax synergies we have announced In the judgment of the
independent directors, the propaosal 1s fair to Xstrata shareholders and
represents a significant opportunity to create a distinctive business with very
strong prospects to generate superor returns for our shareholders We have
therefore recommended that shareholders vote in favour of the proposal at
the extraordinary general meeting to be held in due course

Conclusion

Xstrata's record year in 2011 was a fiting conclusion to an exceptional first
decade of growth and value creation The campany enters its second decade
in a streng position, well placed 1o benefit from ongoing demand growth

for commodities from Asia and with a robust balance sheet to fund our
substanuial erganic growth programme and to pursue value accretive bolt-on
acquisitons opportunistically The proposed merger with Glencore offers

a number of benefits uniquely available from the combination, with a
governance structure that protects the interests of Xstrata shareholders and
harnesses the best of both management teams a uruque business mode!
and the entrepreneunal managernent team to execute the many opportunities
we see In the combinatuon

Sir John Bond

Chawman
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Maintenance
Xstrata Asturiana, Span

"We have one of the biggest
zinc smelters in the world
and it’s getting bigger and
bigger. It's creating jobs and
giving people hope. There's
a sense of optimism.”
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Chief Executive Officer’s
strategic review

March 2012 marks the tenth anniversary of the creation of Xstrata plc
Ten years on, our company Is unrecognisable from our starting point as a
$500 mill , with hmited growth prospacts, constrained finances
and an uncertain future Xstrata 1s one of the largest diversified mining
companies in the world and we employ over 70,000 people in more than
20 countnas

Our wvision for Xstrata 10 years ago was based on a set of conwictions about
our industry and about the business model best placed to respond to the
emerging trends we saw at that time Demand for commodities was
undergoing a secular shift, driven by China, after a long penod of declining
prices At the same time, we saw that the supply side of cur Industry was
severely constrained from a lack of investment, ageing operations and
declimng grades New supply would be slow to matenialise In that
enviranment, with commodity prices likely to be higher than therr historical
averages, we believed there was room for a nimble, entrepreneunal,
dwersified mimng company that could act quickly to seize opportuniies and
grow We recognised that scale and a diversified portfolio across operating
geographies and commodities were essential to succeed in our industry and
that access to resources and a social licence to operate would only be
achieved if we could operate responsibly and in partnership with communities
and governments

Those founding principles and beliefs have served us well and our company's
rate of growth has been prolific Our market value today of around $60 billion
1s aver 100 times Xstrata s equity value when the current management team
jomed the Company in late 2001

"

We have grown considerably in 10 years through

major acquisitions and developing our industry

leading project pipeline

Acquire Tintaya and

1/3 of Cerrgjon JV
Acquire Eland
Platinum
IPC and acquire
Enex/Duiker Acquire 20% Acquire
coal assets Acquire MIM Falconbrdge stake Falconbv]dge
2002 2003 2004 2005 2006 2007
Black Star Alumbrera
Rolleston Bokomosh
Lion srnelter
Mototolo
M&A and other

Greenfield projects
Brownfield projects

We have spotted opportunities

to create value that others haven't
seen and we have caoptured those
opportunities and enhanced them.”

Mick Davis
Chief Executive Officer




Acquire 24 9%
Lonmin stake Black Star Deeps
Acquire opuon ATCOM
m Zanaga Handlebar
Hill
Acquire Acquire Raglan Pius many further
JTtlee Sphere Kikialk growth options
ZTOO 200 2010 | 201 I 2012+
Eland MRM and Blatmfield Antamina
Mtisa Zinc South
flombi
errejon ickel Rim ewlands 20 major approved
South projects In constructon
Mangoola
rseverance -
oedgevonden

Of course 1t 1s not just about size Our mantra from the start has been an
unerming focus on value and our shareholders have enjoyed total returns

of some 370% since our IPO in March 2002, compared to 54% for the
FTSE100 index overall We have spotted opporturities to ¢reate value

that others haven't seen and we have captured those opportunities and
enhanced them So we have bought well, integrated well built well and we
have also managed well Our operational management teams have improved
the quality of their assets every year finding new ways to reduce costs
enhance productivity and increase the useful Iife of our operations, often In
incremental steps that together add up to a very powerful result We have
had some bumps along the way, but where we have made mistakes we have
learned from them, and the fact that we have created this world-class business
in such a short space of time indicates | think, that our strategy has been
sound and our execution generally very good

We have grown over our first 10 years with almost entirely the same
management team — in my view that 15 both a measure of our success and an
important contnbuting factor to it Over 10 years, we have not lost a single
member of our Executive Committee to a competitar, with only Peter Coates
and Mare Gonsalves retining in that penod, and we have retained around 90%
of the next level of senior management That cohestan and our shared focus
on value optimisation and creation has allowed us to run a highly decentrahised
business that nonetheless cperates as one orgarusation with a core set of
values and a common purpose

Sustainability

As we have grown as a company we have integrated an ethos of sustamability
into the way we wark, nuinning responsible and efficient operavons and
engaging constructively with communities We have challenges in some
countries as all mining companies do - from governments seeking to change
the fiscal or regulatory regime to managing environmental impacts or high

with the same management team

We have retained almost entirely the same
management team over the past 10 years, and

not a single member has gone to a compeutor Mick Davis

Chief Executive

Trevor Reid Santiago Zaldumbide Charlie Sartain Pater Fraybarg

Chief Financial Officer  Executrve Director Chief Executve Chiaf Executve
Xstrata Copper Xstrats Ceal

lan Pearce Feet Nienaber Benny Levens Thras Morsitis

Chuef Executive Chief Executive Chiaf Legal Counsel  Executve Genaral

Xstrata Nickel Xstrata Alloys Manager Group Strategy

& Carporate Affars

commurity expectations — but we approach those challenges with a spint
of openness and a genuine desire to find mutually beneficial outcomes

Throughout Xstrata s evolution we have delivered a value proposition for
our shareholders, employees, suppliers and customers, and for governments
and the communities in which our people live and work Value creation is
not an ‘either/or’ situation where you either make money for shareholders

or deliver value to society The two go hand in hand To be successful over
the long-term, businesses must produce something valuable for society in

a responstble way and be able to demonstrate the value they deliver by
prowviding jobs, skills, infrastructure, paying taxes and royalties to governments
and sc on Equally, society needs a flounshing business sector replete with
executives who are bold and innovative but alse prudent risk takers, who are
motivated not only by the financial reward that should go with success but
the support and validation they should get from society lgnoring either side
of this symbiotic relationship 1s unsustainable and short-sighted

Over our short history we have generated $182 billon of revenues of which
we have spent some $93 bdhion — or over half of the total - wath suppliers,
paid wages and salanes of $19 billion, paid taxes and royalties of some

$16 billion, distnbuted $4 billion to praviders of capital and contributed
$517 mullion on a voluntary basis to commurity imtiatives We have invested
a further $30 billion in sustaining or expanding our operations and building
modern, efficient new mines or metallurgical facilities or infrastructure

The full economic benefit of our presence 15 of course much farger and
extends to the many families, communities, local businesses and other
industnes that indirectly benefit from our actrvities

The 10 years of our history has culminated in a record year for Xstrata in 2011
EBITDA rose to $11 & billon and net earnings increased to $5 8 billion, i
each case exceeding our previous record year in 2007 Reflecting our
increased profitability, we raised the final dividend to 27¢ per share to bring
the full year dwidend to 40¢, 50% higher than in 2010

—
-
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Chief Executive Officer’s
strateqgic revieuu continued

The evolution of our strategy since IPO

Organic growth
Operational excellence

Mergers and acquisitions

We spent our first few years growing mainly through
acquisiticn, identifying, executing and integrating
major transformational deals and smaller additions to
our commodity businesses We continuously look for
ways to improve the quality of our assets and we are
now developing a range of organic growth projects
to increase volumes, reduce costs and deliver value
to all our stakeholders

For more Ianl'matan on
M our strategic prionties

Operating performance

Cur results must be viewed against an extremely challenging year for the
global economy The tragic earthguake, tsunami and Fukushima disaster in
Japan in March was followed by unrest in the Middle East and the Eurozone
crisis which severely undermined cenfidence Many OECD economies
experienced weak growth, while developing economies implemented policies
to dampen high inflaien In our own industry, we faced the most extraordinary
confluence of bad weather in Australia, South Africa and Colombia in the early
part of the year, a significant weakening of commodity prices in the second half
and hugh pnce inflauon for many wital inputs The fact that we achieved record
profitability in this environment underlines the robust business we have created
and the benefit of the actions we have taken to opumise our operations and
take out costs on a sustainable basis

COn that note, every year our businesses progressively reduce costs i real

terms and 2011 was no exception In 2011, sustanable real cost savings of
$391 million mitigated the full impact of 3 weak US dollar against local
currencies and CPl and specific mining sectar nflation Our coal business
accounted for the majonty of the savings, pnmanly due to increased volumes
from low cost operations, in particular from the early start-up of the low-cost

Phase 1- Mergers and acquisitions

In the beginning, we grew our business through
the opportunistic identfication and execution
of value-adding bolt-on or transformational
acquisitions, while simultanecusly improving
the quality of our assets

Key mergers and acquisitions

2002 IPO and acquisition of Duiker and Enex coal
assets to become the world's largest thermal coal
exporter

2003 Qur $2 96 billton acquisition of Mount Isa Mines
provided exposure to copper and coking coal and
established our Australian zinc dmsion

2006 Our $18 8 bilhon acquisition of Falconbridge
added significant scale and diversity, ncluding an
entry into nicke!, Canadian and South Amencan
copper assets and growth options and additional zinc

Our acquisiions have created a major diversified
mining group with the scale and diversity required to
both compete with the leading players in the mdustry
and develop new operations We continue to look for
growth through acquisition

Mangoola mine which resuited in $230 million of unit cost savings and
productivity improvements at the open cut mines tn New South Wales

These and other mtiatives have moved our coal business back into the
lower half of the industry cost curve, offsetting the significant adverse impact
of our leverage to a stronger Australian dollar compared to compettors
operaung currancies Each of our commodity businesses 1s now amongst the
maost cost competitive within their respective ndustnes with first or second
quarule cost positions

Safety performance, in terms of total recordable injunes, tells a similar story
of progressive improvemnent At Group level we reduced the frequency of
total recordable injunes by 26%, including parucularly strong performances
in our coal mickel and copper businesses Since 2002, we have reduced our
total recordable injury frequency rate by some 84% And we continue to focus
on addressing the root causes of fatal and near-miss incidents, in particular
to tackle repeat incrdents and understand behavioural factors However

six people lost their lives at our operations in 2011 All loss of hfe or sencus
Inury is a tragedy and 1s deeply felt in the community of Xstrata | firmly
believe we can and indeed must avoid such occurrences to be a true leader
w our iIndustry




Phase 2 Operational excellence

Our ongoing focus on improving the value and quality
of our operations has transformed our cperations, with
each of our cemmodity busmesses positioned amongst
the lowest cost producers in therr respective industries

Industry-leading cost savings
% of operating costs
4]

Group safety performance
per milhon hours worked
40

79%

Improvement

A 10 30 2002 2011
g 19 o,
2 L3 84%
improvement
27 zogz-zon
-3 10
34

|.k
o

2008 2009 2010 2011 020304050607080910 11

Total recaordable Last time injury
inury frequency rate  frequency rate

Cur decentralised business structure supports finding new and

Innovative ways to improve the quality of our assets through year-on-

year operating cost reductions, productivity improvements, mine lde
extensions and health, safety and environmental improvements

Qur reserves and resources base continues to grow in scale and certainty
and dunng 2011 we announced particularly significant increases to copper
resources, pamr.ularly in South America, an important region for our future
growth plans In total, contained copper resources increased by 15%, or
over 13 million tonnes, to 100 million tonnes

Our strategy

Cur organie growth strategy 1s ramping up as planned Record cash
generat:on of $11 billion together with a successful refinancing of our bank
facilives and $3 billion from a US bond issue dunng the year bolstered our
balance sheet to support our growth Despite total capital expenditure of
over $8 bullion, we ended 2011 with geanng of 15% We commussioned 10
new projects, five of which came on line in the final quarter The Mangoola
greenfield thermal coal operauon was commissioned ahead of schedule and
within budget and this new, low cost operation and the successful restart of

the Falcondo ferronickel operation made a significant contribution to volumes

during the year The Kikialik expanston to the Raglan nickel mine, Newlands
underground and ATCOM East coal aperations were commissioned duning

Phase 3 Orgamic growth

We are now developing a range of organic growth
projects to transform our portfolio again, reducing
average operating costs and increasing volumes by
over 50% by 2015

We have successfully completed 22 major projects to expand
exising mines and construct new operations, including 10 projects
successfully delivered in 2011 Our project pipeline compnses a
further 20 approved projects and we are on track to commission
seven major expansion projects duning 2012

See page 36 to 39 for
3% progress on our projects

the second half of 2011 and between October and the beginning of 2012
we commussioned a capacity expansion at the Collahuasi joint venture

an extension 1o the Kidd operatiens rune life, the Black Star Deeps and
Handlebar Hill zinc projects and an expansion at the Antamina copper/zinc
joint venture, all of which are now contnbuting to volumes

But it 1s from the second half of 2012 that we will stant to see the
transformational impact of our organic growth strategy in particular on our
copper and nickel businesses The Antapaccay expansion in southern Peru
will replace production from the Tintaya mine and increase annual output to
an average of 160,000 tonnes per annum for the first five years of its 20-year
mine hfe Antapaccay 1 an important miestone in developing our interests
w southern Peru into a major copper-producing division with further growth
potential and all the benefits of a regional network of operations logrstics,
skilled persennel and stakeholder relationshbips The mine 1s 56% complete,
we have purchased all of the equipment required for the project and
detaled engineenng i1s complete Our teams are now installing the crusher
and conveyor systems and the operation is on track to start production later
this year
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Chief Executive Officer’s
strategic reviews continued

Progress against our priorities

Strategic
prionties

To delwver a Tier 1 portfolio
of projects to increase our
production volumes and meat
sociaty’s demands

To increase the net present value
of our business by improving the
quality of our assets and by
operating safely and efficiently

To maintain our industry-leading
standards of health, safety and
anvironmental performance and
to be viewed as a responsible
partner within the com

1n which we operate

To foster a high-performance,
entrepreneurial, non-hierarchal
culture that attracts the best
people, and empowers them to
succead and build the capabilities
necessary to deliver our strategy

To conduct our business activities
wn an ethical and commercially
transparent manner

To matntain a strong and flexible
capital structure capable of
supporting our growth plans

To identify and take advantage
of opportunities to deliver value
through strategic partnerships,
acquisitions or divestments

Prograss
in 2011

* 10 projects successfully commissioned
during 2011, four of which were
delivered ahead of schedule

* Seven projects approved with
a capnal spend of 52 6 billion

* Real cost savings of $391 millon
delivered, mowing all businesses into
the lower half of industry cost curves

® 26% improvement in total recordable
nyury frequency rate on 2010

* Six fatalives at our managed
operations

* 26% improvement in total recordable
injury frequency rate on 2010

* Zero category 3 environmental
incidents

= Corporate social mvalvement
of $102 milion

* On average 48 hours of training
provided for each employee

* $1 028 spent on traming  on average
for each employee - $% mare than
n 2010

* Career development programmes in
place that include annual reviews

* Training across all businesses
on cur Code of Conduct

= Courses undertaken on human
nghts training

* No confirmed transgressions of
human nights

« Our syndicated loan facilwes
were renegotiated into a $6 billion
five-year faciity

s $3 billion bond successfully launched

* We acquired First Coal Corporation in
Canada, E1 and Monakoff copper
tenements in Australia, and Hackett
River and Wishbone exploration
properties in Canada

Prionties
th 2012

* Deliver seven major projects
dunng the year across five
countnes and four commodities

L]

Ongoing focus on improving
the guality of our assets
through year-on-year cost
reductions, mine life extensions
and productivity and safety
improvements

Zero fatalves

Further reduction in our total
recordable injury frequency
rate

¢ Zero category 3 environmental
incdents

Rollout of employment value
proposition programme that
supponts the retention and
attracuon of high-cahbre
ndwiduals

Ongoing human rights training
and awareness-raising across
our bustness

= Contnued cash generation to
support the development of
our project pipeline

* To contnue our disciplined
approach towards acquisitions
and divestments

Key performance
indicators

= Targeted 50% volume growth
over 2009 levels by the end
of 2014

* 20% reduction in operating costs
by the end of 2014

* Real costs savings (page 31)

* Total recordable injury frequency
rate (page 32)

» Zero fatalites

* Total recordable injury frequency
rate (page 32)

* Environmental incidents
(page 33)

¢ Corporate social involvement
(page 35)

* Voluntary turnover {page 35)

* Training hours and spend
(page 35)

* Zero incidents of bribery, fraud
or corruption

* Geanng (net debt/net debt
+ equity)

* Cash generation from operations
(page 42)

* Net debt position {page 43)
* Successful integravon of acquired

assets reahsation of anticipated
synergies




Xstrata's approved copper equivalent production growth
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The second major project to start up this year, our Koniambo nickel project,

15 advancing at a good pace Qur teamns are progressively starting up the

key elements of the substanual infrastructure involved in building this remote,
large-scale project ahead of delivering first ore to the furnace later this year
Koniambo will ramp up to full production in 2014 and will transform our mckel
bussess in terms of volumes, costs and industry position

The greenfield Las Bambas project will share some of the infrastructure at
Antapaccay and early works and detailed engineering started dunng the
second half Las Bambas will be a majors, low cost new copper mine producing
400,000 tonnes per year and will centribute to our projected total copper

production of 1 5 million tonnes by 2015 Despite some severe cost pressures,
and the incorporavon of detalled engineenng design into the cost estimates,
the copper team has contained capital costs to 15% of the ongtnal indicative
34 23 billion budget we approved last year Uncontrollable costs of

$450 million represent over two-thirds of the total and include inflation an

the cost of land acquisition and social infrastructure, a challenge we are facing
around the world, and delays to our permitting process resulting from the
wholesale change in the avit service which followed the Peruvian presidential
election in July The project remains on schedule for commissioning in the
second half of 2014

We approved a further seven growth projects in 2011 with a total capital
commitment of $2 6 billien, including a significant expansion to the Cerrején
thermal coal joint venture in Colombia and the development of the Ulan
Open Cut coal mine and the greenfield Lady Loretta zinc mine in Australa
We alse remain alive to prospective oppertunities to replenish our growth
pipeline and we completed six bolt-on acquisitions in copper, zinc and coal

Our strategy 10 execute the best growth options within our portfolio 15 now
well underway and will reduce average operatng costs, increase volumes and
delrver significant value to our shareholders over the corming years to respond
to the positive market cutlook we see for commedities
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Chief Executive Officer'’s
strateqic reviewy continued

Our merger with Glencore, the logical next step for both companes

Mick Davis IPO and MIM Cerrejon, Falconbnidge Jubilee Commussioned  Current market value
appointed Duiker/Enex acquisition Tintaya acquisition acquisitron 22 major organk
Xstra[a Chief Executive  acquisitions acquisitions growth projects U S $ 5 6 b n
2001 2002 2003 2006 2006 2008 20021
Equity value | IPO market » Xstrata total
USS0 5bn value US53bn sharehaolder
return since
PO 339%
FTSE100 TSR 58%
S&P Index TSR 38%
. .- Prodeco Xstrata First public Formation Katanga/ Converiible IPO Current market value
GLENCORE 0 Kazone IPO bond issue of UC Rusal Nikanor bond issue
vt acquisitions merger U S$ 5 O b n
1995/7 2002 2004 2007 2008 2009/10 201
Management buyout (MBO) » G ] d annual return

equity value (1994} US$1 2bn

Merger with Glencore

On a standalone basis, Xstrata is a strong business with a bnght future and
Glencore as a 34% shareholder But a combination of Glencore and Xstrata
represents an outstanding opportunity to create additional value for our
shareholders By bringing together wwo compames that have grown in parallel
— a major global dwersified mining company and the leading marketer of
commodities ~ and which have a long-standing relationship, | believe we
have an exciing opportunity to create a unique business better able to
capture value from changing industry dynamics and redefine the compeutive
landscape Three questions seem to me to apply Is this a value-adding
proposition? Is this the best governance structure? And are these the

best terms?

A valuve-adding proposition and a logical next step

A merger between Glencore and Xstrata 15 the logical next step for both
companies This transactioh represents a natural combination of two
complementary businesses, each with an outstanding track record of
sharehclder value creation, entrepreneurial management teams and a proven
ability to see valuable opportunities and execute them Glencore Xstrata would
be posioned to create value from each step of the commodues value cham,
from resource extraction to customer sales at a ime when demand for our
combined products continues 1o grow A growing world population a nsing
middle class and ongoing urbanisation and industrialisation in emerging
economies will underpin demand for aur expanded range of products for
years to tame At the same time, supply remains constramned due to historic
undennvestment ageing operations and the challenges of bringing new
preductsen to frusion

p

on eqginty since MBO +28%

We will become a tughly diversified major resources group in our sector

with a unique business model that could not be replicated in any reasonable
tumeframe Increased scale will improve our nisk profile enhance access to
capital markets and allow us to participate in industry consclidation With
access to superor market intelligence, relationships with thousands of
supphers and customers and the sustainability and operating expertise to
operate in emerging praducing regions, Glencore Xstrata will be well placed
to capture new opportunities across the globe

Positioned for a changing environment

Ten years ago we positioned Xstrata to capture value in a world that was
changing Asllook ahead to our next 10 years it seems to me that the
industry landscape 18 again evolving in a way that is quite profound and that
demands new approaches 1o value creation, supporting the strategic rationale
for a combnation of these two businesses

The shift in the locus of global demand grewth for commodites away

from the OECD to the large developing nations, led by China, bas had an
important impact an global trade flows The value chain for commodities 1s
becoming longer, 1n geegraphic terms, and mare complex with new logistical
infrastructure being required to address new trade flows New relationships
are beng developed between suppliers and customers who also face new
risks and therefore have new product and service requirements




Well placed to benefit from positive industry dynamics

Demand drivers

Population growth
Urbanisation

Increase in wealth

Supply constraints

Industry at full capacity
Ageing mines/faling grades

Capital expenditure undennvestment

Matals Growing commodity intensity induding
early cycle commodities

Energy BRICs sull far below developed country
par capita energy consumption

Agriculture Growing food demand and changing
consumption pattems

Metals Mine supply growth constraints New supply
increasingly challenged by infrastructure

Energy New resources and reserves situated in challenging
locauons and hmited infrastructure

Agriculture Growing imbalance between regional demand

Glencore Xstrata 1s umqualy
positioned to capture value

Leading marketer of
2nc and copper

Leading trader in seaborne
thermal coal and oil

Leading grain exporter
from Europe/CIS/Austraha

Top five producer of copper,

nickel, 2ine ferrochrome

Number one export thermal
coal, and a growing oil producer

Grawing production base

Challenging new geographies

At the same time, the sources of supply of commodives are also diverging
Producers are looking further afield for access to new resources to highly
prospective emerging geographies as traditonal mining regions approach
depletion New small-and medium-sized producers are rapsdly emerging from
these countries seeking access to core markets but with bmited marketing
capabilities and canstrained access to infrastructure, finance and logistics

In addition, the social licence to operate and gain access to new resources
wrespective of the region will be determined increasingly by companies’
sustainability credentials and their relattonships with therr communities

The convergence of these trends means that our space and Glencore's areas
of experuse are merging, to create opporiunities for those comparues that
can position themselves 1o compete 1n an integrated way 1n this evohaing
environment

Our strategy for Glencore Xstrata envisages the delvery of value to
shareholders over the short, medium and longer term The combination
promises to deliver EBITDA synergies of at least $500 million per year in the
first year, pnmanly from the markeung all the combined entities’ production
by the marketing business unit By combining Glencore s more immediate
delivery of organic growth with our industry leading project pipeline, we
accelerate the overall growth of the combined entity to 11% compound
annual growth rate to 2015, compared to an average of 7% for our peers
Increased scale and diversity result in an improved nisk profile and greater
financial flexibility Our customers will gain additional secunty of supply as
we are able to leverage a more diverse range of sources of producuon and
from our improved ability to tailer products to thewr needs

and supply leads to greater seaborne trade

In the medium term, our intention Is to review the combined entity’s portfolio
of assets and projects with a view to improving overall returns We will be able
to diversify further into new attractive commodities and to apply world-class
operational excellence across the entire portfohio of assets Greater scale

will facilitate the acceleration of growth in the more prospective emerging
regrons while a broader range of acquistion oppartuniies will become
available to Glencare Xstrata Importantly, the unique market insights gleaned
from the most comprehensive marketing and trading network i our industry
will lead to new opportunities 1o create value which, with an entrepreneunal
and nimble culture, Glencore Xstrata will be well positioned to capture

The longer term potenual of a combined group 13 even more exciting

Our distinctive competitive positioning will allow Glencore Xstrata to see and
access opportunities from new sources of growth across multiple geographies
and commodities and along an evolving value chain We will be able to create
deeper and more responsive customer and suppher relatonships leveraging
the power of an integrated global network, expertise and operational
capabihities to provide enhanced secunty of supply a broader range of
products and quahties, and new services to manage evolving nisks, for
example in logistics, financing or sourcing And we will continue to focus on
doing this in a way that delivers wital products for society to where they are
needed in a responsible manner that creates lasting benefits for the countnes
and communities in which we operate

wod geasx mmm | | 107 Loday fenuuy | erensy | :"

MBIADBI JIBBIEJJS

MAIADI BIURWIONS

aJUWIAAOE)

Slualalels [eldueuty




wod Eensx mam | | L0g Boday [enuuy | mensy | g

Chief Executive Officer’s
strategic review continued

Diversification a key competitive advantage

Integrated Global
monoliths diversifiads
Glencore
Rio Tinto Xstrata
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5 Anglo Glencore
_(Ez Amernican

é Xstrata

BHP
Billiton
Focused
locals

Number of commodities

Governance and management structura to deliver strategy

The governance structure of the combined group 1s an essential element

of the transaction we are proposing to shareholders The agreed structure
protects our shareholders interests and ensures that the merged entity will
be able 1o execute (ts strategy to its maximum petental Expernence tells us
that securing a sustainable governance structure that deploys management
according 1o s respective strengths and protects both sets of shareholders’
interests 1s one of the most iImportant factors in creating lasting shareholder
value from mergers

The combined group will unite two entrepreneurial management teams

each focusing on thewr respective strengths to maximise the combined group s
potentual The Board of 11 will compnse Sir John Bond, current Xstrata plc
Chairman, who will be 1its Charrman with esght addiuanal non-executives —
four from each company — plus myself and Ivan Glasenberg | would assume
the role of Chief Executive with Trevor Reid as Chief Financial Officer and

Ivan Glasenberg currently Glencore Chief Executive Officer, would become
Deputy Chief Executive Officer and President Key elements of our integration
approach have already been agreed to retam our decentralised business
model and entrepreneunal culture, and to allow both businesses to continue to
operate successfully — but now in a joined up way —uniquely to create added
value for all shareholders of the combined company

The nght terms

Although both companies are of a similar size and trade on similar multiples
the terms we have agreed with Glenceore provide our shareholders with an
advantagecus share of the merged entity

The merger will be earmings accretive to Xstrata shareholders from the first
year Our shareholders will continue to benefit from our organic growth
potenual, complemented by Glencore's near-term, high-return growth to give
the combined group a compound annual growth rate of 11% per annum in
copper equivalent tonnes from 2011 10 2015

While the terms are clearly advantageous to Xstrata shareholders, they do
not cause a punitive dilution that would be unacceptable to Glencore
shareholders and would probably be reflected in the share price Both
companies shareholders will benefit from the value-adding potential of the
combination, immediate synergies of $500 million per annum from the first
{ull year post completion and the financial and strategic flexbility to pursue
opportunities within and external to our expanded business | believe these
are the best possible terms from a combination of Glencare and Xstrata that
I could achieve for our shareholders When taken together with the supernior
governance structure outlined above, the terms reflect both the ngour of
our negotiation and the universe of the possible

20114 and combined 2011 EBIT by division extracted without matenat adjustment from the Xstrata unaudited
preliminary results for the year ended 31 December 2011 and Glencore’s unaudned profit esumates for certain
financial information in respect of the year ended 31 December 2011 Information in respect of 2009A and 20104
has been extracted without matenal adjustment from Glencore’s IPO prospectus and Xstrata's audited financial
staternents in respect of the year ended 31 December 2010 Adjustments have been made 1o ehminate tading

and balances between Xstrata and Glencore




Full integration through the value chain

Production/processing Marketing/distribution
Moetals Mine/ Process/ Optimisation of
produce refine logistics/blending
Ene Acquire/ Customars
oy Energy develop P and markets
3rd party 3rd party ot
P P Shipping
Agriculture mine/ process/ Warehouse
produce refine Delvery
N Unique insight
Value capture g
Top tier industnal assets Blending Logistics and Arbitrage
* Leading growth * Broader range of products infrastructure * Location/product/ume
* Optmising of upstream and processng * Upgrading of subspec praducts * Extensive and global {inefiicient forward curves)
faohties to ncrease margins = Product substitution commadity books

+ Ability to refine complex feeds

* Cost opumisation

The strategsc rationale for combining our companies is both exciting and
compelling Glencore Xstrata will create a vertically integrated strategically
flexible and rumble business Our company will have an aligned strategy a
robust board and a highly entrepreneunal and dynamic management team
Combined with the strategic flexibility and capabiliies to respond to an
industry that is evolving ever more rapidly Glencore Xstrata will be positioned
to conunue both compares track record of creating superior shareholder
value - the whole will be greater than the sum of its parts Xstrata's
independent directors have unarimously recommended the transaction

to Xstratas shareholders

Mick Dawvis
Chief Executive Officer

* Swap amangements
* Reduced shipping costs

Economies of scale
* Logistics/storage costs
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Market outlook

China year-on-year changes
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25% ——
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China industral production China leading incicator EW industnal production

Markets

Global demand for commodities remained strong dunng 2011 and 1s
continuing to grow nto 2012, despite mixed econormic growth across the
major markets Demand for commodities 15 closely correlated with global
economic growth and in particular mdustnal producuon

Fast-growing economies including China and India, experenced high
inflation due to the combination of elevated commodity prices and domestic
constraints such as tightening labour markets or insufficient physical
infrastructure Growth in these markets 1s tempered by government actions in
response to inflabonary pressures, but rates of economic growth and demand
for commodities are expected to remain robust Overall the outlock for the
global ecanomy presents a picture of moderate growth for the coming year

In 2011, Chinese industnal praduction mantained its strong growth trajectory,
despite fears of a drop in export demand The People s Bank of China began
to ease monetary pehicy as inflation receded and economic growth receded
from the 10% average annual growth rate of the last few years Government
intiatives and cantinued domestic demand will mitigate the slowdown being
witnessed tn the high-end Chinese property market

European Union year-on-year changes

United States year-on-year changes

15%
10%
5%

[# ¥

g

0% [ |
® [# IR

2009 2010 2011 2006 2007 2008 2009 2010 20M1
Dec Dec Dec Dec Dec Dec Dec Dec Dec

EU leading indicator US industnal production US leading indicater

For many European countries, public austenty measures undermined
domesuc demand and reduced confidence in 2011 Large scale monetary
stmulus 10 the banking systemn at the end of 2011 and in eardy 2012 has
eased fears of an imminent implosion of the Eurozone However, the regions
problems of high debt, low growth and uneven competitiveness will take
many years to address and low growth is likely to continue, even if the
currency union can be preserved Germany 1s the major exception benefiting
from a relatvely weak euro and strong compeutiveness due to the fact that it
undertook its own reforms at a tme of buoyant external demand

In the US, employment 1s nsing and economic growth has become more
robust and se!f-sustaining following the deepest and longest labour market
slump in post war US history The US property market continues to restructure
In response to the huge number of fareclosed properties and its construction
sector 1s only likely to recover once this has been accomplished




Average commodity price

38,000

19,000

9,500

Revenues and earmings for mining companies
depend to a large extent on the commodities
produced As these commodities are traded
globally, we do not, in common with our
competitors, control the prices we receve

for our commodities Commodity pnces are
significantly affected by global economic
conditsions and, n particular, industnal
preducuon, which drives global demand

for metals and energy

06 07 Q8 o9

Copper (average LME cash prce) $/t
South Afncan export themal coal $/t
Australian expaort thermat coal §/t

Australian FOB export coking coal §/t
Mickel (average LME cash pnce} $/t
Zinc (average LME cash prce) $/

Outlook

Significant short to medum-term uncertainty remains despite signs that

the global economy has managed to avord another recession The massive
monetary stmulus provided by Western central banks has supported financial
markets and banking systems, in turn stabilising growth Major emerging
markets are slowing from very high growth rates to mare sustainable levels
and, despite the Eurozone sovereign debt cnsis remaining unrescived,
econgmic indicators suggest a moderately robust outlook for global growth

Our propnietary early-warning tracking shows real economy and industnial
preduction indicators pointing towards stable growth for the two largest
economies, the US and China This, along with nsing prospenty in Southeast
Asian and African countries, will underpin demand for commodities

In contrast, the Eurozone faces a detenorating outlook as the southern
penphery dnfts into recession

High energy prices could undermine demand in advanced ecanomies and
further himit cutput growth in emerging markets The long-term salvency

of major economies such as Span and laly will depend on their ability to
reform labour markets and raise their growth potential This slow and difficult
process may yet falter, possibly leading to a public debt default with major
implications for the global banking system

"

Lead {average LME cash price) $/t
Ferrochrome {Metal Bulletn) ¢/ib

The longerterm prospects for the world economy are positive and global
demand for commodities remains high and looks set to continue The
increasing number of middle class consumers and heavy investment in
emerging markets’ physical infrastructure are important long term drivers
These should persist regardless of recent developments in emerging markets
as government measures to control inflaton temper growth rates In addition
rising Inving standards mean that large numbers of households are joining
the middle class in developing countries This trend will support a substantial
ncrease in the cansumption of basic matenals via demand for consumer
goods and for more modern residential and commercial buildings

The Charrman's statement (pages 4 to 7} and Chief Executive Officer’s
strategic review (pages 10 to 19) include commentary on the outlook for
Xstrata's markets More detailed commentary on each of Xstrata’s key
commodues 15 included in the Operating review {pages 46 to 77)
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Risk management

Risk s inevitable in business 1t goes hand-in-hand with opportunity
But 1t 1s possible to manage nsk We have created a risk management
system that allows us to pursue business opportunities and grow
shareholder value as well as developing and protecting our people,
our assets, our environment and our reputation

Our comprehensive nisk management system has been implemented across
our businesses its processes are defined within a risk framework that 1s well
understocd across all operations Managing risk is a continuous challenge
Self-assessment 1s ongoing within each business umit to identify, evaluate
and manage significant nisks, and results are regulary updated on our Group
risk registers

Each cammodity business and corporate funcuon s required to undertake
a comprehensive annual nsk review These results are then implemented
into the annual business plans presented for Beard approval

Progress against these plans, significant changes in the unit’s nsk profile
and acuons taken to control and mitigate nsks are reported regularly to its
audit committee, the Group Audit Commuttee, the Executve Committee
and our Board

Many nsks inherent in an international mining business will always exist

The challenge 15 to manage them effectively Our principal resks relate

to operavional challenges, mining activities and project management, and
include health, safety, environmental and community nisks We also face nsks
associated with commeodity price and currency exposure and the management
challenge to deliver on investor expectations

The principal risks and uncertainties that may impact our ability to execute
our stated business strategy are detaled on the following pages They

have been assessed according o matenality, hkehhood and the residual

nisk after controls have been implemented Further information on our sk
management controls and processes s provided n the Corporate Governance
report on pages 87 to 95

"Our comprehensive risk management
systermn has been implemented across

How risk 1s managed at Xstrata

Board
Overall responsibility

Board Audit Committee
Oversight role of the effectveness of  —
controls and the ongoing management
of identfied nsks

Commodity businesses
* Comprehansive annual nsk review

* Alignment of business plan cbjectves
with nsk

= Ongoing process to identfy, evaluate
and manage risk

= Actions taken and progress made to
address controls and miugate risks
reparted to the commodity businesses
audit commuttees who oversee the
offectiveness of controls and the ongoing
management of identfied nsks

our businesses”

Peter Hooley
Chairman of the Audit Committee

Internal audit
The global head of internal
audit and risk reports
significant commodity
business nsk matters to the
Beoard Audit Committee




Principal nsks
Risk

Commodity price volatility

Our revenues and earnings are dependent
on prevalling commodity pnces which are
determined by the supply of, and demand
for, raw matenials and are closely inked to
global economic growth Consequently,
commodity prices, and particularly those
for exchange-traded commodities may
fluctuate widely

Fluctuations in currency
exchange rates

Our products are generally priced in
US dollars while our operations and

operating casts are spread across 20
countries with fluctuaung cumencies

Political and fiscal tntervention

Qur operations and projects span 20
countries Some of these have complex

and unstable political or soeial ehimates
and, as a result, present higher nsks
Polincal risks range from changes in
legislation or regulation, taxes or royalties,
expropriation of assets, infrastructure issues,
currency restrictions, and renegotiation of
or changes to, mining leases and permits

Impact

The impact that fluctuations in the price of
our commodives had on our operating profit
1s detaded in the consolidated operational
results section of the Financial review on
page 40 to 41 Commodity price trends and
commentary ¢n the cutlook for each of our
commodity markets are provided in the
Operating review section on pages 46 to 77

Fluctuations in exchange rates, particularly
movements in the Australian dollar, Canadian
dollar and South African rand against the

US dollar, may have a material impact on

our financial results or affect our investment
grade credit rating

The impact of exchange rate fluctuations
on our operating profits and average
exchange rate companisons are detailed in
the consolidated operational results section
of the Financial review on page 41

Politica! risk can adversely impact our
profitability in various geographies or at
certain operations Changes to the political,
community or fiscal structure of a country
could render it an unsuitable location for
efficient operaucns or the development of
new projects and impact investor confidence

Mitigation

We maintain a dwersified portfolio of commodities

to reduce the impact of price mevement in any one
commodity We do not typically implement large scale
hedging of price movement imtiatives Instead, we aim to
continually reduce costs and maintain low cost efficient
operations while optimising our portfolio and returns
throughout the commodity price cycle

We maintain an investment grade credit rating Our Group
Treasury pelicy 1s actively monitored and reported to our
Executive Committee on a monthly basis All our debt1s
now covenant-free, which reduces our financial nsk during
periads of low prices

We maintain a diversified portfolio of assets across
several geographtes and operating currencies to reduce
the impact of price movement in any one commodity
We may use currency cash flow hedging to reduce our
shornt-term exposure to fluctuations in the US dollar
against local currencies

Information on our foreign currency hedging is provided

in the Finanoal review We regularly review our financial
structure, including exposure to Interest payments, interest
rate changes and amendments to taxation regulations to
ensure that we comply with all retevant regulations and to
maximuse our financial efficiency

We maintain an investment grade credit rating Our Group
Treasury policy 1s actively monitored and reported to our
Executive Committee on a monthly basis

We manage a broad geographic spread of assets thereby
diversifying political nsk A thorough nsk assessment s
conducted on any country where we are considering
Investments or activities We also regularly review poliueal,
regulatory and social nisk within the countnes in which we
operate to ensure that these have been identified and are
being managed to within acceptable levels

Our business s built on partnerships We work in
partnership with our people and local communities to
ensure we all share the benefits of our success, thereby
earning and mantaining a social hicence to operate We
regularly review investment terms in joint venture and
partnership agreements to ensure fairness and reduce the
nsk of renegotiation

We maintain an extenswve, transparent and open dialogue
with regulators and local regonal and national government
bodies and, where possible, enter tnto tax stability
agreerments We also work closely with our competitors and
peers to facilitate industry-wide partoipation in

negotiations around tax changes

We follow and address all changes to legislauon and
ensure we are compliant at all umes with new laws and
regulations and with the standards set out in our
Sustainable Development Framework
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Risk managerment continued

Risk

Security of energy supphes

Increasing global demand and mited new
supphes impacis the pnce and availabihty
of energy Many factors that reduce the
reliabibity of energy supply or increase
energy prices are beyond our control These
include strong demand from the Asia Pacific
region, political regulatory and economic
uncertainties, costs associated with ermissions
from fossil fuels and problems related to
local generation and transmission of power,
such as electncity constraints in South Afnica
and natural gas shortages in Chile We are
someumes dependent on one energy
company, such as Eskom in South Afnica

Emissions and climate change regulations

We gperate in several jJunsdictions in which
legislation to limit or reduce emissions has
been introduced or 1s being considered
Climate change related legislation could lead
to increased costs for fossit fuels electnaty
and transporation, restnicted industrial
emussions, the impositon of charges for
erissions In excess of permitted levels and
expenditure on momtoring, reporting and
accounting Our customers and suppliers are
becoming increasingly aware of their own
carbon and water footpnnts and are
selecting partners who are actively reducing
their impact on the environment

Impact

The price of energy greatly impacts our
operating costs because many of our
operations and faciities are intensive

users of natural gas, ol and other fuels
Constrained energy supphes may impact
our ability to operate, or threaten planned
operational expansions or the development
of new mines Approximately 10% of our
total operating costs relate to enengy

Climate change related legislation such as
carbon pricing proposals in Australa

Canada and South Afrnca, may result in direct
financial and preduction costs, higher energy
costs or even restricted energy supply, which
could have a matenal adverse iImpact on our
ability to matntain production or contain
operating costs Failing to meet and exceed
best practice for monitorning and reporting
our emisstons will have a reputatonal impact

As the world s largest producer of export
thermal coal, our financial position will be
materially adversely impacted by any
significant dechne in the use of coal as a
power source as a result of carbon taxes,
emisstons trading or stralar legislation

Climate change may lead to weather-related
events or other physical threats, such as
disruption te transpart nfrastructure that
could hamper production or damage assets

Mitigation

We constantly assess and monitor energy related nsks and
regulary revisit and revise assumptions Al the design stage
of our projects we assess nsks associated with energy supply
Energy efficiency plans have been implemented across

our gperations

We have developed propnetary energy generation facilities,
such as a gas-fired power plant at Mount Isa Mines, and
feasibility studies are currently being conducted into a
hydro electric power plant in southern Chile We have also
developed energy efficient technologies Xstrata Alloys”
proprietary Premus technology reduces the energy
consumption of ferrochrome smelting by more than 20%
compared to conventional processes Wae are also pursuing
the recovery of existing resources, such as captunng coal
methane for electneity generation, and explorng
opportunities to use lower-carbon pawer sources, including
renewable energy

We negotiate long term energy contracts to reduce
dependence on spot markets and continuously seek to
diversify power sources and identify alternatives

Qur management place a high prionity on chimate change
1issues and are committed to measuring, controlling and
reducing our impact We continually seek ways to
understand our carbon footprint and reduce the carbon
intensity of our operations and activities We regularly
undertake studies to better understand potential physical
and weather related nsks of climate change on our
operations and logistics, and incorparate those findings mte
our longer-term planning The cost of carbon 15 also included
In our existing business and investment decisions

Our commodity businesses actively develop and implement
relevant chimate change strategtes, which include
performance targets and time frames to achieve these We
moniter all our emissions te air Operations that emit SO, set
annual targets to reduce their emissions and increase the
proportion of emitted gas they capture, ther progress 1s
reported annually in our Sustainability Report

Xstrata Coal actively invests in and advocates government
suppont for research and development projects to reduce
greenhouse gas (GHG) emissions from the use of coal in
power generation Increased global demand for energy,
particularly in developing countries, and its refative cost
position, avallability and secure supply should ensure
dermand for coal 1s supported

We parucipate in industry and regulatory inatives 1o
address chimate change and associated 1ssues, and our
executive management team is actively involved in the
International Council on Mining & Metals Executive’s working
group on climate change We also actively engage with
gavernmenits through industry associations and
independently to discuss the potential implications of
proposed legisiavon and to understand and manage
potental impacts




Risk

Project development

Part of our three pronged business swategy
rests on organic growth from a pipeline of
projects across many countries Thetr
development can be affected by many
factors, some are outside our control These
include technical uncertainties, availability of
suitable financing, infrastructure constraints,
cost overruns overstretched management
and insufficient skills or resources Problems
obtaining, renewing or extending relevant
operating, social or environmental permits
or other legislative requirements can

cause unexpected delays Anti mining
sentiment by local communities and/or

non governmental organisations can slow
or halt the development of projects or
influence government processes

Talent management = recruitment
and retention

Increased demand for commodities and
higher commodity prices have led to greater
investment in the mining industry and, as a
result, iIncreased competition to recrust and
retamn a kmited number of expenenced and
qualified people The development of cur
prpeline of organic growth projects requires
large-scale recruitment programmes to
attract new employees to our business

At the corporate centre, as a result of
our decentralised structure, we have a
streamlined management team

tmpact

Any restriction on our ability to develop our
pipeline of projects and replace older
operations with new, lower cost supply will
impact future revenues, costs and the
Company's reputation

Severe shortages of resources required to
complete projects, such as labour,
equipment and raw materials, can create an
inflationary environment which would impact
our ability to control associated costs

Qur future success as we expand will be
dependent on our ability to attract and
retain highly skilled and qualified personnel
Production and project development will be
affected if we are unable to attract the nght
people to our business

Qur lean management structure s
dependent on a small number of key
employees The loss of any of these
individuals could significantly disrupt
our business

Mitigation

Cast control 1s tha key to project development Our
commodnty businesses have an excellent track record

of delivenng major capital growth projects both on tme
and on budget We also benefit from extensive project
development expenence within our management teams

Each business has a comprehensive project approval
process that governs every stage, from approval to
commussioning, and includes future scenano planning This
ensures that matenal nisks are comprehensively assessed
and, where possible miigated before the project proceeds
to its next phase We have an embedded internal Audit
focus on project development, whach includes an early
warning system to ensure projects are on track Regular
detailed progress reports on each major project are
provided to our Executive Committee

Projects are regularly audited against the specific
performance standards of our Sustainable Development
Framework to ensure sotial, environmental and ethical
risks are propery identified and managed

We regularly communicate and work in partnership
with government bodies, communiues and stakeholders on
project development

Wae ngorously evaluate our project pipeline and, «f
appropriate, earmark specific projects for disposal,
postponement or partner ntroduction Such actions depend
on nsk profile and an assessment of potenual value

We aim to attract and retain the best people at every level
of our business The strategy for how we will meet our
personnel requirements is regularly discussed at Board and
Executive Commuttee level Our human resource teams meet
ragularly to increase co-operation among our commodity
businesses programmes, to share best practice and to
further our strategy of achieving a competitive advantage

for attracting and retaning personnel We regularly review
and adapt our recruitment and retention programmes 1o
reflect changes in the labour market

We provide our people with industry leading career
development opportunities, well structured employment
contracts, competitive remuneration and incentives and fair
and non-discriminatory workplaces

We believe that our devolved management structure,
coupled with our support for entrepreneunal initiatve,
offers unparalleled career development opportuniies

and 15 a key retention feature Each of our people can
play an actve role in our success Fast track and executive
development programmes are in place and formal
succession planning 1s regularly reviewed

woa mensx mmm | |10z voday [enuuy | measy | B3

mones aibazens

MBIAT DIURULIOHS]

adueIaAch)

SIUSWEIS |2IDUeLIy




wod epensx mm | | 10z Hoday jenuuy | mensy |g

Risk management continued

Risk

Social and community

Qur operations and the development

of our project pipeline can impact local
communities On 0ccasion, communtes
may need to be resettled or local
infrastructure moved In some regions,
communities may oppose mining activities

Health, safety and environment

Our operations are subject to extensive
health safety and environmental (HSE)
regulations and legislation and community
expectations We must comply with current
new and upcoming laws and our Sustainable
Development Framework

Cost control

We are unable to dwectly set the prices

of our commodities and, as such, qur
competitiveness and long term profitability
are largely dependent on our ability to
reduce costs and mantain low-cost
operations

The cost of extracung and processing raw
maternals 15 affected by the costs of
consumables, such as reductants and
reagents, energy, labour transport and
equipment Many of these elements are
susceptible to supply and demand forces
which create inflabonary pressures

Impact

Projects could be delayed without broad
local community support, impacting future
operating profit development costs and
our corporate reputation

New or amended HSE regulations and
legislation may lead to increased operating
costs or, In the event of non-compliance,
potential fines, penalties or other actions
that may adversely affect our financial
poswion Rehabilitation costs, which are
usually esimated and provided for over the
Iife of operations and based on the best
mnformauen avalable, may subsequently
increase affecung earnings

Any breach of our own best practice
standards on HSE performance and
community relations could damage our
reputation and, as a result, our licence

to operate HSE standards at acquired
operations may also not meet our standards

Cost control can help n the creation of
value and 15 also a measure of the quakity
of eur operational management and aur
stewardship of assets Cost performance
15 an IMportant management measure,
and 1s regularly reported 1o our
Executive Committee

Mitigation

We work with affected communities to identify and evaluate
their needs and concerns at every stage of a project’s
development and to assess the likely impact on them

We carmry out social and human nghts baselne studies
and nisk assessments, and engage with communities in a
transparent and culturally appropnate manner respecting
local laws, customs and hentage

Our commitment to sustainable development, ncorporating
envirenmental, economic and social perfermance, s
embedded in our operating philesophy Qur businesses
operate in accordance with our Sustainable Development
Framework and aspire to achieve the highest international
standards regardless of location They are regularly
audited through our Sustainable Development Assurance
Programme, and health, safety, environmental and social
performance indicators are reported to our Executive
Commuttee and Board

We have effectwe management processes in place that
support our businesses and sites in complying with regulations
and legsslations in each country in which we operate

We are in regular contact with governments and regulators
to ensure we are aware of and able to comply fully with
upcoming regulations and legislation

We assess HSE nsks and opportunibes of acquired
operations during integration and implement action plans
to address underperformance

We conduct regular internat audits at operations to identfy

potential efficiencies, and incentvise our managers to reduce

therr aperating costs on a year-on-year basis In each of the |
past ten years we have achieved real cost savings within

our operations, including 1 9% in 2011

Qur world-leading Xstrata Technology Services develops
technologies to improve efficiencies and reduce operating
costs for mineral processing and metals extractron Cur
commodity businesses also invest in the development of
lower cost propnetary technologies




Risk

Operational nsks

Qur operations are affected by factors,
such as the avastability of raw matenals,
water and power, that are, to a large extent,
outside our contral We also face myriad
operating nisks These mclude unusual or
unexpected geographical features, ground
conditions or seismic activity chimatic
conditions, such as flooding, drought or a
reduction in permafrost, nterruption to
power supplies, congestion at commodities
transport terminals, industnal action ar
disputes, environmental hazards, and
technical failures, fires and explosions and
other incidents at a mine, processing plant,
terminal or refated facility

Rasarves

Mine reserves decline as commodities are
extracted Successful exploration and
development activities that extend the lves
of exssting mines and access to new
properties containing economically
recoverable reserves are vital to our future
success Vanious government permits must
be obtained to develop reserves

Impact

Changes to our operating environments may
adversely affect operating performance,
production levels, unit costs and operating
profits

If we are unable to access new reserves ar
extend the lives of existing mines, future
profitabulity may be impacted Declining ore
grades at existing operatrons will increase
operating costs

Mitigation

Our stated objective 1s to ensure ‘an environment where we
can confidently grow shareholder value through developing
and protecting our people, our assets, our environment
and our reputation’ Consequently, we have a robust and
comprehensive programme in place that identifies,
understands and manages the nsks that affect our business
This includes a crists management planning process
connecting operations businesses and the corporate
headquarters through clearly defined escalation
requirements Each commodity business also conducts an
annual risk review and updates its nsk register accordingly

We conduct annual updates of the quantity and quahty

of estimated provan and probable reserves to reflect the
extraction of commodites, additional drilling or other data
We publish reserve and resource estimates on our website

We maintain a transparent and open relatonship with
regulatars and local regional and national government
bodies and closely moniter compliance with legislation and
with the standards set out in our Sustainable Development
Framework
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Key performance indicators

Financial key perforrmance indicators

Xstrata’s financial performance during 2011, including key performance
indicators (KPIs), 1s discussed in mora depth within the Financial review,

on pages 40 to 45

Our management use these financial KPls as benchmarks by which t
o monitor the Group’s progress in delivering our stated strategy of creating
shareholder value by growing and managing a diversified portfolio of mining

and metals businesses

Earnings per share* (U%q) Astrata FTSE diversifieds*
Earrmings per share {EPS) shows attnbutable profit
or net earnings, that 1s earned per share Our
growth 1n earmings per share, compound annual 0/ <y
growth rate (CAGR), 1s shown compared to 1.97 1 1 (o] 5.79 20 O
the average for the FTSE dwversified miners increase Increase
Anglo Amencan, BHP Billiton and Rie Tinto

3 CAGR' 34% 5 i 579

£ 317 5 CAGH' 28%

482
277 a_ 43
2_ 3 383
197 -
177
1 =— 244
105 ]
o 0
o7} a8 09 10 11 o7 08 09 10 "

EBITDA* ($m) Astrata FTSE diversifieds*
Our growth In earnings before interest, tax
depreciation and amortisaton (EBITDA) before
exceptional itemns 1s compared against the average $ (y o/
for the FTSE dversified miners It indicates the rate 1 1, 648] n 1 2 (o] 26, 800m 1 7 (o)
at which our earnings grew Increase increase
The EBITDA margin demonstrates how efficiently $m % $m 26,800 %
revenue 1s converted into EBITDA The margin 12,000 CAGR! 42% 11,648 45 25 000 CAGR! 24% 50
caleulates EBITDA before excepuonal iterms as 10873 - - 22,980 -
a percentage of revenue 10,000 9645 10,386 20,000 ——i‘l,_b.‘)b\/ 40

8000 \/_ 2 5000 7P 30

6060 6788 13472 =

-

10 000 20

4000 15 =

2,000 5,000 10

o 0o o0 0

o7 o8 09 10 1
EBITDA margin {%)

07 08 09 10 1
EBITDA margin (%)




Real cost savings Xstrata FTSE diversifieds*
(% of operating costs)
Sustainable real cost sawings are an important
driver of value and a measure of our operational 1 90/ 2 1 (y 4 1 Cy 1 0/
excellence In 2011, we achieved real cost savings . (o] e . (o) . 5 Q
equivalent to 1 9% of our operating cost base cost saving average cost reduction cost increase average cost increase
Cost sawings as a percentage of an inferred cost ﬁg.nease%
base, in other words revenue less profit, are shown g 4
to the nght This percentage figure offers a - - a1
comparable measure against FTSE diversified 3
miners using publicly available data -1 10 2
13 =~ 24
1 22 19
2 19 —
- o
27
= L
34 -2
4 3 27
Cost 07 08 09 10 " Cost o7 08 a9 10 1"
Saving % Saving %
Total shareholder return Total shareholder return
Total shareholder retumn 1s calculated by adding Value of investment (£)
together the growth in the share price and
dividend income, with the assumption that all
dwvidend income 1s renvested in the shares
The graph shows the total shareholder return on
a £100 investment in Xstrata, and benchmarks
this against the total shareholder return fram an 150
equivalent investment in the FTSE 100 index of -
the UK's largest companies
100
ﬂ * Xstrata EPS and EBITDA on pre exceptional stems
statutory basis [l e acquisitions included from date of
transaction completion), EPS adjusted for nghts issues
0 ** Weighted average for Anglo Amencan BHP Billiton
— and Rio Tinte BHP Bulliton adjusted to December
04 Q7 08 o9 10 1" financial year for companson purpases
Xstrata Plc FTSE 100 Index

t Cempound annual growth rate (CAGR) 2003-2011
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Key performance indicators continued

Non-financial key perforrmance indicators

Our Board regularty monitors a range of non-financial KPis to assess
tha Group’s performance agamnst sustainable development targets and
strategic objaectives These non-financial KPls are considered alongside
our financial performance against a range of stated objectives

Qur industry-leading Sustainable Development (SD) Framework, which
provides guidance on how we can implement, review and improve our
management of sustainability across the orgamisation, 1s set and overseen
by our Board

Our SD Framework has been mapped to international standards, and
comprises our Statement of Business Principles, 5D Pcolicy and 5D
Standards and Assurance Programme

Qur management model 1s lughly devolved, and each commodity business
15 responsible for the implementation of our SD Framework across their
operations They review and evaluate therr performance against the SD
Framework every quarter and report progress to our Board, Health, Safety,
Environment and Community {HSEC) Committee The HSEC Committea
benchmarks our performance against other mining and extractive sector
companies

The non-financial KPls within the SO Framework relate to safety,
environmental incidents, water and energy usage, employee tumover,
training, and support for community inttiatives  Progress 1s reported
regularly to our Board, Executive Committee and semor management

Our internal audit programme examines health, safety, enviranment,
ethical and community nsks

Safety Total recordabla injury frequency rate
{per milhion hours worked)

{Injury frequency rate}

We believe that every work-related incident, lliness
and injury 15 preventable and are committed 1o
providing a safe workplace

Six people {four contractors and two employees}
lost their lives at our managed operations in
2011 (2010 three people) We do not distinguish
between contractors and employees, the safety
of all our workers 1s of equal and paramount
importance

We insist that our contractors comply fully with
our safety standards and procedures, and monitor
therr compliance All our sites hold regular and
appropriate behaviour based traimng with
particular emphasis on identifying and managing
major hazards Our managers work with therr
supervisors and field operators to identfy
appropriate topics to be covered in daily team

P

|.n

P

1D

88

Lost ime injury frequency rate
{per million hours worked)

26% 34%

decrease decrease

21
19

70 15

52 10 13

talks and safety training

We vrack lost bme injuries and also total recordable
njunies, which 1s a broader measure including

lost tme injuries medical treatment injunes and
restricted work injuries for our total workforce,
including contractors We track frequency rates

for both these measures per million hours worked

For the eleventh consecutive year, there was a
significant reduction in the frequency of total
recordable and lost time inpuries Total recardable
injunies fell by 26% and lost time injunes were 34%
lower than in 2010




Greenhouse gases

Greenhouse gas (GHG) emissions are measured
as (CO,) equrvalent (CO,-e) tonmes Electricity
usage, methane released during coal mining in
some regions and post mining fugitive methane
emissions from our closed coal operations
represent our main sources of GHG emissions

We are seeking to reduce these GHG emissions
through improved energy efficiency and where
possible by capturing coal-seam methane to
generate power

Xstrata Coal's Australian operations continue to
invest in technology to use as much as possible
of the methane emissions 1t has caused for
energy generation Generating capacity from our
methane-fired power stations was 31MW in 2011
This electricity 15 either used by our mines or sold
to the local gnd

Greenhouse gas emissions
{COz-e mt)

4% 8%

decrease indirect increase direct

eMmissIons emissIons
30
= 220 244 %2
103 ?9
bl 85
15
w0 ;35 141 153
S_
[¢]

Alloys 31%
Coal 42%
Drirect energy Copper 1%

09 10 1
Indirect energy

Environmental incidents

We grade environmental incidents accarding

to severity Category 1 represents very minor
ncidents with neghgible impact Categary 3
incidents cause moderate, reversible environmental
impact and require moderate remediation
Categones 4 and 5 represent major or disastrous
ncidents with medium to longer-term impacts
respectively We aim for zero category 3, 4 and 5
incidents This target was achieved for a second
consecutive year in 2011

Environmental incidents
(Category 3)

0

Category 3 or above
environmental incidents

L
A=

N
5.}

= - - L)
(L] (=" (7.} o

NIt Nl
09 10 n

=]
k=1

Nickel
Zinc

CO;-e by commodity business
{% of Group total)

%
9%
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Key performance indicators contmued

Energy usage

Energy is measured in petajoules (PJ) and
includes both electncity usage and energy from
the combustion of fuel Efficiency and enengy
consumption reductions drive both cost savings
and emissions reductions

We aim to conunually improve energy eflicency
across our operations Our commodity businesses
have bespoke energy efficiency plans and regular
anengy audirs arne camed out

Many Of our opera!mns use energy mtenswely

Our metallurgical operations are driven by electnaty
which represents more than half of all the energy
we use Diesel 1s the pnmary source of energy at
our mines 1t 1s used to run the mining fleet and
mobile equipment.

Energy usage
{Petajoules)

2% 17%

decfﬁ'asﬂ m increase In
indirect energy divect energy
150
120 121 0
_ 1045 16103;' 587
xQa, 541
80
623
0 504 530
e_
o9 10 n
Indirect energy Dwrect energy

Energy source
(% of Group total)

Coal/coke 4%
Other fuels 9%

Etectnaty  51%
Diesel 28%
Natural gas 8%

Water

Large valumes of water are used in the extraction
and processing of minerals and metals Many of
our operations are located in and regions making
effective water management and conservation
critical

We have endorsed the Umnited Nations CEQ
Water Mandate, publicly recognising that we
have a responsibility to make water resources
management a priority We are working with
governments, non-governmental orgamsations
and other stakeholders to address the global
water challenge

We measure total water used and water recycled
Our operations have an ongoing responstbility

1o increase the use of processed and recycled
wastewater in order to reduce our impact on local
water supphes Recycled water 1s predominantly
used in place of fresh water for processes such

as dust suppression

Each site has in place a bespoke water
management programme, tailored 1o specific
activities and local environmental condiuons

Total water withdrawn
{Megabhtres)

3%

decrease

Total water recycled
{Megahtres)

2%

decrease

300,000 350,000
o~
250,000 s § 3 300,000 o ‘§ 2
o, - 250,000 *
200,000 5 3 oW 5% 3
CV I 200,000 5
150,000
150,000
100,000 I
— 100,000
5_‘_0(”0 50,000
0 0
09 10 1 09 1 1




Employee turnover and training

Employee turnover 1s a measure of our success
in retaining people Our long-term success relies
on our ability to attract and retain the best,

most appropriately skilled people at every level

Voluntary turnover s calculated as a percentage
of 1atal permanent employees excluding
contractors It excludes compulsory redundancies
or peiformance-related terminations

We aim to provide our people with the requisite
resources to progress and excel in their careers
They also receive access to raining and skills
development to further their career progresstan

Ongoing training and education 1s conducted
both in the workplace and at external institutions
Both training hours and training spend are
calculated as an average per employes,
including contractors

In 2011, the average number of hours of training
undentaken by each employee was 48, 17% more
than in the previous year

Employee voluntary turnover

(%}
(o)
8%
ncrease
10
8
81
6 75
- 64
& _
2
0

Average workforce traring spend and hours

{$/hour)
17% 9%

Increase in Increase in
traimg hours traireng spend
2,000 50
- 40
1,500
30
1,000
x* ©
-] o~ o 20
L = o
500 - " &
- 10
0 0

o9 10 1
Average workforce traning hours

Corporate social involvement

At least 1% of annual Group profits before tax

15 set aside to fund initiatives that benefit local
communities We also make in-kind contnbutions,
such as equipment and management We support
programmes for community development, culture
and the arts, enterprise and job creation, health,
educanon and the environment

In 2001, we set aside $109 million or 1 3% of
Group profit before tax and contrbuted a total
of $102 milion, including $2 rmullion of in-kind
contrbutions, to support Initriatives that benefit
the communities in which we operate In 2011,
459 milhion funded socral and community
development projects, $23 millien was spent on
education imihatives $6 msllion on enterpnise and
job creation programmes, $7 million on health
projects $4 million on culture and art actvities,
and $3 miliian on environment initiatives

Corporate social
involvement spend ($m)

23%

InCrease

120
100 18
0 25 1001
0 54 813
0 593
20
o

oy 10 1

CSiin kind CSt Cash

Corporate social involvement
by region 2011 (cash only)

South Amenca 37%
Afnca 23%
Austratasia 29%

North Amenca 10%
Europe 1%
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Growuth projects

We are expanding a number of our mines and smelters and developing a
number of world-class new aperations and we remain on track to commussion
seven major expansion projects dunng 2012 Our projects will increase
copper equivalent valumes by 50% by the end of 2014 and reduce overall
operating costs We are also progressing a range of projects at each stage of

the project devetopment cycle Our organic pipeline compnses

* 20 approved major projects in implementation, compnsing a further

$12 billion of capital expenditure, and

= 46 projects in feasibility, pre feasibility or concept stage that will prowide
future growth options across a range of geographies and commodities

Once commssianed our approved projects will cement our top-five market
postion in major commodities New lower cost production will reduce overall
average operating costs by around 20% and our projects will deliver robust
returns, even at conservative long-run commodity prices

Commissiohed in 2011

Smce 2002, we have successfully commissioned a total of 22 major projects
In 2011, we commussioned 10 projects in total four of which commussioned

ahead of schedule

Project, location Commodity and capaaty*! Budgeted capex* Estmated capex* Schedule
Falcondo restart Dominican Republic 15ktpa rickel $24m $15m Planned restart to 50% production capacity
n ferronickel commenced in February 2011, under budget
Mangoola NSW Australia 8mitpa thermal coal £11bn $£380m Project commissioned ahead of schedule in
March 2011

Kikialik deposit (Raglan) Canada 7ktpa mickel $87m £91m First ore delvered ahead of schedule
(CADS8m) (CADI3m) n July 2011

ATCOM East South Africa 4dmtpa thermal coal $407m $464m Project commissioned in August 2011
{ZAR3 151m) [ZAR3 151m)

Newlands Northern Underground 3mtpa thermal coal $150m $150m Project commissioned in Qctober 2011

Queensland Austraha™

Collahuasi (150ktpd ore — Phase [} 10ktpa (44%mterest) $54m® $65m? Project commissioned in October 2011

Chde

Bladk Star Deeps Queensland, 120ktpa z2inc $116m $116m Project commissioned in October 2011

Austraha** {(AUD130m) (AUD130m) on schedule and on budget

Handlebar Hill Queensiand, 40ktpa zinc $38m $38m Project commissioned in December 2011

Australia™ (AUD39m) (AUD3%m) on schedule and on budget

Kidd Mine extension Canada** 50ktpa copper $111m $111Im Project commissioned in December 2011
(CAD129m) (CAD12%m} on schedule and on budget

Antamina axpansion Peru 40ktpa copper® $435m $435m Commussioning commenced in

(33 75% interest) Deacember 2011

*  100% unless otherwise stated

t Coal capacity stated as saleable production

** Mine life extension

1 Xstrata share

£t First five years annual production (Xstrata share)




In implementation
We approved seven key projects representing total capita! expenditure of
$2 & billion dunng the year

Planting programme at our Las Bambas, Peru

The large scale, long life and low-cost Las

* the Fraser Morgan nickel mine and an expansion to 40,000 tonnes per
annum at the Raglan nickel operatron, both in Canada,

* the Lady Loretta zinc project in the Mount Isa region, Australia,

* our share of capital to expand the jont venture Cerrejon thermal coal
operation in Colombia to 40 mithon tonnes per annum,

* the Tweefontein optimisation coal project n South Africa, subject to recespt
of final environmental approvals,

* the Ulan Open Cut coal project in Austraba, and

* the Mount Margaret copper project in Australia

Bambas project 1s scheduled to commence
production in the second half of 2014

Brownfield projects in execution

Prosect and locatgn :Ist:::t:t Annual project capaaty/commadity*t % complete*™ Start-up
Ravansworth North New South Wales, Australia 20% &mtpa thermal coal 14% H2 2012
Ulan open cut New South Wales Australia 0% 1mtpa thermal coal Approved H2 2012
December 2011
Antapaccay Peru 100% 160ktpa copper*® 56% H2 2012
Lomas Bayas 1 Chile™ 100% 75ktpa copper 77% H2 2012
Tswelopele pellet plant South Africa 795% 600ktpa chromite pellets 1% H2 212
Mount Margaret Australia 100% 3Ckepa copper 3% H2 2012
Collahuasi {160kt ore per day - Phase Il Chile 44% 10ktpa copper 15% 2013
Ernest Henry underground and associated magnetite plant 100% 50ktpa copper 48% 2013
Queensland, Austraha'’
Fraser Morgan Canada 100% bktpa nickel 6% 2013
George Fisher expansion Queensland, Australia 100% bdktpa zinc 35% 2013
Lron Il South Africa 79 5% 360kipa ferrochrome 1% 013
Cerrajén [Phase I) Colombia 333% 3Imtpa* thermal coal Approved July 2011 2014
Ulan West New South Wales, Australia 0% Tmitpa thermal coal 18% 2014
Tweefonten™ South Africa 79 8% 4mtpa thermal coal 0% Approved Q4 2011 2014
Qakimajurg and Mine 2 Lower Zone 100% tktpa nickel from mine (2014), 8ktpa 7% 2014/ 2016
nfrastructure and concentrator upgrade miekel from mne and eoncentrator
Raglan, Canada capaatty (2016)
Eland mine and concentrator South Afnca 74% 300koz PGM 41% 2016

*  1D0% unless otherwise stated

** As at 31 December

t Coal capacity stated as saleable producuon

1t Mine life extension

¥ First five years annual production (Xstrata share}
31 Xstrata share
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Grouwuth projects continued

Greenfield projects in execution

Project and location ﬁm Annual project capaaty/commodity*t % complete** Start up
Komiambo New Caledonia 49%* 60ktpa ruckel 8% H2 2012
Bracemac-McLeod Canada 65% 0ktpa zinc 30% 2013
Lady Loretta QLD, Australia 100% 126ktpa zinc 23% 2013
Las Bambas Peru 100% 400kipa coppert 8% 2014

t
t
k=1

100% unless otherwise stated

Indicative amount

As at 31 December

Effective share of cashflows and financing 90%
First five years annual production

During 2011, we achieved a number of significant milestones at our projects
currently in implementation including

* At Xstrata Copper

We have completed the installavon of the main concentrator SAG and
ball mylls and alk of the earthworks at Antapaccay We have purchased
100% of equipment for the project and have finalised all detailed
engineenng The crusher and conveyor systems are being installed as
scheduled and the project 1s on track to start production in the second
half of 2012,

We have completed construction and commisstoning of the main run-of
mine (ROM) leach systemn, as well as the power and piping infrastructure
for the Lomas Bayas copper expansion {Lomas Bayas l) The expangion
will extend the Lomas Bayas muine life by more than 10 years to 2024 and
15 on track to commussion the full system in the second half of 2012

We commenced inttial underground ore miming production from the
access dechine at Ernest Henry in December Commissioning of the
hoisting operations from the masn shaft 1s scheduled to commence in
2013 The associated base plant magnetite facility was commuissioned in
February 2011 and first exports began in June The magneute regrind
plant was commussioned in the third quarter of 2011, and

We have commenced early works at Las Bambas, following the approval
of the project’s environmental and social impact assessment in March
We are continuing to construct the new town to house the resettled
Fuerabamba community and access routes to the site Despite some
severe cost pressures, and incorporation of detaled engineenng design,
our copper team has contained significant cost pressures to 15% of

the oniginal $4 23 bilion budget Uncontrollable costs of $460 million
represent over two thirds of tha total and include inflation in the cost

of land acquisition and social infrastructure as well as delays to cur
permitting process resulting from the wholesale change in the civit
service which followed the presidential electron in July The project
remains on schedule for the second half of 2014

s At Xstrata Coal

* Ravensworth North recerved archasological and cultural hentage
approvals in 2011 and earthworks are now well advanced First
production 1s on track for the second half of 2012,

* At the Ulan West project, we substantially completed excavation of the
box cut for underground access and completed the earthworks for the
run of mne stockpile, and

Cerrejon’s PS00 phase 1 project commenced construction in the third
quarter of 2011 and 13 on schedule 10 be completed by 2013 Production
will progressively ramp up to 40 million tonnes per annum by the end

of 2015

* At Xstrata Nickel

* The Koniambo project remans on schedule to produce first metal in the
second half of 2012 In the last half of 2011, the project commenced the
powering up process of the electrical distrbution network and the ore
preparation facility

* At Xstrata Zinc

* We awarded contracts for the major infrastructure itemns, including the
hoisung system for the underground expansion project at George Fisher

Ravensworth North, New South Wales

Earthworks are welt advanced at the 8 million
tanne per annum thermal coal brownfield
Ravensworth North project, which s on track for
first production in the second half of 2012




* At Xstrata Alloys

* We commenced construction during April of the Tswelopele pelletizing
and sintering plant and are on track to complete i the second half of
2012 and reach full production in 2013 The bulk earthworks are
complete and the civil work on the cnitical path 15 over 80% complete

* We commenced construction of the phase two expansien of the Lion
ferrochrome smelter complex expansion and associated Magareng
ming developmentn South Africa The bulk earthworks are almost
complete and all the long lead items have been ordered with some of
the kiln components already manufactured We are accelerating the
development of the Magareng mine and now expect the mine and
processing plant to be fully operational in the first quarter of 2013, and

* We have progressed the development of the underground ming
infrastructure at Eland and completed the bulk of the surface
nfrastructure At both decline shafts the ore reserve development and
nitial stoping operations have commenced and combined production
volumes of around 50,000 tonnes per month run of mine ore have been

Platinum mine, South Africa

The underground operations at Eland will
produce 250 000 tonnes per month by the end
of 2013 and stead state production of 500,000
tornnes per month will be reached dunng the last
quarter of 2015, doubling production tevels to
300,000 platinum ounces per annum

achreved since year end

Next phase of growth projects

We bave a broad range of unapproved projects that are currently completing feasibility studies

Project Location Xstrata's interest Commoadity Stage

El Pachén Argentina 100% Copper Feasibilty
Energia Austral Chile 100% Power generation Feasibnlity
Frieda River Papua New Guinea 8182% Copper Feasibilty
Tampakan Philippines 62 5% Copper Feasibilty
Agua Rica Argentina 50% Copper Feasbility
Bulga optimisation NSW, Austraha 48 25% Thermal coal Feasibility
Rolleston expansion QLD, Australia 75% Therrmal coal Feasibility
United open cut NSW, Australia 95% Thermal coal Feasibility
Wandoan (Phase I} QLD Australia 75% Thermal coa! Feastbility
Sphere - Askaf Mauntania 87 78% Iron ore Feasbilty
Sphere - El Aou) Mauritania 43 89% Iron ore Feasbility

study review

Kabanga Tanzania 50% Mickel Feasiblity
Falcondo enargy conversion Dominican Republic 85 3% Nickel Feasibility
McArthur River Mine integrated expansion NT Australa 100% Zine Feasibility
Black Star South QLD, Australia 100% Zing Feasibility
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Financial reviewy

Consolidated operational results

Basis of presentation of financial information

Consolidated results

Year ended Year ended
tm 311211 311210
Alloys 1,689 1894
Coal 9.981 7.788
Copper 15,037 14,004
MNickel 3,192 2,738
Zinc 3,756 3,922
Other 222 153
Tota) Group revenue 33,877 30,499
Aunbutable total Group revenue 32,684 29 350
Alloys 294 a77
Coal 3,853 3,061
Copper 4,915 4693
MNickel 1.234 973
Zinc 1,223 1,327
Other 23 31
Corporate and unallocated 106 (176)
Total Group operating EBITDA 11,648 10,386
Attributable total Group EBITDA 11,233 9,897
Alloys 153 353
Coal 2,810 2216
Copper 3924 3,820
Nickel 61 503
Zinc 814 N7
Other 16 25
Corporate and unallocated 103 (180)
Total Group operating profit 8,431 7654
Attributable total Group operating profit 8,102 7,258

Financial information 1s presented in accordance with International Financial
Reporting Standards (IFRS) as adopted for use in the European Umion

The reporung curency of Xstrata ple 1s US doltars Unless indicated to the
contrary revenue, operating earnings before interest, taxation depreciation
and amortisation (EBITDA) and operating profit are reported in the Chief
Executrve Officer's strategic review and the Operating and Financial reviews
before exceptional items Exceptional items are significant items of income
and expense that, due to therr nature or expected infrequency, are presented
separately on the face of the income statement All doflar and cent figures
provided refer 1o US dollars and cents Operating profit excludes Xstratas
share of earnings from associates

In 2011, we achieved record EBITDA of $11 6 billion and the highest net
earmings of $5 8 bilhon in our history Operaung profit rose by 10% to
$8 4 billion

The record result was due to increased volumes, cost savings and higher
commodity pnces which outweighed some significant headwinds from
adverse currency movements and angong regional and mining specific
inflationary pressures

Avarage commodity prices

Average Average

Unit _ price 2011 pnce 2010 % Change
Ferrachrome (Metal Bulletn) ¢e/lb 1250 1243 1
Platinum (LPPM cash pnce) $/oz 1,720 1611 7
Austrahan FOB export coking* tn 2650 2043 30
Austrahan FOB export
sermrsoft coking” 9 2025 1373 47
Austrahan export
thermal coal* " 100 6 857 28
Amencas FOB export
thermal coal* S 1010 726 39
South African export
thermal coal* $n 101 2 744 36
Copper
faverage LME cash price) 1t 8,826 753 17
Nickel (average LME cash pnce) s 22831 21,809 5
Zinc {average LME cash pnce) 1 2,190 2,159 1
Lead {average LME cash pnce) $/t 2,399 2148 12

*  Average received prce

“In 201, uue achieved record EBITDA
of $1.6 billion and the highest net
earnings of $5.8 billion in our history.”

Trevor Reid
Chief Financial Officer




Commaodity prices began 2011 strongly, respanding well to returning
confidence i the US, a posiuve outlook for continued Chinese growth and
ongoing supply censtraints across our commodities Wa achieved significant
increases in contract pnces for both thermal and coking coal n 2011,
contributing $1 8 billion to operating profit We also agreed significant
increases in semi-soft and quarterly hard eoking coal contract prices in 2011
In total, impraved coal prices added $1 8 billion to operating profit Average
LME copper pnces rose by 17%, reflecting supply disruptions and canunued
strong demand LME prices remained highly volatie throughout the year
Fhe cash price for copper rose above $10,000 per tonne in February

and remained strong throughout the first half before weakening due to
macroecanomic concerns and, by October, prices had eased to less than
$7,000 per tonne Average nickel and zinc prices followed a simitar trend
Whi'e the average price for ferrochrome was higher than in 2010, prices
weakened progressively throughout the year

Overall volumes improved over 2010 and added $90 million to operating
profit The beneficial impact of new, lower cost production fram the
expansions and new mines we have commissioned more than compensated
for interruptions from heavy rainfall In Australia and Chile in the early part of
the year one off operational issues including an underground fire at Blakefield
South coal ming, reduced ferrochrome capacity utilisavon, and lower grades
at a number of ageing mines

Operating profit variances

$m
DOperatung profit 31 12 10 7,654
Sales prce* 2,658
Volumes 90
Unit cost — real 39
Unit eost — CPlinflation 412)
Unit cost — mining industry inflavon {608)
Unit cost — foreign exchange {820)
Other income and expenses {127)
Depreciation and amortisation {excluding foresgn exchange) (395)
Operating profit 31 12 11 8,431

Net of commodty price Linked costs, treatment and rebiming charges

During the year, our businesses achieved real unit cost savings of $391 million
n total Qur coal business achieved over two thirds of the total from productraty
Improvements across our open cut operations in New South Wales, lower cost
productien from the Mangoola operation and the benefits of previous capital
invesiment in the Cerrejon joint venture Zinc C1 cash costs contnued 1o fall,
reflacting productvity smprovements in particular in Australra, which resulted
in $85 million of sustainable cost savings for our zinc business n 2011 despite
the impact of weather related 1ssues at McArthur River Mine and the Maunt
Isa Mine operations in the first quarter of the year and net of 2 $17 million
impact from lower ore grades Our copper business achieved cost savings

of $49 milhion as a result of improved by product credits from magnette
production at Emest Henry and the optmisation of our molybdenum plant at
Alumbrera, together with the positive impact of the 2010 closure of the Kidd
matallurgecal facihties The full benefit of these improvements was offset by a
$62 million increase in costs due to lower ore grades

Qther income and expenses manly relate to one-off incidents in the first half
of the year including flooding in Australia and the underground fire at
Blakefield South

Currency table to $

Averags Average At At

2011 2010 % change 311211 311210

USD ARS 413 3N -] 4n 398
AUD USD 103 092 12 102 102
UsD CAD o9y 103 4 102 100
USD CHF o8y 104 14 094 093
Uso CLP 484 510 3 520 468
usD COP 1,848 1898 3 1,938 1,920
EUR USD 139 133 5 130 134
GBP USD 1460 155 3 156 1586
USD PEN 275 282 2 269 281
USD ZAR 726 732 1 808 663

Bunng 2011, adverse exchange rates in our major producing regions against
the US dollar dampened the positive impact of higher average commodity

prices The Australian dollar, South African rand and Canadian dollar were all
stronger relatve to the US dollar, resulting in an increase in costs of $820 million

Earnings summary
Year ended  Year ended

$m 311211 311210
Operatng profit statutory (before exceptional tems) 8,431 7654
Share of results from associates 29 15
Net finance costs (315) {468)
Income tax expense {2,140) {1,782
Effective tax rate 26% 25%
Non-controling interests (220) {267}
Attnbutable profit
{before exceptional items) from continuing operations 5,785 5152
Earnings par shara
(before exceptional tems} from continuing operations $197 $177
Loan ssue costs wniten off 19 (35)
Restructunng and closure costs 15 &3}
Liability fair value adjusiments - 19
Profit on sale of operations 48 -
Acquisition costs 4 0]
Net impawment of assets (6) (559)
Avantable for sale assets wnte-down (43) -
Share of exceptional items in associates 12 (6}
Income tax benefit on exceptional tems 75) 129
{72) 464)
Attrbutable profit 5713 4,688
Earnings per share £195 3161
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Financial revieuwy continued

The pre-excepuonal items effective tax rate in the year remained at 26%,
shightly higher than the pnor year due to increased profitability in higher tax
junscicuons Net earnings for the year rose to record levels Attnbutable profit
inereased by 12% year-on year to $5 785 million corresponding to earnings

per share of $1 97

Operating profit sensitivities

tmpacton  Indicatrve
$m 2012 full year**
1¢/1b movement in femochrome price 1 13
$1/kg movermnent in ferrovanadium pnce 3 3
$1/tonne movement in Austrahan thermal
export FOB coal price 36 41
$1/1onne movernent In Austrahan coking
export FOB coal price -] 8
$1/tonne movement in South Afncan
export thermal FOB coal price ¢ 12
$1/tonne movement in South Amencan
export thermal FOB coal price 8 9
1¢/lb movement in copper pnce 21 21
$10/oz movement in gold pnce 5 5
$1/Ib movement in mickel pnce 182 182
1a/ib movement in zinc pnce 20 20
$100/tonne mavement in zinc treatment charge price 24 24
1¢/ib movement in lead price 5 5
$100/0z movermnent in plattnum price 1 "
$100/0z movement in palladium pnce 5 5
10% movement AUD 692 742
10% movement CAD 194 194
10% movermnent EUR 40 40
10% movement ZAR 223 233

+

31 Decemnber 2011

After impact of currency and commodity hedging and cantracted pnced sales as at

** Assurming current annualised production and sales profiles, ne currency or commodity

hedging and no contracted, priced sales and purchases

Cash flow, net debt and financing summa
Xstrata's operations generated record cash flows of $11 3 bithon In 2011,
an increase of 14% on 2010, due to a strong operational performance
and improved cammodity prices Net debt in the penod increased by
$511 million, or 7%, to $8 1 billian as we increased our mvestment in
expansionary capital projects Cash tax payments increased by 15% to

$1,664 milhon due to higher earnings

Movement in net debt

Year ended  Year ended

$m 3112 11 311210

Cash generated from operations 11,335 9,949

Net interest pad 313 294
Tax pad (1,664) (1,442
Cash flow before caprtal expendrture 9.358 8213

Sustaining capital expenditure (2,430) 717
Disposals of fixed assets 33 22

Free cash flow 6,961 6518

Expansionary capital expenditure (5.709) 4113}
Cash flow before acquisttions 1,223 2 405

Exercise of Prodeco option - 2,250

Purchase of assets {327 -

Purchase of share in associate - (58)
Purchase of subsidianes and operations net of

cash acquired {209) {365)
Proceeds from sale of subsidianes and joint ventures - 463

Other investing activibes 22 322

Net cash flow before financing 738 5017

Net sales of own shares 3) 3

Equity dradends pard (967) 379}
Dividends paid to non-cantroliing interests (209) {243)
Redemption of convertible debenture - 339

Loan issue costs wntten off 9 (35
Cther non-cash movements {51} {50
Movement in net debt {5%1) 4,652

Net debt at the start of the year” {7.638) (12290)
Net debt at the end of the year* {8,149} {7,638)

*  Includes denvative financial instruments that have been used to provide an

econamic hedge

Reconciliation of operating EBITDA
to cash generated from operations

Year ended  Year ended

$m 31121 311210
Operating EBITDA statutory 11,648 10,386

Exceptional tems (4) 2
Share based charges 4) 178
Increase in Inventanes (604} (38)
Decrease/{increase) in trade and other recevables 637 (1,178)
Increase in deferred stnpping and other assets (487) {414
Increase in trade and other payables 450 591

Movement in provisions and other non-cash items {301} 336
Cash generated from operations 11,335 9949




Net debt summary

As at As at
$m 311z1 311210
Cash 1.948 1,722
External borrowings (9,893) (9 109)
Finance leases {204) (251)
Net debt (8,149} (7 638)
Net debt to net debt plus equity* 15% 15%

* Includes denvative financial instruments that have been used to provide an

economic hedge
Working capital
Working capital
As st As at
$m 311211 311210
Inventones 5.242 4,763
Trade and ather recevables 3,742 4,463
Prepayments 347 270
Trade and other payables {5,902) (4,802)
Nat working capital 4,229 4,694

Treasury management and financial instruments

Our revenues are generally denorminated in LS dollars As a result, we
typically sgurce debt capital in US dollars, either directly or by borrawing in
other currencies and swapping them into US dollars

From time to time we also use currency cash flow hedging to reduce our
short term exposure to fluctuations i the US dolfar aganst local currencies
We realised currency hedging gains for the year of $86 million, reflected in
the iIncome statement These gains are related to coal sales for which prices
were contractually fixed We did not enter into any strategic long-term base
metals hedging contracts in the year

In September, we agreed a new $& bilion bank loan faciity with a consortium
of banks to refinance our existing debt facilities well in advance of ther
maturity dates The five-year matunty date of the facility can be extended by
a further year on both the first and second annwersanes of the loan, providing
there is consent from both the lenders and borrower

On 4 November 2011 we took the opportunity of a short-term stabilisation
in the debt markets to launch and price successfully a $3 billion 1ssue of
notes The US dollar-denominated notes were ssued through Xstrata Finance
{Canada} Limited and comprise four tranches $800 million 2 85% guaranteed
notes due November 2014, $700 million 3 0% guaranteed notes due
January 2017, $1 billion 4 95% guaranteed notes due November 2021

ane $500 million & 00% guaranteed notes due November 2041

Consolidated capital expenditure

Consolidated expenditure summary
{excludes deferred stripping expenditure)

Year encled Year ended

$m a1z 11 311210
Alloys 137 126
Coal BO1 568
Copper 654 572
lron Ore 1 -
Nickef 287 237
Zinc 504 316
Technology 3 2
Unallocated 5 2
Total sustaining 2,392 1,823
Attributable sustaining 2,335 1,774
Alloys 250 14
Coal 1,193 1,430
Copper 2,424 1,162
fron Ore 171 &7
Nickel 1,351 1,319
Zine s 177
Technology 3 -
Total expansionary 5,773 4,296
Attnbutable expansionary 5170 3,677
Alloys 387 267
Coal 1,994 1998
Copper 3,078 1,734
Iron Ore 172 &7
Nackel 1,638 1556
Zinc 885 493
Technology [-) 2
Unallocated 5 2
Total 8,165 6,119
Attnbutable total 7,505 5,451
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Financial revieuwy continued

We continue to ramp up investment in our portfolio of approved organic
growth projects Major items of expansionary capital spending in 2011
mcluded

* $1 2 billion at the greenfield Komambo nickel project in New Caledonia
as 1t approaches first ore to the furnace in the second half of 2012

* $777 milhon at the greenfie!d Las Bambas copper project in Peru, and

¢ $651 million in respect of the Antapaccay brownfield expansion to the
Tintaya copper mine in southern Peru which 15 on track to commence
production in the second half of this year

Our copper business commssioned three brownfield projects in late 2011
Expansions at the Collahuasi joint venture in Chile to raise daily processing
capacity to 150 000 tonnes and at Kidd Mine to extend the mine Iife to

2018 were successfully commussioned i October and December respectively
The commissioning of expanded milling capacity and mining operations at
the Antamina copper-zinc operation in Peru commenced in Dacember 2011
and 1s expected to ramp up to full praduction dunng the first half of 2012
Production of the first ore from the Ernest Henry underground rmine also
commenced as the open pit operauons at the mine closed by the end

of 2011

Durning the second half of 2012, we will commission the major Antapaccay and
Komiambo growth projects together with the Lomas Bayas phase 2 expansion
in Chile and the Tswelopele pelletizing and sintering plant in South Afnca to
improve the cost and energy efficiency of our ferrochrome operations In 2013
we expect to commission the brownfield George Fisher zinc-lead expansion
and two greenfield zin¢ developments the Bracemac-MclLeod project in
Canada and the Lady Loretta mine in Australia, togethar with the Lion phase
2 expansion

Acquisitions and disposals

On 4 February Xstrata Zinc acquired the outstanding 25% interest in the
Lady Loretta lead and silver deposit in Australia held by Cape Lambent Lady
Loretta Pty Lid for AUD30 million ($30 million) The acquisition increased our
ownership of the Lady Loretta assets to 100% In July we started construction
on the developmant of the deposit as a new greenfield underground mine

On 8 February, we announced the exercise of our option to acquire 50% plus
one share in Jumelles Lirited (BVI) in respect to the Zanaga iron ore project
in the Republic of Congo Under the agreement, we will fund a mimimum of
$100 million towards a feastbility study

On 30 June, Xstrata Copper completed the acquisttion of the E1 and
Monakoff copper tenements in north-west Queensland Australia, from Exco
Resources for AUD175 million ($186 million) The tenements are located close
to our Ernest Henry mine and contain open pit copper mneral resources with
completed feasibility studies Cve from the projects will be processed through
the existing concentrator at Ernest Henry Initial production 1s anticipated from
the second half of 2012

On 4 August, Xstrata Coal completed the acquisition of First Coal Corporation
for CAD141 million ($144million) providing us with access to coking coal
exploration leases in Brtish Colombia, Canada

After announcing a Letter of intent earlier in the year, on 1 September, Xstrata
Copper and Goldcorp Inc reached an agreement with Yamana Gold Inc
providing our managed jont venture Minera Alumbrera the exclusive optian
to acquire Yamana's 100% interest in the Agua Rica project Agua Ricaisa
feasibility stage project in the province of Catamarca, Argentina, jocated
approximately 35 kilometres from the Alumbrera mine It has the potential to
substantially expand production from Alumbrera and to extend the mine life
by more than 20 years Goldcorp and Xstrata Copper made a payment of
$20 million to Yamana on execution of the definitive agreements, in addition
to the $10 milion paid previously

On 4 October 2011, we completed the scquisition of the Hackett River and
Wishbone zinc exploration properties, located in the Western Kitkmeot
region of Nunavut, Canada, from Sabina Gold and Silver Corp for a cash
considerauon of CAD50 million

On 13 October we completed the acquisition of the Lossan metallurgical coal
depost from Cline Mining Corporation for CAD40 million Lossan s located
in the Peace Rver Coalfield of north eastern British Columbia Canada, and 1s
surrounded by a group of Lcences recently acquired by Xstrata Coal through
the acquisition of First Coal in early August 2011

On 2 November, we completed the acquisiion of the remaining 23 6%
nterest in the Pallas Green property in the Republic of lreland from the
current joint venture partner in the project Minco ple, for $19 million

Dividends

The Durectors have proposed a 2011 final dividend of 27 O¢ per share,
amounting to $7%2 million, which will be paid on 23 May 2012 The intenm
2011 dividend of 13¢ per share, amounting to $381 million, was paid on

7 QOctober 2011

Dmdend dates

202
Annual General Meeting 1 May
Ex-dividend date 2 May
Record date 4 May
Last date to recetve currency election forms and completed
mandate forms 8 May
Applicable exchange rate date 15 May
Payment date 23 May

From January 2011, Swiss tax resident companies are able to return share
prermum to shareholders free af Swiss withholding tax (35%) To enable us

to pay the 2011 final dwidend and future dividends without deduction of
withhold ing tax we expect to seek approval from our shareholders at our
2012 Annual General Meeting to reduce a relevant amount of share premium
account, following which we will be required to apply to the Court to obtain
its consent to this reduction As a result, we expect to pay our final 2011
dwidend on 23 May




Share data

Under IFRS, awn shares {treasury stock) are deducted from the total issued share capial when calculating earmings per share Dunng the year, we disposed of

2,635 979 shares and purchased 777 678 shares

Share price
XTA LSE XTA SWX
(GBP} (SFR)
Closing price 311210 1506 2190
Closing pnce 31 12 11 ?78 1420
Year high 1550 2335
Year low 764 1075
Year average 1227 17 49
Shares in 1ssua for EPS calculations
Number of
shares (000s)
Weighted average for year ended 31 12 11
used for statutory EPS calculation 2,931,448
Weighted average for year ended 31 1210
used for statutory EPS caleulation 2,910,942
Total issued share capital as a1 31 12 11 2,932,088
Publicly disclosed major shareholders
Number of Number of
omdnary shares % ofordinary  ordmary shares % of ordinary
of $0 50 each issved share  of LSS0 50 each ssued share
Name of shareholder at 31122011 capital at 08 03 2012 capital
Glencore Intemational plc” 1,010,403,999 3408 1,010,403,999 3364
BlackRock, Inc 184,002,078 621 170 097 051 546
Qatar Holding LLC Less than 3% 107,634,084 358

* The vating nghts associated with this interest ar directly controlled by Finges Investment B V, 2 wholly.owned subsidiary of Glencore International plc
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Operating revieuu:

Copper

Charlie fartain
Chief Executive, Xstrata Copper

Copper growth projects

Market surmmmary

* Global copper demand grew by 3% with China
accounting for two thirds of the overall growth

* Global mine supply was restricted to less
than 1% growth with the industry challenged
by declining grades weather conditions and
tndustrial action

Financial review
= Qur operating profit rose by 3% to $3 9 billion

* We achieved net cost savings of $34% million
through management iniiatives and
operating efficiencies

Operations

Higher production from our Ernest Henry,
Tintaya, Antamina and Lomas Bayas mines
was offset by operating challenges or lower
grades at our Alumbrera, Collahuas), Mount
Isa and Kidd mines

Our Altonorte and isa copper smelters
achieved record annual producuon
performances

Developments

* Prgject construction progressed at our
Antapaccay, Las Bambas, Ernest Henry, Lomas
Bayas I Antarmina, Collahuasi, Kidd projects

* We commenced commissioning of Antamina
expansion in Decermnber, began magnetite
production and intial underground are
production at Ernest Henry and commussioned
our Kidd extenstan

We further increased our total Mineral
Resources by 15% to over 100 million tonnes
of contained copper

Progress in sustanability

* ‘We further mproved our safety performances
by between 30% and 60% in key safety indicators

= ESIA approved for Las Bambas and
submissions substantially progressed for
Tampakan and Rio Cuervo [Energia Austral)

Strateqic priorities for 2012

= Commussioning of Antapaccay, Lomas Bayas
Il and Mount Margaret in second half of 2012

* Move into full site construction at Las Bambas

» Evaluate feasibility outcomes of El Pachén,
Tampakan and Frieda River

Approved projects

Antapaccay, Lomas Bayas Il, Mount Margaret,
Collahuasi 160k Ernest Henry underground,
Las Bammbas

60%

production increase by 2015

With the largest pipeline of undeveloped projects

in the copper industry, Xstrata Copper 15 well

placed to deliver further major copper projects

nto a supply challenged market

Operating profit

Cost savings

Total recardable injury frequency rate
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Xstrato story:
Edgardo Orderique

Extracting the full
potential - fast

"We're a company that acts very
quickly and tokes advantoage of
opportunities very quickly And we're
not satisfed only wuith what we have
- we look to keep expanding the
resources, because this 15 what
ncreases the value of the company

Edgardo Ordenique
Mining Engineer
Xstrata Las Bambas, Peru

Read more of Edgardo Orderque's
story at wwwy xstrata com

Total mined copper production
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Operating reviewu:
Copper continued

Market

Copper prices rose to record highs of $4 60 per pound in February

due to robust demand before growing uncertainty and weakening
macroeconomic conditions led to softer prices later in the year Prices
fall to a low pomnt of $3 08 per pound in early October before steadily
regaining ground into early 2012 Market volatility persisted throughout
the year as invastor reaction to economic develop ts incr d

price fluctuations The average LME cash copper price rose by 17%

or 58¢ per pound to an average of $4 00 per pound over the penod

Global mined copper supply again falled to keep pace with demand growth
during 2011, although the deficit was largely obscured dunng the first half of
the year by consumption of off-exchange inventory Global copper exchange
stocks reached a high of 584,000 tonnes in March However, severe
disruptions to mine supply in the second half, along with renewed Chinese
buying caused a sharp decline in stocks Global exchange stocks fell by more
than 100,000 tonnes durning the fourth quarter to end the year at 544 000
tonnes or 10 days consumption — 24,000 tonnes below the closing level

n 2010

Global copper demand continued to grow despite uncertain macroeconomic
candrtions in 2011 and rose by around 3% China accounted for mare than
two-thirds of global demand growth Domestic Chinese consumption grew
strongly in spite of weakening expornt markets and government efforts to
control bigh inflabion Demand was largely met from inventory duning the first

half of the year, imiting spot cathode purchases However, as inventores were

exhausted and copper prices softened Chinese buyers re entered the market
and refined cathode imports surged dunng the fourth quarter to an average
of 340,000 tennes per month, compared with an average of 198,000 tonnas
per month from January to September In total China imported 2 65 million
tonnes of refined copper in 2011, 8% less than in 2010, with the shortfall
offset by increased domestic refined production as well as inventory
drawdowns End use dermand in China softened somewhat dunng the final
months of the year as a result of government policies to control inflauon

Refined copper consumption
ky
20,000

10,000

00 01 02 ©03 04 05 Q6 07 08 09 10 M
Global copper consumption

Refined copper productton
(kt)
20,000

10,000
00 01 02 03 04 05 06 07 08 09 W0 M
Global copper production

In Western markets, copper demand held firm on 2010 levels despite the
combned impact of the sovereign debt cnsis in Europe, the weak US
economy and the Japanese earthquake and tsunarm Mimimal inventory
throughout the supply chain helped to mit any decline in demand and firm
demand from the power sector in the US and Germany partly countered
universally weak construction markets Southern Europe was worst affected
by the sovereign debt crisis and demand from the region weakened
considerably, particulary during the second half

Global copper mine supply endured another year of extreme disruption and
underperformance resulting in an estimated one million tonnes of lost output
Many of the worlds largest copper mines suffered heavy losses due to a
combination of low grades, fengthy labour disputes techmical difficulties and
weather-related disruptions while new projects experienced lengthy ramp-up
penods, further constraining output Overall, global mine supply recorded its
weakest performance since 2002, growing by less than 1% year-on year

Some of the shortfall in mine supply was offset by stronger secondary copper
production dunng the first half of the year, as high copper prices encouraged
copper scrap generation and usage However, the scrap market tightened
tater in the year as economic conditions weakened, imiting secondary output
during the fourth quarter

In the first half of the year the spot concentrates market was dominated

by the impact of the Japanese tsunami on smehter production, which drove
spot treatment and refining charges to high levels and resulted w a mid year
benchmark settlement of $85 per tonne and 8 5¢ per pound However,
growing rates of mine supply disruption dunng the second half ughtened the
market and generated a sharp dechine in spot treatment and refining charges
below $20 per tonne and 2¢ per pound In the 2012 annual concentrate
contract negotiations, multiple settlements have been agreed for annual
contracts within a range of $60-65 per tonne and 6-6 5¢ per pound rather
than a single banchmark level as in previous years The range of settlements
represents a modest increase on the 2011 benchmark of $56 per tonne and
5 64 per pound

Qutlook

While the global macroeconomic outlook for 2012 remains uncertan and
demand in Western markets i1s likely to conunue to be influenced by concemns
about the European sovereign debt cnisis and lower growth China 1s again
likely to drive consumptton growth We expect Chinese demand to grow
strongly as the government relaxes its policies amed at cooling the economy
and controlling inflation

Copper mine supply 1s likely to recover from 2011 levels, as a number of new
mine projects and expansions are commissioned although the potenual for
disruption, underperformance and project delays remains high




Operating profit vanances

$m
Operating profit 31 1210 3,820
Sales pnce* 659
Volumes g
Unit cost - real 49
Unit cost — CPl inflation (102)
Unit cost — mining industry inflation (241)
Untt cost — foreign exchange (164)
Other income and expenses {19)
Deprectation and amortisabion {excluding foreign exchange) (%2)
Operating profit 31 12 11 3,924

" Netof commodity prce linked costs, treatment and refining charges

Operating profit rose 3% to $3 9 billlon as a result of higher realised copper
and gold prices, offset by the impact of the weaker US dollar and lower
copper sales volumes Prowvisional price settlements in respect of sales
booked in 2010 but priced n 2011 reduced our earnings by $12 million

As at 31 December 2011, our prowisionally priced copper sales amaunted
to 201 000 tonnes to be settled in 2012

Mined copper production of 889,000 tonnes was 3% down on the previous
year Higher production from Antamina, Ernest Henry Tintaya and Lomas
Bayas mines was offset by challenging operating condiuions and lower grades
at Collahuasi, Alumbrera, Mount Isa and Kidd mine

We achieved real unit cost savings of $49 million, after absarbing the

$62 million impact of lower grades, through a combination of management
initiatives and operating efficencies These included the inivation of
magnetite production at Ernest Henry the rationalisation of the Canadian
assets with the closure of the Kidd metallurgical facilities and the optmisation
of the molybdenum plant at Alumbrera

Mining sector inflatton decreased operatng profit by 3241 million as a result
of increased energy and fuel costs in Australia, Argentina and Chite CPi

inflation, predominantly in Canada and Argentina, further reduced operating
profit by $102 milhon and adverse local currency exchange rates against the
US doltar predominately in Australia and Canada, had a $144 million impact

Depreciation and amortisation reduced operating profit by $92 million mamly
due to increased waste amortisation compared to 2010

Ongoing cost management imibiatives mibigated the full impact of ncreased
C1 cash costs for the year C1 costs averaged 96 4¢ per pound in 2011
compared to 89 4¢ per pound the previous year Qur unit costs were
adversely affected by lowes production and the impact of a weaker US dollar

Xstrata Copper
Financial and operating data

49
&
Year encled Year ended 5
m 311214 31210 z
Revenue 15,037 14004 -
Alumbrera, Argentina 1,522 1,590 g
North Queenstand, Austrabia 2,722 2,205 [N
Canada* 4,029 3948 3y
Collahuas™, Chile 1,734 1,978 g
Chile 3,187 2,594 B
Antaminat Peru 1121 932 =
Tintaya, Pent 722 757 g
Operating EBITDA 4,915 4,693
Alumbrera, Argentina 638 770 %
North Queensland, Australia 1,232 1,034 &
Canada* 486 307 g
Collahuas™ Chee 995 1,230 3
Chile 384 299
Antamina®, Peru 742 576
Tintaya, Peru 438 477 7
Depreaation and amortisation 991) (873 %
Alumbrera, Argentina (92) (100} %
North Queensland Australa (390) (315 2
Canada® {48) 29 H
Collahuasi™, Chile {181} {179 :
Chile (98} {104
Antamina®, Peru 92 (85)
Tintaya, Peru (90) {57)
Operating profit 3,924 3,820
Adurnbrera, Argentina 546 670 i
North Queensland, Australia 842 719 ]
Canada* 438 283 2
Collahuas**, Chile 814 1,052 2
Chile 286 195 §
Antarnina®, Paru 650 491 g
Tinaya, Peru 348 410
Share of Group operating profit 46 5% 49 9%
Capital employed® 18,745 16,887
Return on capital employed 29 0% 27 1% o
Capital expenditure 3,078 1734 S
Alumbrera Argentina 92 63 5
North Queensland, Australia 587 549 5
Canada* 108 108
Collahuasi’ Chile 384 257
Chite 193 185
Antaminat, Peru 220 128
Tintaya Peru 1,494 444
Sustatning 654 572
Expansionary 2,424 1162

* Canada includes Xstrata Recycling that operates businesses in Canada,
the US and Asia

11 Xstrata's 44% share of Collahuas:

t Xstrata Copper's pro rata share of Xstratas 33 75% interest in Antarmuna

t tndudes goodwll allocation on acquisition of Falconbrdge
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Operating revieuu:
Copper continued

Ernest Henry mine, Australia
We successfully commissioned the magnetite plant at Ernest Henry mine
in the first quarter of 2011

Operations

Argentina

Minera Alumbrera’s operating profit decreased by 18% to $546 milhon
compared 1o the previous year, largely due to lower sales volumes as a result
of dechining head grades

Higher commadity prices, real unit cost savings, favourable exchange rates,
tower depreciation and lower export tax payments partially offset the impact
of reduced volumes and inflatonary pressures

Copper in concentrate production decreased by 17% to 116,700 tonnes
compared to the previous year, primanly as a result of lower head grades and
associated reduced recovenes Geotechrucal issues expenenced in 2010
restnicted access to the pits high grade zones and resulted in lower grade
stockpiled ore being processed and reduced mined ore volumes We parually
offset this by increasing throughput with improvements to the gninding and
pebbles circuit Total gold production decreased by 12% compared to 2010
to 356,000 ounces for the same reasons

Austraba

Operaung profit for the North Queensland copper dvision increased by 17%
to $842 million, due to higher commodity prices and increased gold and
copper volumes, offset by unfavourable exchange rates and depreciation
impacts

North Queensland copper mining operations, comprising the Mount Isa and
Ernest Henry mines, produced 249,100 tonnes of copper in concentrate, a 7%
improvement over 2010 At Ernest Henry, mining operations reached the final
high grade ore zone of the open pit and copper in concentrate production
increased by 3d% We successfully commissioned the magretite plant at
Ernest Henry in the first quarter of 2011 and sold a total of 258,700 tonnes of
contained magnetite metaf between June and December This was partially
offset by lower production at Mount Isa operations, where output decreased
by 6% to 148,800 tonnes, as a result of restricted access to some areas due to
locahsed geotechnical tssues and planned major maintenance activities

In the fourth quarter of 2011, we successfully commenced inital underground
mine producton at Ernest Henry, marking the sites transition from the open
pit to underground mining

Cur Mount Isa smelter produced a record 237 700 tonnes of anode an
improvement of 11% on 2010 The Townsville refinery produced 276,500
tonnes of cathode from a mixture of North Queensland mined production
and Altononte anode, a 4% decrease compared to 2010 pnmarily due to
a temporary plant shutdown after a severe tropical cyclone in North
Queenstand in February

Canada

We achieved $438 million operating profit at our Canadian operations, a 55%
improvement over the previous year Qur profitability in Canada continued

to benefit from the dectsion in 2010 to close the Kidd metallurgical site
along with stronger commodity prices, improved treatment charges, higher
metal recovenes and lower unit energy costs and cost savings across all sites
This improvement was partiaily offset by reduced producuon at Kidd mine
lower output from the Horne smelter, and a stronger Canadian dollar retative
to the US dollar

Horne smelter, Canada
We achieved $438 million operating profit at our Canadian operations
a 55% improvement over the previous year




Cathode storage yard at our Lomas Bayas mine in Chile

The expansion at Lomas Bayas will extend the mine life by more than
10 years to 2024 and 15 on track to commission in the second half

of 2012

We produced 42,300 tonnes of copper in concentrate production at our
Kidd mine, 19% less than the previous year as a result of lower copper head
grades and lower mined volumes due to restricted access caused by two
seismic events in the second half of the year Zinc in concentrate production
at 71,500 tonnes was 17% lower than the previous year for the same reascns
The Hormne smelter produced 187,400 tonnes of copper anodes, a 4%
decrease compared to the previous year due to operational 1ssues as the
smelter adapted to a change to the feed stream and a scheduled shutdown
The volume of recycled matenal processed by the Horne smelter rose by 5%
to 113,000 tonnes

Our CCR refinery produced 264,000 tonnes of copper cathodes, a 4%
decrease compared to the previous year due to lower anode supply from the
Horne smelter

Chile

Collabuasi

Our 44% share in Collahuast generated an operating profit of $814 million
23% lower than in 2010 mainly as a result of reduced sales volumes and
addtional freight costs The successful implementation of a contingency plan
that included shipping copper concentrate via the Anica, Iquique and
Antofagasta ports ensured the December 2010 Patache Port shiploader faslure
did net impact sales velumes, but increased freight costs compared 10 2010
The shiploader was fully operational again by July 2011 Higher commodity
prices were more than offset by increased US dollar costs as a result of an
unfavourable average exchange rate and inflationary pressures

Our share of copper production decreased by 10% to 199,400 tonnes
compared to 2010 manly due to planned lower mill head grades and
associated lower recovertes, together with decreased throughput caused by
abnormally high rainfall i the first quarter heavy snow in July and a conveyor
belt fallure that impacted feed to the plant for 18 days in September

Lomas Bayas

Our Lomas Bayas open pit mine generated an operating profit of

$205 mdlion, a 3% decrease on the previous year despite ugher realised
copper pnices and improved volumes Fuel and energy price inflation
combined with adverse currency movements, outweighed a positive
aperational performance The first stage of the Fortuna pit development
{Lomas Il project) enabled us to increase cathode production by 3% to
73,600 tonnes Improved water and acid supply and equipment availability
also contnbuted to the increase in cathode production and offset shghty
lower heap feach grades

Altonorte

Altonorte's operatung profit of $81 mullion was a significant turnaround on the
previous year’s operating loss of $15 million, dniven by a strong operating
performance, increased recovernes, higher acid prices and improved treatment
and refining charges This was partially offset by inflauonary pressures, driven
principally by increased fuel, oxygen and energy costs

We achieved a record level of concentrate throughput at our Altononte
custom smelter of over 1 million tonnes, a 5% improvement on 2010 pnmanly
achieved by improving equipment avatlability Copper ancde production rose
by 12% to 311,000 tonnes

Altonorte smelter, Chile
We achieved a record level of concentrate throughput at our Altonorte
customn smelter
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Operating revieuu:
Copper continued

Paru

Antamina

Our 33 75% atinbutable share of Antaminas financial performance ts divided
between Xstrata Copper and Xstrata Zinc on the basis of sales revenue
Xstrata Copper's share of Antamina revenue increased by 20% to $7 1 billion
in 2011 mainly due to higher realised copper and silver prices and higher
production and sales volumes which increased operating profit by 32% to
$650 mullion

Higher rulled grades, improved recovenes and increased mill throughput
increased our share of copper in concentrate production by 11% to

112,600 tonnes Increased mill throughput was mainly due to iImprovements
in blast fragmentation and vanous plant debottlenecking nitiatrves as well as
the processing of a larger proportion of safter copper-only ores compared to
the previous year

Tintaya

Tintaya generated an operating profit of $348 million, a 15% decrease mamly
due to the delayed sale of produced concentrates into the first quarter of
2012 and inflaticnary pressures on fuel and acid, partially offset by higher
commaodity prices

Woe increased total copper production by 2% to 95,200 tannes Copper in
concentrate production at 74,300 tonnes was 10% higher than the previous
year due to improved fleet availability, higher recovenes and higher grade
suiphide ore that was parually offset by adverse weather conditions in the
first quarter

Copper cathode production of 21 000 tonnes was 17% lower pnmanly due
to the drawdown of lower grade stockpile material

Higher gold grades and recovenies increased gold in concentrate production
by 17% to 33,100 ounces

Antapaccay Project, Peru

Qur Antapaccy project 1s around 10 kilometres from our Tintaya open pit
mine and will use some of Tintaya's exisung infrastrucwire The new mine
will start operaung as the existing mene at Tintaya reaches the end of its
Iifg in 2012

Sales volumes

Year ended Year ended
3112.11 311210

Argentina - Alumbrera’
Copper in concentrate (t) inter-company
{payable metal) 2,512 4815
Copper in concentrate (t) third tparties
{payable metal) 111,806 129,592
Total copper (t} (payable metal) 114,318 134,407
Gold in concentrate {oz) Inter-company
{payable matal) 7,166 13217
Gold in concentrate {oz) third parties
(payable metal) 320,806 333279
Gold in doré {oz) (payable metal) 29,344 45,009
Total gold (oz) {payable metal) 5.6 391,505
Australia - North Queensland
Refined copper - mined copper (t) 234,122 211,265
Refined copper - nter company and
third party sourced {t) 41,504 74,572
Copper in concentrata (t) (payable metal) 17.547 16,075
Other products {payable metal) - -
Total copper (1) (payable metal) 293,173 301,912
Gold in concentrate and simes (oz}
(payable metal) 136,425 8% 004
Magnetite (t) (payable metal) 258,689 -
Canada
Copper in concentrate (t) {payable metal} 4,354 -
Refined copper - mined copper (t} 42,724 54,278
Refined copper - inter company sourced (1} 71,112 156,134
Refined copper - third party sourced {9 152,398 104,894
Other products thard parties {t)
{payable metal} - -
Total copper (t) (payable metal) 270,588 317 306
Gold in concentrate and shmes (oz) (payable
matal) 419.897 600 869
Chile - Collahuasit
Copper in concentrate (1) inter-company
{payable metal) 47,978 29,064
Copper in cancentrate {t} third parties
{payable metal) 134,442 167,531
Copper cathode (1) (payable metal) 15,909 16,934
Total copper (t) {payable metal) 198,329 213529

1 100% consolidated figures
1t Xstrata's 44% share of Collahuas:

3 Xstrata Copper’s pro rata share of Xstrata's 33 75% nterest in Antamina




Yoar ended Year ended
311211 311210

Chile - Lomas Bayas and Altonorte
Copper cathode (t} {payable metal) 73,727 71676
Copper anode — inter-company
{payable metal) 64,201 60,830
Copper anode - third parties (payable metal) 231,925 212623
Total copper (1) (payable metal) 349.853 345,129
Gold in anodes and slimes (o2} (payable
matal} 52,867 45 255
Peru - Antamina*
Copper in concentrate {t) intercompany
{payable metal) 8,771 8375
Copper in concentrate (1) third parties
{payable metal) 100,749 85,749
Total copper {t) (payable metal) 109,520 74124
Peru Tintaya
Copper in concentrate (1) third-parties
{payable metal) 58,313 63,835
Refined copper - mined copper {t) 20,796 25,481
Refined copper — third party sourced (v) - -
Total copper (t) (payable metal) 79,109 89,316
Gold i concentrate (02) (payable metal) 21,449 24 429
Mined copper sales {1} {(payable metal} 873,750 884,670
Custom copper sales (Y (payable metal) 561,140 611052
Inter—company copper sales (1)
(payable metal) (123,462) (103,084}
Total copper sates (1) (payable metal) 1,311,428 1392438
Total gold sales {o0z) {(payable metal) 980,788 1,137,845
Average LME copper cash price ($/1) 8,826 7.536
Average LBM gold price ($/0z) 1,573 1225

1t 100% consolidated figures
1t Xstratas 44% share of Collahuas
1 Xstata Copper's pro rata share of Xsuatas 33 75% interest in Antamina

Summary production data

Year ended Year ended
311211 311210
Total mined copper (1) (contained metal) 888,979 913,469
Total mined gold {oz) (contained metal) 517,861 524791
Total copper cathode (t) (from mined and
third party matenal) 650,917 715,499
Consalidated C1 cash cost — post by-product
credits (USe/1b} 964 894

Planting programme at our Las Bambas project, Peru

The large scale long life and low cost Las Bambas project 1s scheduled

to commence production in the second half of 2014
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Operating revieuu:
Coal

Peter Freyberqg

Chief Executive, Xstrata Coal

Coal growsth projects

Maoarket summary

* Global seaborne thermal coal demand
increased by 13%

* Supply shortages of both thermal and coking
coal due 1o weather disruptions

Financial revieuw
» Cur operating profit increased by 27%

* We achieved real umit costs savings of
£271 million

Operations

* Productivity improvements at all our open cut
operations in New South Wales

* Strong second half recovery at our Australian
operations, more than compensating for
interruptions in the first hatf

Developrments

* Our Mangoola thermal coal project
commissioned ahead of schedule and under
budget mn March

* Our Newlands Northern thermal coal project
commuissioned in October

Progress in sustainability
= 11 201 hectares of land rehabilitated to date

= 34% reduction in fresh water intensity
since 2006

= 45% reduction in total recordable njury
frequency rate since December 2009

Strategic priorities for 2012

» Ravensworth North and Ulan Open Cut are
bath on track to commssion in the second
half of 2012

* Work 10 continue on the development
of our 7 millton tonnes per annum Ulan
West project

Approved projects

Ravensworth North, Ulan Open Cut, Cerrején
{Phase I}, Ulan West, Tweefontein

43%

production increase by 2014

With a complementary mix of undergreund and
open cut mines which produce thermal, coking and
semi-soft coal products we run some of the most
efficient coal mines in the industry

Operating profit
($m)

3,000

2250

2,810

2,216

1,500

2038
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Cost savings
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Total recordable injury frequency rate
(per million hours)

15
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Xstrato story:
Ashley MclLeod

Doing it better
ourselves

“Doing things differently to create value 15
whot | enjoy most ot Xstrotoa I'm allowed
the flexibility to operote ond to moaoke the
dectsions for both myself and the Company
It gives you ownership and buy-in that
ultimately makes you proud of the results”

Ashley McLeod
Operations Manager, Mount Owen
Xstrata Coal New South Wales, Australia

Read more of Ashley Meleods
story at www xstrata com

Total consolidated production
(mt)
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Operating revieuu:
Coal continued

Markets

Thermal Coal Markets

Woeather—related supply tssues in Australia, Indonesia, Colombia and
South Africa constrained supply and underpinned higher prices in the
first half of the year Thereafter prices eased somewhat due to the
earthquake and tsunami in Japan and the weaker macroeconomic
environment which slowed demand while production recovared

from the weather—related disreptions

Global seaborne thermal coal demand increased by 13% in 2011,

underpinned by growing energy demand in emerging markets and a rebound

in European demand from a weak 2010

Tota! Chinese thermal coal demand increased by more than 350 miltion
tonnes during 2011, while domestic production only grew by 310 million
tonnes In 2011, China’s seaborne imports increased by 34% to 174 million

tonnes In the last quarter, as lower international market prces made imparted

coal more compeutive relative to domestic coal record import 230 mithon
tonnes annualised were achieved

Demand from India increased by 29% to 91 millkon tonnes due to the
commusstoning during 2011 of new coal-fired power stations with a total
generation capacity of 12 gigawatts Thermal coal production in Indta felt
by 3% having been constrained by permituing, transportation issues and
employee industnal action Lack of domestic coal production growth
continues to underpin demand growth for imported seaborne coal

The Japanese earthquake and tsunamv resulted in the shutdown of 48 of
Japan's 54 nuclear reactors However, damage to coal-fired power plants
resulted in Japanese thermal coal demand declining by 5% to 109 million
tonnes Demand gradually recovered as most coal-fired power stations
returned to service by late 2011

Atlantic demand rebounded in 2011 returning to near 2009 demand levels,
with European import demand up 17% to 147 million tonnes Higher gas
prices and lower carbon costs underpinned a preference for coal over gas
Germany's shutdown of seven of ns older nuclear power plants indirectly
contnbuted to an increase of 5 million tonnes or 16% in coal demand

Dunng 2011, there was a drawdown on global consumer stocks as imported

thermal coal consumpuon exceeded supply Production did not fully recover

until the third quarter from the severe flooding 1n Queensland, Australia in
the first quarter contributing to a 21% dechne in thermal coal exports from

Queensland Total Australian thermal exports rose by 1 million tonnes during

2011, supported by a 13% growth in exports from New South Wales

Adverse weather conditions in Colombia in the early part of the year impacted

first half production volumes although a strong second half resulted in

exports increasing by nearly 8 milion tonnes US exports more than doubled

i 2011 to 34 million tonnes while imports dechned 44% to 8 million tonnes

South African production is increasingly sold into the Pacific market, which
accounted for 63% of South African exports in 2011 compared to 59% in
2010 Following a major mud year maintenance programme, a steady
improvernent in export rail performance supported the 4 million tonnes
increase In coal exports

Global coal consumption
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Global coal consumption
Source IEA, BP World Energy Outlook, Wood Mackenzie

Indonesian exports surged from 280 million tonnes per annum during the
first quarter to over 320 million tonnes per annum for the second and third
quarters of 2011 In total, Indonesian thermal coal exports grew by 37 million
tonnes to 316 million tonnes for the full year Indonesia represented over 50%
of global seaborne thermal coal supply growth in 2011, all of which came
from lower grade sub-bituminous and lignitic coals The increased supply of
tower energy coals from Indonesia, Australia, Colombia and South Africa are
contributing to significant market and pricing differentiation

Cutlook

Thermal coal continues to represent the lowest cost fuel for power generation
tn most economies, parucularly among the major Asian and emerging
economies A continued shift away from nuclear power following the
Fukushima disaster in Japan will Ikely result in incremental demand increases
for both coal and gas, with a positive impact on short- and longer-term prices
for thermal coal Higher energy coal s expected to perform well in the near
term aganst more widely available lower energy coals which have additional
supply availability from Indonesia In the medium to lenger term, we expect
continued demand growth in emerging economies combined with the
challenges of developing new supply and the associated infrastructure
capacity, to result In a strong pnicing environment for both fow and high
energy coals

Coking coal markets

Global seaborne coking coal demand duning 2011 remained i ling with
2010 with increased demand from India, Korea Europe and Branl offsetting
reduced volumes into Japan, China and Poland Chinese seaborne coking
coal imports were impacted by the very high international prices with a
year-on-year decline of 8 million tonnes Chinese coking coal consumers
continue to seek high quality, low- to mid volatile hard coking coals to
improve domestic coke blends
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2011 Korean and Taiwanese pig iron production grew by 27% and 37%

respectively as the Hyundai and Dragon steel facilities ramped up to capacity
After a slow start, Chinese production growth accelerated and was 7% higher
than in 2010 Japanese production, impacted by the earthquake and tsunami
fell by 2% year-on-year Inchan pig iron production increased shghtly in 2011
despite the closure of an iron ore mine in Karnataka In Brazil, 2011 pig wron
production grew 5% while the European debt crisis suppressed economic
and steel demand growth resulting in a 1% decline in pig ron production

Coking eoal supply increases from the US and incremental growth from

Indonesta and China partially offset dechning volumes from Australia
Overall, global coking eoal supply fell by 5 mithon tonnes dunng 2011
Extensive flooding in Queensland in the dirst quarter continued to impact

volumes into the third quarter and Australian coking coal exports ended

the year 14% or 19 million tonnes, lower than in 2010 Reduced Austrahian

volumes led to significant price increases for coking coal for the first half
of the year and prices rose to $330 per tonne dunng the second quarter

The high price environment supported a ¢ million tonne increase I export

volumes from the US

Outlook

A weaker global economic outlook largely dnven by Europe 1s impacting
demand for steel and coking coal The commissioning of new integrated steel
plants i India dunng 2012 15 expected to support ncreased demand for
seaborne coking coal The dechne of hard coking coal contract prices in the
first guarter of 2012 brings international pricing close to Chinese domesuc
prices and 1s expected to underpin continued demand from China for

seaborne imports particularly high-quality and low- to mid volatle hard

coking coals

Xstrata Coal
Financial And operating data

Yesr ended Year ended
tm 31211 311210
Revenue operationst 9,470 7,449
Coking 1,902 1,596
Thermal Austraha 5,250 4095
Thermal South Afnca 1,229 998
Thermal Amencas 1,079 760
Revenue other 511 339
Coking 22 25
Thermal Australia 408 3N
Thermal South Afnca 80 2
Thermal Amencas 1 !
Total revenue 9.981 7,788
Coking 1,924 1621
Thermal Australia 5,668 4,406
Thermal South Afnca 1,309 1,000
Thermal Amencas 1,080 761
Operating EBITDA 3,853 3,061
Coking 1,019 911
Thermal Austraba 1,928 1,525
Thermal South Afnca 380 277
Thermal Amencas 526 348
Depreaation and amortisation (1,043} (843
Coking (130) o
Thermal Australia (596) {464
Thermal South Afnca {220) (175)
Thermal Amencas 97 (94)
Operating profit 2,810 226
Coking B89 801
Thermal Australia 1,332 1059
Themnal South Afnca 160 102
Thermal Americas 429 254
Share of Group operating profit 333% 29 0%
Australia 26 3% 24 4%
South Africa 19% 13%
Amencas 51% 33%
Caprtal employed 14,616 14,019
Australia 9,986 9123
South Afnca 2,522 3,002
Amencas 2,108 1894
Return on caprtal employed* 20 4% 17 4%
Austraha 24 2% 22 8%
South Afnca 57% 38%
Amerncas 23 4% 1356%
Capital expendrture 1,994 1,998
Australia 1,625 1,530
South Afnca 252 377
Amencas 117 kil
Sustaining 801 568
Expansionary 1,193 1,430

t Includes purchased coal for blending with mine production

* ROCE % based on average exchange rates for the year
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Operating revieuy:
Coal continued

Mangoola, New South Wales, Australia
Mangoola, our greenfield, thermal coal project commissioned under
budget and ahead of schedule in March 2011

Operating profit vanances

$m
Operating profit 31 12 10 2,216
Sales pnce™ 1823
Volumes {72)
Unnt cost — real 271
Unit cost — CPlinflation (201
Unit cost — mining tndustry inflation (189)
Unn cost — foreign exchange (584)
Other meome and expenses (338)
Depreciation and amorusation (excluding foreign exchange) (118
Operating profit 31 12 11 2,810

*  Net of commodity price inked costs, and treatment and refining charges

After a number of one-off disruptions to operations in the early part of the
year, our operatians recovered to achieve a strong second half performarnce
in 2011 and a 27% increase n operating profit frorn $2 2 billvon in 2010 10
$2 8 billion in 2011 Higher realised prices added $1 8 billion to operatng
profit with semi soft and coking coal prices up 47% and 30% respectively
Thermal coal prices also increased across all markets due 1o increased
demand resulting from weather related supply 1ssues in the Pacific market
and higher gas prices in the Atlantic markets

Total 2011 sales volumes rase by 3% to 84 3 million tonnes, 2 2 rullon tonnes
higher than 2010 sales, reflecting a strong second half recovery from the
operational interruptions encountered in the early part of the year Australian,
South African and Colombian thermal coal sales improved in 2011, but were

offset by a reduction in higher-margin coking sales Price increases and real
unit cost savings were partly offset by the costs incurred from extensive
flooding in Queensland, an underground fire at Blakefield South and water
impacts at Ulan

We realised real unit cost savings of $271 million as a result of productimty
improvemnents across the open cut operations in New South Wales and the
commssioning ahead of schedule of our highly productive low cost
Margoola operation in the early part of 2011 Capital-dnven productvity
improvements were realised in Colombia while South African unit cost
savings resulted from a higher proportion of low cost domestic sales

Our operating profit was reduced by $584 million due to the strengthening
of the Australian dollar against the US dollar during 2011

Mining and CPl inflationary pressures adversely impacted operating profit by
$390 million as a result of higher labour costs and increased fuel and steel
prices across all geographies, in addition to rail price ncreases m South Africa
and higher matenal input pnces in Colombia

Inereased depreciation and amortisation reduced earmings by $116 million,
due primanily to the increased capital base in New South Wales In South
Africa higher depreciation reflected capital expenditure on the continued
ramp up of Goedgevonden and the Impunzi open cut mine dunng the year

Other expenditure related to costs associated with flooding in the
Queensland operations an incursion of water underground at Ulan, and a fire
in the underground operating area of Blakefield South, which in total reduced
operating profits by $338 million

Austrahian thermal coal

Qperating profit from the Australian thermal coal operations of $1,332 million
was 26% higher than the previous year Higher average realised prices,
increased volumes and associated unit cost savings resulting from productivity
improvements across the open cut operations in New South Wales during
2011 more than offset infationary cost increases, the uncontrollable events in
New South Wales and Queensland and an adverse currency exchange rate

Our Australian operations recovered well in the second half of 2011 and
maore than compensated for interruptions to production m the first half
Austrahian thermal sales rose by 4% or 1 ¢ million tonnes including sem:
seft 1o 48 1 milion tonnes

Operations

Australian coking coal

Our Australian coking coal business achieved an operating profit of

$893 million in 2011 an increase of 11% from 2010 The improved result
was pnmanly driven by higher realised prices, partly offset by lower
volumes following geclogical issues encountered at the Qaky North mine
in Queensland, inflationary cost increases and the strengthening of the
Australian dollar against the US dollar

South African therma! coal

Saouth Africas operating profit of $160 million was 57% or $58 million higher
than 2010, pnimanly due to higher realised prices higher domesue volumes
due to increased domestic demand and associated unit cost savings due to a
higher proportion of low cost domesuc tennes compared to 2010 The full
benefit was offset by inflationary cost increases and unit cost increases
resulting from industnal action in 2011




Americas
Operating profit for the Amencas division increased by 67% to $425 million

Sales volumes

Year ended Year ended
due to higher realised prices and unit cost savings resultng from prior capital - ion tonnes) IM1z1 311210
investment which enabled productvity improvements This was partly offset Total consohidated sales 843 82 1
by inflationary impacts resulting from increased fuel and matenal input prices
and the introduction of a new net worth tax in Colombia As the tax 1s not Consolidated Austrakian sales total 553 53¢
income based and does not fall within the scope of income tax under IFRS Coking expart 72 77
it has been recognised as an operaung cost and inpacts full year operating Sermnisaft coking export 53 66
earmings The newly acquwed First Coal Canadian assets have been Therma! export 354 328
incorporated into the Americas division Thermal domesuc 74 68
Consohdated South Afnican sales total 183 177
Summary production
Yoar endaed Yearended  Thermal export 13 11
{milbon tonnes) Mizn 311210  Themal domestc 70 b6
Total consolidated production 853 799  Consohdatad Amencas sales total* 107 105
Total thermal coal 724 656  Total attnbutable sales %4 745
Australan thermal 445 378 Attnbutable Australian sales total 532 492
South African thermal* 171 177  Coking export 72 77
Amencas thermal 108 101 Semisoft coking export 48 59
Total coking coal (Australia) 76 77 Thermal export 339 308
Total semi-soft coking (Australia) 53 56 Thermal domestic 73 48
Attributable South Afncan sales total 156 148
Thermal export” 94 22
Thermal dormeste” 61 56
Attnbutable Amencas sales total 107 105
Average recerved export FOB coal price ($/t)
Australan coking 2650 204 3
Australian semi-soft coking 2025 1373
Austrahan thermal 1096 857
South Afncan thermal 1012 744
Amencas thermal 101 0 725

Ravensworth North, New South Wales, Australia

Earthworks are well advanced at the 8 million tonne per annum thermal
coal brownfield Ravenswarth North project, which s on track for first
production in the second half of 2012

*  Mpumalanga i ncluded in 2011 and 2010 production and sales volume reporting
For finanaal reporing Mpumalanga 1s excluded from Xstrata Coal's ex—rnine results
but iluded in statutory results as it s classified as an asset held for sale for the
2010 and 2011 reporting penod The sale of the Mpumalanga asset was effective
December 31 2011

Iron ore

Sphere

Total capital expenditure of $47 5 mullion across the three Sphere Minerals

Mauritaman ron ore projects enabled us to commence a feasibility study at
the Askaf project following and 1o progress concept studies on the El Aou)

and Lebtheinia projects Our shareholding in Sphere Minerals increased to

87 8% following a nghts issue in July 2011

Zanaga

in the first half of 2011, we undertook value engineering and option studies
in relation to the Zanaga project in the Republic of Congo (Brazzaville) to
maximise the value of the praject The value engineering studies supported
an alternatve decision by Xstrata to undertake a pre-feasibility study on

a 30 million tonnes per annum pipeline project as an alternative to the

45 mullion tonnes per annum rail scenano that was scheduled in the previous
pre feasibility We commenced wark on the pipeline prefeasibility study i
the third quarter, together with other feasibility work including dnlling and
environmental studies
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Operating reviewu:

Nickel

lan Pearce
Chief Executive, Xstrata Nickel

Nickel pipeline update

Market summary

¢ Glaobal demand for nicke! improved
reflecting increased production of Chinese
stainless steel

¢ Global nickel production was impacted by
planned and unplanned disruptions

* There was volatility in the LME nickel price
dunng 2011

Financial review

* Qur operaung profit increased by 21% to
$611 million

= Improved operational performance and

higher volumes added $284 million to our
operating profit

Operations

* Qur Nikkelverk refinery achieved all-time
record production volumes

* The restart of Falcondo, our ferromckel
operation in the Dominican Republic,
out-performed expectations

Developments

First ore was delivered ahead of schedule at
the Kikialik deposit in Raglan

We approved the extenston of Fraser Mine in
paternership with Vale, the development of
our 6,000 tonnes per annum Fraser Morgan
mickel mine and the expansion of the

Raglan mine to 40,000 tonnes per annum

Progress In sustainability

Qur 2011 total recordable injury frequency
rate was below our target achieving the best
performance at Xstrata Mickel to date

During the year $11 million ($10,995,345),
includes monies from central CSI| fund was
spent on projects supporting our local
communities

Strategic priorities for 2012

* Our Koniambo project remains on schedule
to produce first metal in the second half of
2012

* We will continue to progress the Fraser
Margan project in Sudbury and the
expansion of Raglan mine in Quebec

Approved projects

Konambo, Fraser Morgan and Raglan expansion
(Quaklma]utq and Mine 2 Lower Zone,
infrastructure and concentrator upgrade)

68%
o
Production increase by 2014
Our nickel business 1s the fourth largest producer

of mckel metal globally and we are growing our
production

Operating profit
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Xstrata story
Casey Enright

Getting the job done

"One of the things | ke about this compoany 15 that
when you are given a specific role, you're alloused to
work that role People wont you to make a decision
here and you receive the support to do so”

Casey Ennght
Operations General Foreman
Sudbury Operations, Canada

Read more of Casey Ennght's
story at www xstrata com

Total mickel production
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Operating reviewu:
Nickel continued

Markets

Global demand for nickel improved during 2011 reflecting increased
production of Chinese stainless steel, particularly austenitic grades,

which mitigated much of the impact of a weaker macro environment for
develop less steel production softened in
the second half of 2011, as concerns over soveraign debt and lowar order
intake levels prompted a draw-down of inventory lavels While the US
was slow to recover from the traditional summer slowdown, melt rates
picked up towards the end of 2011 as industrial demand increased
Although Japan’s major stainless steel mills were largely undamaged

by the earthquake and tsunanmw that hit the country in March, overall
domestic industnal production remains curtaled and Japanese stainless
steal molt rates were affected by a slowdown in export orders in part due
to the strength of the yen which impacted competitiveness

I
ec European st

Neon-stainless steel demand represents approxmately one third of total
rickel consumption and is closely correfated to levels of industnial production
A recovery in key industrial sectors such as aerospace, power generation

and o1l and gas supported higher levels of mickel consumption Super-alloy
production and ruckel plating for automotives were particutarly robust market
segments in 2011

Global preducuon of nickel dunng 2011 was impacted by a number of
planned and unplanned disruptions, including interrupted production at a
ferronickel plant in Japan following the earthquake and tsunami in March and
supply disruptsans or planned shutdowns in Australia Canada and Colombia
Several new nickel projects expected to start or ramp up production dunng
the year also encountered setbacks The Talvivaara bio-heap, Vale New
Caledonia {Goro) HPAL operations and Onca Puma and Barro Alto ferronickel
projects all failed to meet targeted ramp up production and the start up of the
Ramu and Ambatovy HPAL projects was delayed

During the year production of nicket pig iron in China continued 1o provide a
flexible yet typically high cost source of mickel to supply China's stainless steel
industry With nickel prices above the higher cost of mickel pig ron production
for much of the year, this flexible source of supply offset disruptions and
delays elsewhere

The LME cash settlement nickel pnce was volaule during 2011 ranging
between $7 68 per pound and $13 17 per pound to average $10 36 per
pound, 5% higher than the average in 2010 Average LME nickel prices

were up 21% 1n the first half of the year, but prices in the second half were
significantly lower LME inventory declined steadily between January and July
reflecting continued demand growth in China coupled with supply disruptions
and the delayed ramp up of a number of new projects Despite modest
consohdation i August the decline in LME inventory continued from
September to reach a 33 month low in November as Chinese stainless steel
producers substituted nicke! pig iron with pnimary nickel units Renewed
concerns of a slowdown in developed markets and in particular the effects of
the European sovereign debt cnsis saw nickel pnces retreat to reach lows for
the year in late November Closing LME nickel inventaory at year end totalled
90 516 tonnes, representng around three weeks of global supply, down from
an estimated five weeks at the end of 2010

Outlook

Uncertainty over European sovereign debt and persistently high
unemployment in the US is likely to impact market senument in 2012,
however we expect continued growth in the developing world to continue to
suppont global consumpuon of nicke!

We expect additional supply from the ramp up and commissioning of new
projects to meet higher demand in 2012 In the event that projects are again
delayed or ramp up 15 stower than expected, micke! from nickel pig iron in
China 15 largely expected to brdge any supply shortfalls

Global nickel demand
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Global nickel stocks
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Financial and operating data

Your ended Year ended
tm niz2n 311210
Revenue 3,192 2,738
INO! 2,918 2738
Dorminican Republic 274 -
Operating EBITDA 1,234 973
INO? 1,186 993
Dominican Republic 48 20
Depreaation and amortisation (623} 470
INO? (607} (468)
Dominican Republic (16) {4
Operating profit 611 503
INO? 579 s27
Dominican Republic 32 (24)
Share of Group operating profit 72% 6 6%
INO* 6 8% 69%
Dominican Republe 04% 03)%
Capital ermployed 10,643 9,624
Return on capital employed* 10 5% B 9%
Caprtal expendrture 1,638 1,556
INO* 459 372
Dormirican Republic 15 10
South Amenca 1 1
Afnca 8 -]
New Caledonia 1,155 1167
Sustaining 287 237
Expansionary 1,351 1,319

t  Incudes Canadian mines Xstrata Nickel Australasia (XNA) mines in Western Australia

Sudbury smeher and Nikkelverk refinery

* ROCE % based on average exchange rates for the year and excludes assets under

development

Operating profit/variances

$m

Qperating profit 31 12 10

Sales pnce*

Volumes

Unit cost — real

Unit cost — CPlinflation

Unit cost — mining industry inflation

Foreign exchange

OCther income and expenses

Depreciation and amorusation (exduding foreign exchange)
Qperating profit 31 12 11

503
62
286
a9
(24}
(23)
(38}
16
(152
611

*  Net of commodity price linked costs and treatment and refining charges

Qur 21% increase in operating profit to $611 million was driven primanly

by an improved operational performance Higher nickel volumes added

$286 milon to operating profit and included all-ume production records from
our Nikkeltverk refinery in Norway which operated above nameplate capacity
and a record quarterly performance from the Sudbury smelter in the fourth
quarter The successiul restant of the Falcondo ferronickel operation in the
Dosmimican Republic produced 8% more nicke! than planned, and copper
volumes from our Sudbury operations rose from the highly productewve,
polymetallic Micket Rim South and Fraser mines

The average price of nickel was marginally tugher than 1n 2010 and
contributed $62 million to operating profit when combined with improved
prices for our by-products, such as copper precious metals and platinum
group metals (PGMs)

The weak US dollar against our operating cumrencies and inflattonary pressures
impacted operating profit by $38 million and $47 million respectively Higher
volumes served to reduce our unit costs, and cash umit costs at our Integrated
Nickel Operations {INO} fell by 15% The benefit of improved volumes was
maore than offset by lower nickel head grade at Raglan and Xstrata Nickel
Australia (XNA), resulting in a $19 million increase in real umit costs Excluding
the $78 million negative impact of the decline i grade, we were able to
generate an overall real cost saving of $59 milon in 2011

Qur results were affected by increased depreciation and amortisation of
$152 million due to higher volumes from the Falcondo restart and INOQ,
including a transiion penod in which we mined increastngly disseminated
ores at Xstrata Nickel Australasia

Other income and expenses of $16 million relate to the elmination of the care
and maintenance costs at Falcondo which was incurred during 2010 before
s restart in eary 2011

Operations

Integrated Nickel Operations {INO)

INQ compnise the Sudbury mines and smelter the Raglan mines in Canada,
Xstrata Nickel Austraha (XNA) in Australia and the Nikkelverk refinery in
Norway Refined nickel sales volumes of 92,774 tonnes were marginally higher
than last year Copper in concentrate sales ncreased 43% from 2010 due to a
penod of higher copper head grade from Nicke! Rim South and improved ore
volumes from the Fraser mine copper zone We reduced average INO cash
costs by 15% to $1 83 per pound from $2 16 per pound in 2010 (the lowest
level since establishing the nicke! business unit in 2006), primarily due 1o
improved volumes and higher by-product credits as a result of strong copper,
precious metals and PGM pnces

Overall mined nicke! production increased for the fifth consecutive year, up
6% to 64,103 tonnes from 60,670 tonnes in 2010 due to higher volumes from
Sudbury and Xstrata Nickel Australia {(XNA})
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Operating revietw:
Nickel continued

Sudbury

Nickel production from our Sudbury mines increased by 28% to 19,795 tonnes
of nickel in concentrate Nickel Rim South continued to achieve a strong
operating performance and a full years production from the Fraser mine also
contributed to the increase Total ore mined from these two mines increased
by 23% to reach 1 5 million tonnes We are buillding on this sohd performance
with the extension of Fraser mine in the fourth quarter of 2012 in partnership
with Vale, and by delivening the Fraser Morgan project tn 2013 Combined,
these projects will extend Fraser's Ife of mine to 2025 Our agreemant with
Quadra FNX to lease our Craig mine infrastructure provides us with valuable
revenue and cost offsets for unutilised assets, while offering possible future
synergisue benefits for the development of the Onaping Depth project

A perrod of sigmificant copper contained in Nickel Rim South ore and mining
at Fraser's copper zone led to record mined copper In concentrate production
of 50 000 tonnes from our Strathcona Mill up 38% from our performance in
2010 Qur Sudbury smelter produced 6% less nickel in matte than last year
but production exceeded our plans for the year of 69,000 tonnes This resuft
was pnmanly due to lower planned concentrate grades a reduction in the
custom feed matenals processed and a one—week maintenance shutdown
deferred from December 2010 to January 2011 Record fourth quanter
production this year helped to offset these impacts We have successfully
developed innovative technical responses o necessary enhancements of the
smelter to meet regulatory emissions requirements in order to enable low cost
and value aceretive capacity enhancements up to 85 000 tonnes of mickel per
yearin 2016

Nikkelverk, Norway
Qur Nikkelverk refinery achieved an all-ume record production of 92,427
tonnes of refined nickel

Sudbury, Canada

Nickel production from our Sudbury mine increased by 28% to 19,795
tonnes of nickel In concentrate Nickel Rim South continued to achieve
a strong operating performance and a full year’s production from the
Fraser mine also contnbuted to the \ncrease

Raglan

Qur Raglan mine treated 1 3 mullion tonnes of ore, in line with full capacity
However, bacause of a planned period of lower nickel head grade, the
amount of mickel in concentrate we produced from Raglan fell 3% to 27,274
tonnes We expect head grade to dechne further in 2012 in accordance with
our rmune plan, before improving from 2013 Raglan s head grade will improve
beyond 2013 with the development of the higher—grade Qakimajurg and
Mine 2 Lower Zone deposits, and increase production of nickel in concentrate
to 40,000 tonnes per year by 2016

Xstrata Nickel Australia (XNA)

At our Xstrata Nickel Australia (XNA) mines we more than ofiset the impact of
maning mare disseminated ore bodies with inherent lower nickel head grades
by substantially increasing the amount of ore treated by 46% to 778,073
tonnes As a result we successfully increased the amount of nickel in
concentrate from Xstrata Nickel Austrahia (XNA) over 2010 lavels to 17,000
tonnes, including an 86% increase in volumes at Sinclair mine

We are progressing with studies of new exploration areas at XNA to enable us
to continue to supply our downstream smelter and refinery and reduce fixed
unit costs

Nikkelverk

At our Nikkelverk refinery we achieved all-time record production of 92,427
tonnes of refined nickel Healthy demand for our high-punity rickel product
and Nikkelverk's rehable operation helped make this record pessible, along
with a continued focus on low capital cost debottlenecking We were
successful in treaung several different matte feeds while achieving record
production levels




Copper metal production of 36,292 tonnes was shghtly higher than last year
as we processed more copper from the polymetallic feed sent to Nikketverk
We are increasing the refinery s copper capacity to 40,000 tonnes to take
advantage of a period of increased copper grade in ore from Nickel Rim
South and to release copper in intermedeate inventory This increased copper
capacity can also be readily transformed to enable expansion of aur nickel
capacity n the future when the penod of increased copper feed ends

Falcondo

Total ferronickel sales volumes from our Falcondo operation in the Dominican
Republic reached 12,880 tonnes since reopening to a planned 50% of total
capacity in February 2011 following a 30-manth period of care and
mantenance Falcondos restart outperformed our expectauons by generaung
8% more nickel than planned and operating at an annuahsed run-rate of
almost 15,000 tonnes of nickel in ferronickel

The Falcondo operation has converted its energy source to fully procured
power providing us with an improved cost structure A potental low cost
expansion to 100% capacity remains in the feasibility stage Thes expansion
entans a project to convert the long-term enargy source for Falcondo's
process plant from oil to natural gas

Raglan, Canada

Raglan's head grade will improve beyond 2013 with the development of
the higher-grade Qakimajurq and Mine 2 Lower Zone deposits and
ncrease production of nickel in concentrate to 40 000 tonnes per year
by 2016

Sales volumos

Year ended Year ended
31 12.11 311210

IND — Europe - Nikkelverk
Refined nickel from own mines {t)
{payable metal) 58,913 57,259
Refined nickel from third parues ()
{payable metal) 33,748 34,880
Refined copper from own mines and third
partes (1) {payable metal) 35,725 36133
Refined cobatt from own mines and thid
partes {t) (payable metal} 2915 3,104
INO — North Amenca
Nickel in concentrate (t) inter company
{payable metal} 113 -
Copper in concentrate (t) inter-company
{payable metal) 37,300 26,1466
Falcondo - Domimnican Republic
Ferronicke! (t) (payable metal} 12,880 -
Total nickel sales (t) (payable metal) 92,774 92139
Total ferronickel salas (t) (payable metal) 12,880 -
Total copper sales (t} (payable metal} 73,025 62,299
Total cobalt sales (t) (payable metal) 2,915 3104
Average LME ruckel cash pnce ($/tonne) 22,831 21,809
Average Metal Bulletin cobalt low grade pnice
($/1b) 1560 179N
Average LME copper cash pnce {$/tanne) 8,826 7536
Summary production data

Yaar ended Year ended

311211 311210

Total mined nickel production (t
{contamed metal) — INO 64,103 60,670
Total mined copper producton (4§
{contained metal} - INO 55,629 42,697
Total mined cobah producton {
(contamed metaf} ~ INO 1,302 1094
Total nickel production (9 105,925 92,185
—Total refined nickel production (¢ 92,427 92185
- Total ferronickel production {t) 13,498 -
Consobdated nickel cash cost {C1}- post
by product credits ($/1b) 183 216
Consolidated ferronickel cash cost (C1) ($/1b) 809 n/a
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Operating revieuwu:
Zinc

Santago Zaldumbide

Chief Executive, Xstrata Zinc

Zinc grousth projects

Market summary

* Global demand for refined zinc increased
by 4% to 12 5 million tonnes

* Global lead consumption increased by 4%
to over ¢ 8 million tonnes

Financial Revieww

= We achieved real cost savings of $85 million

= Our Clcash costs reduced by 17% to 25 43¢

per pound on an integrated basis

Operations

¢ Qur San Juan de Nieva plant achieved a
production record of 489,000 tonnes of
zinc metal

* Zinc metal production at our Nordenham
plant rose by 6%

Developrments

* QOur Black Star Deeps project commussioned
on schedule and on budget in October

¢ Qur Handelbar Hill project comemssioned
on schedule and on budget in December

Progress In sustainability

* We achieved a 17% reduction i our total
recordable injuries frequency rate and 52%
improvement in our lost time inury frequency
rate

Strateqgic priorities for 2012

s To progress our expansion at George Fisher
ahead of commussioning in 2013

¢ Te continue our development of the
greenfield 126,000 tonnes per annum
Lady Loretta and 90 000 tornnes per annum
Bracemac-McLeod zinc projects

Approved projects

George Fisher expansion Bracemac-MclLeod
Lady Loretta

2%

production increase by 2014

We have created the worlds prermier integrated
zinc business over the past 10 years by investing
prudently in our assets to expand production,
reduce costs, expand resources and improve
overall operating and safety performance

Operating profit
(Sm)

1,000

M7
= 814

506

Cost savings
($m}
20

192
— 143

85

Total recordable injury frequency rate
{per millron hours)

15

131
10

i 109
91




Xstrata story:
Denis Homel

Doing it the right way

“We needed to find a way to grind our bulk
concentrote to the right size Monagement
supported us and we got the mMmoney to do what
we had to do We worked together as a teom
Everyone did theirr uwork. Any one person could
have slowed down the process We had o
challenge ond together we wsere able to deal
uith it we achieved this Luith no associated
safety incidents, on time on budget ond on scope
We had on issue that we faoced ond e won”

Denis Hamel
Manager, Concentrator and Plant Operations
Xstrata Zinc Brunswick Mine, Canada

Read more of Deris Hamel's
story at www xstrata com

Total zinc in mined zinc
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Operating revieuwu:
ZINC continued

Zinc

The growing market for zinc-coatad galvanized steels supported & 4%
ncrease in global demand for refined zinc to 12 5 million tonnes Demand
growth from the construction sector in emerging economies more than
offset weaker demand from developed ecor Globa! auts bl
production was 2% higher than in 2010 tn line with a small growth in
consumar demand China continued to be the world's largest consumar of
ainc for its construction and infrastructure sectors, despite the dampening
effect of the government’s inflation control measures on business
investment and consumer spending

tn 2011 global supply of mined zine increased by 3% and smelter production
grew by just over 2% China was the main contributor to production growth
and the world's largest producing country, despite reports that some mines
and smelters were operating at a loss dunng much of the year Mined zinc
production also increased in India, Canada and Mexico but higher volumes
from these countries were largely offset by declining volumes in Peru
Production increased substanually at Indian, South Korean and Peruvian
smelters while the earthquake and tsunarmi in Japan reduced output from
domestic smelters

China s smelters imported nearly 3 million tonnes of zinc concentrate during
2011 to meet domestic zinc consumption needs Continuing over-capacity
in the global smelting market and resultant low capacity utilisation rates,
especially in China, ensured strong compeution for concentrates and put
pressure on treatment and refining charge settlements Average benchmark
treatment charges for 2011 settled at $229 per tonne of concentrate on a
$2,500 per tonne zinc price basis against $273 per tonne of concentrate on
the same basis in 2010 Spot treatment charges stanted the year around
$120 per tonne of concentrate and declined to $60 per tonne of concentrate
by the end of the year

LME zinc pnces ranged between $2,400 and $2,800 per tonne duning the

first half of the year but weakened significantly during the second half to

end the year at $1,827 per tonne By year-end, refined zinc stocks at London
Metal Exchange and Shanghai Futures Exchange warehouses had increased
by a total of 172 326 tonnes to 1,184,486 tonnes The average LME zinc price
of $2,190 per tonne for 2011 was marginally higher than the average of
$2,159 per tonne in 2010 Refined metal premia were relatively steady m most
regions but increased in the US where local refineries do not proeduce encugh
to meet demand

Outlook

In 2012 we expect demand for zinc to grow at similar levels to 2011 at
around 4% to 5%, reflecung ongoing demand from urbanisation and
industrialisation in Asia While we anticipate that supply will remain
moderately ahead of demand in 2012, a number of pending mine closures
the potential for disruptions to mined production and a mare vigorous
recovery in the global economy could rapidly deplete existing metal
inventories in the medium term

Global zinc consumption
(k)
15,000

13,000
11,000

9,000

02 03 04 05 06 O7 08 O9 10 1

Global zinc consumption

Source Brook Hunt

Lead

Global lead consumption in 2011 was more than 9 8 milhion tonnes a 4%
increasa on the previous year Demand from Chinas automobile and
electric-powered bicycle sectors continued 1o be the driving force behind
global growth, with Chinese lead consumption increasing by 8% or an
additional 300 000 metnic tonnes US demand for lead continued to rebound,
increasing by 5% while a buoyant German automotive market helped offset
weakness elsewhere in Europe Demand was stable from end use sectors,
including mobile power applications such as forklift machinery and standby [
power applications such as telecommunication networks ‘

In 2011, global refined lead production increased by 5% to 10 million tonnes
as China's output rose 7%, an additional 300,000 tonnes, and production of
refined metal increased 1n South Korea the US and Inda Despite reduced
producuon at its high cost operations and insufficient domestic concentrate
supply for its smelters, Chtna continues to be the largest supplier of both
mined and refined lead Imports of lead concentrate into China were

1 3 mulhion tonnes in 2011, 10% lower than in 2010

A moderate surplus of refined lead tn 2011 resulted in an increase in stocks
at London Metal Exchange and Shanghai Futures Exchange warehouses of
173,761 tonnes to total 382 311 tonnes at the end of December

LME lead prices ranged between $2,400 and $2 800 per tanne during the
first balf of 2011 and then declined in response to the deteriorating global
outlook The lead price averaged $2 399 per tonne during 2011, compared
to an average of $2 148 per tonne 1n 2010




Year ended Year ended
(Gk:)obal zinc stocks . e P
Operating EBITDA 1,223 1.327
1000 Zine Lead Australia 288 437
800 Lead Europe 20 17
- Zwne Europe 282 288
400 Zinc North America 556 471
- Zinc Peru™ 77 114
400 Dapreciation and amortisstion {40%) (410)
- Zinc Lead Australia (183) (167
200 Lead Europe 2) @
Zinc Europe (46) 42)
0 Zinc North Amenca (143) (167)
02 03 04 05 06 07 08 09 10 M Zinc Peru™ (35) G2
B London Metal Exchange Stocks B Shanghai Futures Exchange Stocks Operating profit 814 917
Zin¢ Lead Australia 105 270
Refined premia were higher in the US due to a tight local market but were flat Lead Europe 18 15
m Europe and declined in China due to cutbacks in the battery manufactunng  Zinc Europe 236 246
ndustry as a result of environmental regulation The average benchmark Zinc North America 413 304
tr;a;tzrrgi%t chartge for 2fl)|1 ‘l;a: $123deer t:::ne:'l: co[nc:m.ratefat a |:)as:-.:s Zinc Peru* 42 ay
of $2,500 per tonne of lead Reahsed spot treatment charges for impo:
mto China rose from $80 per tonne at the start of 2011 to $120 per tonne Share of Group Operating profit 7% 120%
i December Austraha 12% 35%
Europe 31% 34%
Outlook North Am a9% 40%
Over 80% of the lead produced globally 18 used in the production of lead-aad ° inca
batteries, mostly installed in vehicles, including e-bikes and hybnd cars Zing Peru 05% 11%
We expect strong demand for lead to continue as demand for vehicles Capital employed® 6,100 5576
power backups, and other battery applications grows in particular in Return on caprtal employed* 18 9% 240%
emerging economies We anticipate a broadly balanced market in 2012, Capital expenditure gas 493
wiuth a drawdown on exchange inventones commencing in the second half Australa 736 338
Europe 66 88
North Amenca 83 67
Sustaining 504 316
Expansionary 381 177
Xstrata Zinc * ROCE % based on average exchange rates for the year
Financial and operating data ** Xstrata Zincs pro-rata share of Xstrata s 33 75% nterest in Antamina
Year anded Yearended 1 includes goodwill allocation on acquistion of Falconbndge
$m 311211 311210
Revenue 3,756 3522 gperating profit vaniances
Zinc lead Australia 550 500 tm
Lead Europe 602 59C  Operating profit 31 12 10 97
Zinc Europe 1,605 1,545 Sales price* 99
Zine North Amenca 922 1078  Volumes 47
Zinc Peru** 77 10%  Unit cost —real a5
Unit cost — CPIl inflation (43)
Unit cost — mining industry inflation 89
Unit cost — foreign exchange (L))
Depreciation and amortisation {excluding foreign exchange} 9
Operating profrt 31 12 11 B14

*  Net of commodity pnce linked costs, treatment and refining charges

woo eensy mmm | |10z wodey [enuuy | elensy | %

maiaas abajeng

MBIABS BIUBWIOHB

DIULUIBAOLD)Y

SlUaLLIeYS |RIDURUIH




woo eyensx s | | Log Hoday [enuuy | eensy | &

Operating revieuu:
ZinC continued

Qur zin¢ business achieved real unit cost savings of $85 million as a result of
efficiency improvements and improved by product recoveries While higher
sales prices added $99 million to operating profit, overall operating profit
decreased by 11% to $814 milhon due to reduced overall sales volumes as a
result of lower production and sales volumes at Antamma, adverse exchange
rates and ongoing CPl and miming inflaton A weaker US dollar against all of
our operating currencies reduced sur operating prefit by $93 mithon, coupled
with an impact of $128 milion from CPl and mining inflation, particularly for
consumables and energy

Our intuauves to achieve sustainable cost savings at our operations delivered
$85 million net of a $17 million impact from lower head grades Mining C1
cash costs fell by 18% from 40 50¢ per pound in 2010 to 33 19¢ per pound in
2011 through cost savings iniatives and improved by-product credits We are
a fully integrated zinc producer and on an integrated mine and smelter basis
we continued to reduce C1 costs by 17% from 30 644 per pound in 2010 to
25 43¢ per pound in 2011

Operations

Zinc Lead Austraha

Operating profit n 2011 from our Australian operations fell to $105 milion
compared to $270 million in 2010 reflecting lower zinc pnces in the second
half of the year and the revaluation of apen sales at year end The stronger
Australian dollar aganst the US doltar impacted operating profit by

$54 mutlion CPI and mining inflauon also had a significant impact on the
price of energy and consumables, reducing operating profit by a further
$72 million Despite the impact of adverse weather at McArthur River Mine
and the Mount Isa operations in the first quarter of the year and electnicity
supply 1ssues at Mount Isa in the final quarter, cur Australian operations
achieved a 2% improvement in 2Inc 1n concentrate volumes during 2011

Bracemac-Mclead, Canada

At full production, the Bracemac McLeod mine will produce 80,000
tonnes of zinc and 10 000 tonnes of copper annually Development
tonnes are expected in early 2012, ramping up to reach full production
n the first quarter of 2013

George Fisher, Queansland, Australia

The AUDZ274 mallion (US$246 milhon} expansion of George Fisher
mane v Mount tsa will increase the production rate by almaost 30% from
2013 George Fisher mine contains one of the largest zinc reserves in
the world

Mined volumes at the Mount Isa operations rose by 6% over 2010 levels wo
9 1 mullion tonnes, including a production record of 5 3 millon tonnes of
ore at Black Star open cut mine Throughput at the Mount Isa zinc-lead
concentrator also achieved record levels, up 8% to 9 2 million tonnes
However lower head grades meant that zinc in concentrate production
rose only shghtly while lead bullion volumes recorded a small decrease
year-on-year

Zin¢ Lead Europe

COperating profit for our Eurcpean operatiens fell by 3% to $254 millon as
cost saving Intiatives were offset by the negatve impact of adverse foreign
exchange rates and inflation

The San Juan de Nieva Plant achieved a new production record of
489,000 tonnes of zinc metal Operational improvemnents inbated last year
1o treat zine concentrates with high copper content led to record copper
production at the plant of 4 440 tannes an increase of 12% compared to
the previous year

Zinc metal production at our Nordenham plant in Germany rose by 6% to
154,000 tonnes white a change in the operation’s inventory levels led to
sales volumes decreasing by 2% to 148 000 tonnes compared to 2010
We achieved increased volumes through the successful commussioning in
January 2011 of the new 20,000 tonnes per year direct leaching stage that
uses our propnetary hydrometallurgy technology plant

The Northfleet refinery in the UK produced 130,000 tonnes of refined lead
and 5 4 millian ounces of silver during the year Volumes were lower than the
previous year, largely due to delayed crude lead shipments frorm Mount Isa
following flooding i Queensland in the first quarter Silver production was
also lower than the prewious year, for the same reasons

Zinc Lead Amaricas

Operating profit increased to $455 milhon up 18% from $386 mullion in 2010,
as higher realsed prices and cost reduction iniatives offset kower volumes
at Antamina, where the mine plan 1s producing a greater proportion of
copper only ores and lower zinc grades




Brunswick mine was able to maintain mill throughput at 3 1 million tonnes

Year ended Year ended
in line with 2010 levels, despite facing the challenges associated with an 31121 311210
older mme Zine in concentrate production fell 2% to 209,000 tonnes, lead Europe — Northfleet
n concegttrat; Svoa; f% lower at 57'0021 t;)\nnnes atnghcogp:; ur:ﬂconc:'at?t‘rlate:’f . Refined lead (9 127,753 156,118
increased to 9, onnes as improved mining techniques only partially offse
dechning head grades Costsaving and enhancement inittatives and better Refined sitver koz) 5:452 7817
by-product credns reduced Brunswick mine's C1 cash costs to @ 5¢ per pound, North Amenca — Brunswick
a 68% reduction on 2010 Zinc in concentrate {t) third party sales
bl 1af 31,675 41,201
Our Brunswick smelter processed a total of 247,000 tonnes of new feed {payable metah
Zinc in concentrate {t) inter company sales
materials in 2011 and reached a new silver dore producton record of Bl ra) 132,893 120,697
432 tonnes as a result of an increment in the proportion of high-margin {payable me ! '
residues and high-silver contained concentrates over the total feed Total zinc {t) {payable metal) 164,568 161,898
consumed Sales volumes were down as a result of lower lead content in Lead concentrate (3) nter-company sales
feed ore reducing lead production to 76,500 tonnes, 10% lower than in 2010 {payable metaf) 44,593 45,371
Cost cutting initiatives generated savings of $7 million, helping to mitigate Zinc in butk concentrate (t) third party sales
inflationary pressure particularly from higher fuel and coke prices {payable metal) 12,656 13,278
Our Matagami mine completed its third full oparating year, miling % 1 million  Lead m bulk concentrate {f) third party sales
tonnes of ore, 2 3% more than in 2010 Zinc metal production in 2011 (payable me1al) 6,420 2.3
decreased 3% to 135,000 tonnes and copper by 3% to 10,000 tonnes Siiver in bulk concentrate (koz) third party sales
We achieved a 42% reduction n C1 cash costs compared to 2010 of {payable metal} 289 465
14 4¢ per pound from cost reductions and higher by-products credits Refined lead & alloys (1) 70,302 80579
Sibver dore (koz) inter-company sales 13,187 13,328
Sales volumes North Amenca - CEZ **
Year anded Year ended Refined zinc (1) 66,706 &7 281
311211 311210 Perseverance
Australia - Mount Isa Zinc in concentrate {1) third party sales
Zinc m concentrate {t} third party sales (payable metal} 16,224 19272
{payable metal) 215,503 220427  Zinc in concentrate {t) mter—company sales
Zinc In concentrate {} inter-company sales (payable metal) 97.695 98,302
{payable metal) 89,611 70,857  Total zinc (1) {payable metal) 113,919 117 574
Total zinc {t) {payable metal) 305,114 291 284 North Amenca - Kidd Creek refined zinc (t)
Lead in concentrate (t} nter company sales Refined zne {t) - 48,560
{payable metal) - 4,277  Peru - Antamma zinc*™*
Lead in dross (1) third party sales Zinc in concentrate (1) third
{payable metal) 3,854 3449  pary sales {payable metal) 66,289 116,525
Lead in bultion () inter company sales Total zinc {t) (payable metal) 66,289 116,525
{payable metal) 131,808 147 BB8  Total zing metal third party sales (t} 705,299 747,053
Total lead (1} (payable metal) 135,662 135634 Toul zine m concentrate third party sales (0 459,919 553,904
Silver in cancentrate and dross (koz} Total lead metal third party sales (9 198,055 236 697
third party sales (payable metal 337 436 Total lead in concentrate third party sales {t) 29,823 32,503
Silver in cancentrates and i bullion (koz) Total siver metal third party sales (koz) 5,452 7.817
nter company sales (payable metal) 6,293 7,313
Total silver in concentrate third party sales (koz) 884 1,180
Total siver {koz) {payable metal) 6,630 7749
Average LME zinc pnece (US$/t) 2,190 2,159
Australia ~ McArthur Rver Average LME lead pnce (US$/) 2,399 2148
Zinc in concentrate () thind party sales d BT :
(payable metal) 117,572 143,200 *  Xstrata Zinc’s pro raia share of Lennard Shell sales volumes (50%)
*e hare of CEZ sales volumes {25%)
2inc in concentrate {t) inter-company sales +-, Xstrata Zincss pro rata share o
(payable metal 37.390 8,665 Xstrata Zinc's pro rata share of zinc sales from Xstratas 33 75% interest in Antamina
Lead in concentrate () third party sales
Summary production data
(payable metal 19,549 19,643 e Yesronded  Year ended
Silver in concentrate (koz} third party sales 311211 311210
(payable metal) 258 279  Total zinc n concentrate production {t) 974,517 1,022,252
Europe — San Juan da Mieva Total zinc n metal producuon (t) 737,758 765,867
Refined aing (1) 489,778 480,103 Total lead in concenvate production () 225,743 235616
Europe — Nordenham Total lead in metal production (1) 206,579 238,735
Refined zinc (1) 148,816 151,109 Total copper In concentrate production (1) 18,550 18,205

Consolidated zinc cash cost {C1) — post
by-product aedits ($/1b) 331¢% 40 50
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Operating revieuu:

Alloys

Peet Nienaber
Chief Executive, Xstrata Alloys

Market summary
* Record levels of global consumption
of ferrochrome

+ Plaunum and palladium prices increased
by 7% and 39% respectively on 2010

Financial Reviews
« Operating profit reduced to $153 mullion

« Stronger average prices for our commodities
contnibuted $15 million

Operotions

* Efficiency iniiatives at our ferrochrome
operations improved electricity consumption
durng peak tanff penods

* Our Mototolo platmurm joint venture
increased production and suceessfully
maintaned nameplate production
throughout the year

Developments

* We progressed the development of the
underground mine ifrastructure at Eland
plavnum mine

* In April, we commence construction of the
Tswelopele pelleuzing and sintenng plant

Progress in sustainability

* We have enhanced our processes to identify
hazards and manage nisk through the
successful implementation of commtment.
based safety programmes We are taking
a nsk-based approach to all actwities to
ensure out prionuies are clearly defined
and managed

In 2011, our total recordable inury frequency
rate decreased by 12%

Strategic priorities for 2012

* Commissioning of Tswelopele our 600,000
tonnes per annum chromite pellet plantin
the second half of the year

* Continue the phase two expansion of the
Lion ferrachrome smelter for cammissioning
n 2013

Alloys growth projects

Approved projects

Lion il Tswelopele pellet plant Eland
underground and concentrator |

18%

ferrochrome production increase by 2014

Qur ferroalloys business 1s one of the world's
largest integrated ferrochrome producers in the
world Thanks te our own Premus technology,
developed by our alloys team and implemented
at a number of our ferrochrome smelters we run
some of the worlds most energy-efficient chrome
operations

Operating profit
{Em)

S00
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Cost savings
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Total recordable injury frequency rate
{per milhion hours)

— 43 43




Xstrata story:
Ben Moolman

Taking responsibility
and making decisions

“You realise that If you take a decision forward
it's yours. the responsbility usll e with you
That iImmediately chonges your mindset

You ve got to be 100% sure that this 15 what
you want and can do Immediately you look at
your operations In a different way You hove to
cascade that responsibility doun. which takes
the decision-maoking to the most oppropriate
level — the operational level — the quys who
keep the wiheels gong and maoke the money
for the compoany”

Ben Moolman
Managing Director Platinum
Xstrata Alloys, South Africa

Read more of Ben Moo!man’s
STOry at www Xstrata com
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Operating reviewu:
Alloys continued

Markets

Ferrochrome

Strong global stainless steel demand growth, driven mostly by continued
double digit growth in China, resulted in record production of stainless
steel tn 2011 Glokal consurnption of ferrochrome reached a record

8 7 million tonnes, excaeeding the previous high of 8 3 million tonnes

in 2010 Strong end-user demand and restocking by stainless steal
distribution centres in the first half supported the growth in global
demand for both stainless steel and ferrochrome

Despite nsing oil prices and global events such as the natural disaster in
Japan and political unrest in the Middle East, volumes in the global stainless
industry remained healthy for the first half of 2011, albeit with considerably
reduced margins In the second half of the year, falling prices for nickel and
chrame, triggered by renewed concerns over global sovereign debt, began
to erode sentment in the stainless steel market

Global ferrochrome producuon rose in response to increased demand to
reach a record 8 7 mullion tonnes in 2011, 1% higher than 2010 South Afncan
production rose dunng the first quarter of 2011, but overa!l valumes from
South Afnca declined by 9% due to progressively weaker demand during

the year and reduced production dunng the high electnaty tanff South
African winter

In response to strong demand and an increased availability of chromite ore,
Chinese ferrochrome production increased by 12% or 260 000 tonnes on
the record production levels achieved in 2010 Despite producing around
2 4 mulhon tonnes of ferrochrome in 2011 China remains a net ferrochrome
importer with 1 8 million tonnes imported i 2011 Thes represents 44% of
total Chinese demand of which South Afnca supphied 1 1 millian tonnes, an
increase of 18% on the previous year

The Chinese chromite ore market conunues to grow strongly with 9 4 mallion
tonnes importad in 2011, an increase of $% on the previcus year South Africa
supphied around 50% of the chromite imported into China, a 51% increase

on 2010’ record volumes At the end of the year approximately 3 é million
tannes of chromite ore were estimated to be held n stocks at Chinese ports

Dunng 2011, the European benchmark contract price for ferrochrome traded
between 120q per pound and 135¢ per pound, averaging 125¢ per pound
a 0 6% increase on the previous year

Outlook

We expect positive underlying fundamentals to support stainless steel
demand and for the global market 10 grow at a higher rate than in 2011
Increased demand for stainless steel will lead to higher stainless steel melt
praduction and, as a result, increased demand for virgin ferrochrome units
and improved ferrochrome pricing Continued increases in global electricity
and mining costs and the strengthening of the freight market, will result in
margins remaining under prassure

Global ferrochrome consumption
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Global ferrochrome consumption

Platinum Group Metals (PGM)

Despite the global economic uncertanty, total demand for plaunum showed
modest year-on year growth i all sectors apart from the investment sector
dunng the year

Autocatalyst demand continued to recover in 2011, with global ight vehicle
sales growing by 4% on 2010 levels This growth was largely supported by
higher ight vehicle sales and production in the US and China, both major
consumers of gasoline vehicles that require palladium nch autocatalysts
European vehicle sales, strongly affected by the financiat situation in the
Eurozone saw total passenger car sales fall by 1 4% in Western Europe
Germany, howaver, enjoyed an 8 8% increase i vehicle sales in 2011 1n
contrast to declining sales volumes i Spain and ltaly Demand for diesel
vehicles in Eurape, which use platinum-nch converters, has stabilised at abave
50% of total European vehicle sales, a full recovery from the lows of 40%
dunng the vehicle scrapping schemes n 2009

Jewaellery continued te prowide a floor for PGM prices during 2011, with sales,
measured by trading on the Shanghai Gold Exchange, surging dunng the
price dips in October High demand from China the largest single consumer
of platinum jewellery supported growth in global demand dunng the year

Global economic concerns negatively impacted investment demand for
PGMs 1in 2011, with investors following different strategies for platinum and
palladium Platinum exchange traded funds (ETFs} showed a net investment
of 140 000 ounces in 2011 while palladium ETFs showed a net outflow of
530,000 ounces




Global ferrochrome supply
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Global ferrochrome supply

In South Africa, the largest primary producing country supply was negatively
affected by an increase in the number of safety-related legally enforced
stoppages as well as industnial action Despite deepening shafts, falling

head grades and depletion of the Merensky reef in South Africa, global
primary supply of platinum increased by 160,000 ounces, or 3% on 2010
levels Secondary platinum supply from recycling increased by 15%, or
220,000 ounces, in 2011, largely due to an increasing volume of plaunum-rich
diesel vehicles being recycled

On average platinum and palladium prices increased by 7% and 39% on
2010 levels respectively and rhodium prices decreased by 18% For the first
half of the year, platinum mostly tracked the gold price, reaching a high of
$1.887 per ounce in August, at which point it was trading at panty with gold,
for the first tme since 2008 Since then, global risk aversion amid ongoing
conceins over sovereign debt in the Eurozone, has seen the platnum pnce
trade at a discount to gold Platinum closed the year at $1,381 per ounce,
22% lower than at the start of 2011 and palladium’s year end price was 20%
lower at $636 per cunce

Outlook

Glabal forecasts show overall growth, albeit at a slower pace than previously
predicted for vehicle production and sales in 2012 Ongoing European
econamic concerns will continue to threaten platinum autocatalyst

demand growth, as European vehicle sales represent 50% of autocatalytic
platinum demand

Primary supply faces ongoing operating challenges which coupled with
increasing labour and electncity costs are expected to place margins under
pressure and may severely impact smaller praducers

Xstrata Alloys
Finanesal and operating data

Year ended Year ended
$m 1z 311210
Revenue 1,689 1,894
Operating EBITDA 294 477
Depreciation and amartisation {141) (124
Operating profit/{loss) 153 353
Share of Group Operating profit 18% 46%
Capital employed 3,165 3,550
Return on capital employed* 4 9% 11 0%
Capital expenditure 87 267
Sustaining 137 126
Expanstonary 250 141
* ROCE % based on average exchange rates for the year
Operating profit vanances .

tail

Operating profit 31 1210 353
Sales pnce* 15
Volumes 8&)
Unit cost — real 2
Unit cost — CPlinflation {42}
Unit cost — muming industry inflation {70)
Unit cast — foreign exchange 59
Other income and expenses {65)
Depreciation and amorusation (including mpairments of PPE and
excluding foreign exchange) {18)
Operating profit 3112 11 153

-

Net of commaodity prce inked costs treatment and refining charges

2011 was a challenging year for Xstrata Alloys with marginally higher pricing
unable to offset ongoing inflationary input costs We reduced capacity
utilisation to respond to lower demand while industnal action at a number
of operations duning the second half also curtailed production and increased
unit costs As a result, our operating profit reduced to $153 million for 2011,
compared to $353 million for 2010 Operating profit from our mature
ferrochrome and vanadium businesses of $176 millien was partly offset by an
operating loss of $23 milion in our platinum business The contnbution from
Mototolo, which has reached steady-state production was more than offset
by reduced volumes and increased unit costs at Eland due to lower grades
and challenging ground conditions amid the transition from open cut to
underground Stronger average prices for commodities contributed

$15 million, although this was cutweighed by lower sales volumes which
impacted operating profit by $86 million and mining inflation mncreases on
key cost drivers which further reduced operating profit by $70 million

Double digit inflaticnary rises in key costs were experienced during 2011,
increasing costs in nominal terms In real terms measured aganst the
inflationary headwinds, our chrome business achieved $32 million of unit cost
savings from efficlency improvements The impact of Jower grades due to
difficult operating conditions in the platinum division largely offset the chrome
efficiencies, resulting in unit cost savings of $5 million The weakening of the
rand against the dollar dunng 2011, compared to the inverse trend in 2010,
had a posstive impact of $59 million
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Operating revieuwu:
Alloys continued

Ptatinum minae, South Africa

The underground operations at Eland wilt produce 250,000 tonnes per
month by the end of 2013 and stead state production of 500,000 tonnes
per month will be reached during the last quarter of 2015 doubling
production levels to 300,000 platinum ounces per annum

Other income and expenses of $65 milhon mainly consists of $2? million for
the reversal of provisions not recurnng in 2011, increased social and labour
costs of $10 million and an increase in standing charges of $15 million due to
idled capacity

Operations

Farrochrome

Dunng 2011, our total ferrochrome production of 1,021,000 tonnes,
representing 72% of total operating capacity, was 12% lower than in 2010
as our operations responded to weaker market conditions

Our chrome division faced significant, above-inflation pnce increases for
ore, which rose by 24%, and electnicity which increased by 23% year on-year
following similar increases in previous years Cash production costs rose by
14% in nominal rand terms, but we were able to mitigate above-inflation
cost increases fully by improving the efficiency of our operations’ electncity
consumption during peak tanff penods, as welt as using lower priced UG2
ore {a waste product from the platinum industry) and by implementing
ongoing consumption efficiency improvements

Ongong mitiatives to opumise reductant mixes have contnbuted an
additional 7% reduction in average reductant costs compared to 2010

We expect additional improvements from the commissioning of the
Tswelopele pelletizing and sintering plant in 2012 and Lion Phase Il project
n 2013

Varadium pentoxide and ferrovanadium production decreased by 4% and 8%
respectively compared ta 2010, mainly due to a 14-day planned maintenance
shutdown

Platinum Group Metals

PGM volumes were 22%, or 42,417 ounces, lower than 2010 as Eland mne
continued to transition from an open pit to an underground mine Production
was also impacted by delays in obtaiming mining nghts extensions for the
open cast muning areas and for the De Wildt mineral resource block and by
industnal action at Eland in October The Mototolo joint venture increased
throughput by 39,757 tonnes marginally maore than in 2010, and succeeded
in maintaining nameplate ROM production of around 200,000 tonnes per
month throughout the year processing a total of 2,302,990 milled tonnes

Summary production data

Year ended Year ended
M1z 311210

Femochrome (k™ 1,021 1,165
Vanadium™*
Fervovanadium (kkg) 3,953 4,311
V,0, (kibs) 21,039 21,874
PGM**
Platinum {(oz) 92,411 117,659
Palladium {oz) 456,968 59,584
Rhodium {oz) 15,049 19,602
Indicative average published prices
{Metal Bulletin)
Ferrochrome {c/Io) 1250 1243
V,0; ($/1b) 66 69
Ferrovanadium {$/kg V) 287 301
Average (Londan Platinum and Palladium
Market) platinum price ($/02) 1,720 1,611
Average (London Platinum and Palladium
Market) palladum price {$/0z) 733 527
Average (Johnson Matthey) shodium price
§/02) 2,022 2 406

*  Including Xstrata’s 79 5% share of the Xstrata Merafe Chrome Venture
** 100% consoldated




Technology Services

Financial and operating data

Year ended Year ended
$m 31121 311210
Revenue 222 153
EBITDA 34 32
Depreciauon and amortisaton 7} (6)
EBIT 27 26
Capital expenditure ] 2

Our Technology Services business provides expertise and technology to
support the processes involved 1n mining and metallurgy Technology Services
comprises Xstrata Technology, based in Bnsbane, Australia, a specialist
technology soluttons prowider and Xstrata Process Support, based in Sudbury,
Canada, an independent group that provides highly specialised technological
support both to Xstrata’s operations and to third party customers

Revenue in 2011 increased by 45% compared to 2010, due to increased
orders across all our Technology Services busmesses, in particular those
delivering hydrometallurgical and mineral processing technolagies Overall
Technology Services’ EBIT remained at a similar level to 2010, as a result of
a changing revenue mix and growing competiion In some regions

Xstrata Technology

Albion Process™

Our Albion Process™ technology provides a robust method of wreating
refractory concentrates with low capital costs through combining fine grinding
s the lsaMill™ with leaching under atmosphene condrtions

A number of third party customers are now implementing our Albion
Process™ technology, mcluding Bass Metals’ Hellyer gold project in Tanzania,
and the GeoPro Mining Gold Project in Armenia In early January 2012 an
Albion Pracess plant to treat refractory gold concentrates in the Dominican
Republic began commissioning for Panterra Gold Limited

We are also operating two Albion Process™ plants at our Nordenham and
San Juan de Nieva zin¢ smelters supporting improved zinc recovery from
McAnhur River Mine’s bulk zinc-lead concentrates

fsahall™

Our saMill™ technology onginally developed for ultra fine grinding
applications, 1s now successfully used for mainstream tertiary and regrind
applications across a broad range of industnal applications Duning 2011,
we saw strong demand growth from platinum and copper companies

An iron ore grinding application has been added to our range of products

ISASMELT™

Our low capital cost, rapid startup ISASMELT™ technology 1s used to both
modernise exisung operations and to build efficient and clean greenfie!d
smelters During the last 20 years, over 20 ISASMELT™ plants have been built
n countries including Belgium, China, Germany, India, Malaysia, Peru, US
and Zambia

In 2011, a new copper plant was commisstoned in Kazakhstan and
construction continued on a lead plant in Kazakhstan and a lead plant in
China We signed a contract with Kansanshi Mining Plc to supply engineenng
and equipment for a new greenfield copper smelter in Zambia, which has the
capacity to treat 1 4 milhen tonnes per year of copper concentrate We also
completed a basic engineering package for a plant to recover zinc metal from
lead blast fumace slag

Bottom Blown Oxygen Cupel {(BBOC)

BBOC, a high intensity, cost effective silver refining technology was
developed and 15 used at Xstrata’s Brtannia Refined Metals refinery in the UK
During the year we delivered a BBOC package to Hindustan Zinc Limited in
Incha and undernaok a number of studies on BBOC for external customers

Jameson Celi

The Jameson Cell 1s a2 high intensity flotation technology that has traditionally
been very successful in fine coal flotauon Dunng 2011, there was increased
demand from base metal applications for copper and gold processing and
we anticipate these customers will represent around 50% of future revenue

Isakidd Technology

IsaKidd combines the Isa Process™ and Kidd Process™ copper refiming
technologies and offers a comprehensive technelogy package in electro-
refining, electro-winning and full solvent-extraction/electro-winning plants

Revenue from our Isakidd™ technology increased by 19% in 2011 on the
previous year as a result of continued strong demand for our unique
specification stainless steel cathode plates (both 316L and Duplex} Our
patented XT Duplex steel has demonstrated supenor corrosion resistance
and 1s continuing to gain market share The new robotic stripping machine we
successfully commissioned during 2011 has demonstrated improved stripping
effectiveness and throughput consistency for simgle sheet requirements

Orders for our IsaKidd™ technology continue to be strong from major
ndustrial regions including China, Afnica, India, South Amenica, Asia and
Europe

Xstrata Process Support

Xstrata Process Support provides expert technical services to the minerals
sector through four separate groups Interest has continued to recover and
revenues from external customers for 2011 represented 49% of total revenue
compared to 35% i 2010

Process Mineralogy

Our Process Minerzlogy group a mineral processing and science business,
continues to see strong demand from our operations and projects In 2011,
the group provided GeoMet unit selection, ere charactensatton, plant
optmisation and flowsheet development services to Strathcona Mill and
Bracemac-McLeod praject in Canada and to the Pallas Green project in
Irefand During the year, a new service focusing on support for plant
operations was started and 15 enjoymng streng demand from third-party
customers

Extractrve Matallurgy

Demand for the expertise provided by Extractive Metallurgy on
pyrometallurgy and hydrometallurgy to smelters and refineries continued to
grow for fluid bed roasung, thermal analysss and process modelling The
group 1s expanding its pyrometallurgical capabilives through installation of a
300kW DC furnace far smelter piloting campaigns Demand for a metallurgical
accounting audit package from third party customers was strong

Process Control

Demand continues to be strong for Process Centrol, a group of highly
experienced engineers based in Sudbury, Canada, and at vanious Xstrata
operations During the year, our engineers delwvered best practice contro!
solutions to Xstrata operations including Xstrata Alloys’ Elang platinum
concentrator in South Africa Xstrata Copper's Kidd Mine and concentrator

n Canada and Xstrata Mickel s Strathcona concentrator in Canada In Sudbury,
at Xstrata Nickel's new Nickel Rim South mine and Fraser mine projects,
automation and control, particularly for energy savings in ventilation systems
is being improved In South Amenca our Process Control engineers are part
of Xstrata Copper's Standard Concentrator Dessgn team designing and
building replicable copper cancentrators and site facilities for the Antapaccay
and Las Bambas growth projects in Peru

Matenals Technology

Our Matenals Technology team provides asset integnty management services
dunng the development and implementation stages of capital projects and on
through the full equipment lifecycle Plant inspections are specialised and are
wital to minimise unexpected plant shutdowns in 2011 Matenals Technology
warked in Canada with Xstrata Nickel at the Sudbury cancentrator and
smelter and at Xstrata Copper's Horne smelter Several smelter acid plant
inspections were also completed for external chients during the year

Matenals Technology continues to expenence strong demand for its services
from external chents and expanded ns workforee and services in 2011
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Operations data

Xstrata Copper

Economic 100% production 100% producuon Accounting
Name of operation benefit 2011 2010 status Location
Argentina
Alumbrera 50% 38 2mt ore 37 5mt ore Subsidiary  Catamarca Province
117kt Cu in conc 140kt Cu in conc
327koz Au In conc 3460koz Au in cone
28koz Au in dord 45koz Au In doré
Australia
North West
Ermest Henry 100% 10 4mt ore 9 8mt ore Subsichary Queensland
100kt Cu in conc 75kt Cu in conc
129koz Au In conc 91koz Au in conc
North West
Mount [sa 100% S 9mt ore 6 1mt ore Subsichary Queensland
149kt Cu 1n conc 158kt Cu in cone
238kt Cu i anode 215kt Cu in anode
Townswille Refinery 100% 277kt Cu cathode 287kt Cu cathode Subsidiary North Queensland
Canada
CCR 100% 264kt Cu cathode 276kt Cu cathode Subsidiary Quebec
Home 100% 187kt Cu m anode 194kt Cu in anode Subsidiary Quebec
Kidd 100% 42kt Cu wn conc 53kt Cu in conc Subsidiary Ontano
71kt Zn in conc 38kt Cu in cathode
86k Zn in cong
Chile
Altonorte 100% 311kt Cun anode 278kt Cu 1n anode Subsidary  Antofagasta Region
Collahuasi 44% 47 Bmt ore 49 1mt ore Joint venture Tarapacé Region
417kt Cu in conc 465kt Cu in conc
36kt Cu cathode 39kt Cu cathode
Lomas Bayas 100% 14 5 mt ore 14 2mt ore Subsidary  Antofagasta Region
74 kt Cu Cathode 72kt Cu cathode
Peru
Antamina {joint with Xstrata Zinc) 3375% 37 6mt ore 36 5mt ore Joint venture Ancash Region
334kt Cu 1n conc 301kt Cuin conc
Tintaya 100% 7 3mt ore 7 3mtore Subsidiary Espinar Province
74kt Cuin conc 68kt Cu in conc
21kt Cu cathode 25kt Cu cathode




Xstrata Coal

Econemic 100% production 100% production Accounting
Name of operaton benefi 2011 2010 status Location
Amaencas
Cerrejdn 333% 32,255kt 30,180kt Joint venture Colombia
Austratia
Cumnock” 0% - 455kt Joint venture Hunter Valley
Liddell 67 5% 4,603kt 3922kt Jount venture Hunter Valley
Macquane Coal v
- West Wallsend 80% 2,760kt 2,230kt Joint venture Newcastle
- Westside 80% 907kt 802kt Joint venture Newcastle
Mt Owen 100% 9.227kt 8,284kt Subsidiary Hunter Valley
Ravensworth Operations 100% 3,980kt 4,417kt Subsidiary Hunter Valley
Ravensworth Underground 702% 1,696kt 2,262kt Joint venture Hunter Valley
Oakbndge Group
- Baal Bone 74 1% 1,184kt 1,321kt Subsidiary  Western Coal Fields
- Bulga Underground 48 3% 787kt 3,972kt Joint venture Hunter Valley
- Bulga Open Cut 68 3% 6,157kt 5,663kt Joint venture Hunter Valley
Tahmoor 100% 1,721kt 936kt Subsidiary  Southermn Coal Fields
Ulan
- Ulan Underground 0% 3,940kt 4 802kt Jointventure  Western Coal Fields
~ Ulan West Box Cut 0% 572kt - Jointventure  Western Coal Fields
Mangoola 100% 7,791kt - Subsidiary Hunter Valley
United* 95% - 223kt Jont venture Hunter Valley
Oaky Creek 55% 8,020kt 10,121kt Joint venture Bowen Basin
Newlands
- Thermal 55% 5,068kt 8122kt Joint venture Bowen Basin
- Coking 55% 1,418kt 1,273kt Joint venture
Collinswille
- Thermal 55% 2,747kt 2095kt Joint venture Bowen Basin
- Coking 55% 1,210kt 936kt Joint venture Bowen Basin
Rolleston 75% 7,502kt 5,776kt Joint veniure Bowen Basin
South Afnca
Mpumalanga Drvision*™
- Spizkop 79 8% 548kt 593kt Subsichary Ermelo
- Tselentis 798% 473kt 519kt Subsidiary Breyten
tmpunzi Damsion 798% 4,601kt 4,451kt Subsidiary Witbank
Tweefontein
- Open Cast 798% 2,112kt 3347kt Subsidiary Witbank
~ Underground 79 8% 5,430kt 5,527kt Subsidiary Witbank
Goedgevonden 74% 5,293kt 4,394kt Joint venture Witbank

*  Current cperations completed, decsion
on remaining reserves pendlng

** Sold December 2011
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Operations data continued

Xstrata Neckel

Economic 100% production 100% production Accounting
Name of operation benefit 201 2010 status |Location
Australa
Cosmos 100% 437kt ore 383kt ore Subsidiary Mt Kerth-Leinster
11kt Niin conc 14kt Ni in conc
Sinclarr 100% 341kt ore 14%kt ore
&kt Niin conc 3kt NI in cone Subsidiary Mt Keith Leinster
Canada
Sudbury — Nickel Rim South mine 100% 1 3mt ore 1 imtore Subsidiary Ontano
18kt Niin cone 15kt Ny i cone
3%kt Cu in conc 29kt Cu in cong
Sudbury ~ mill and smelter 100% 1 9mt ore 1 5mt ore Subsidiary Ontano
122kt Ni-Cu matte 131kt Ni Cu matte
Raglan 100% 1 3mt ore 1 3mtcre Subsichary Quebec
27kt Niin cone 28kt Ni in cone
Domimcan Repubhe
Care and
Falcondo 85 3% 1 1mt ore maintenance Subsidiary Bonao
13 5kt Niin FaNi
Norway
Nikkelverk 100% 92kt Ni 92kt Ny
36kt Cu 36kt Cu Subsichary Knstiansand
3kt Co 3kt Co
Xstrata Zinc
Economic 100% preduction 100% production Accounting
Name of operaton benafit 2011 2010 status Location
Garmany
Nordenham 100% 154kt Zn 146kt Zn Subsidiary Nordenham
148kt saleable Zn 140kt saleable Zn
Peru
Antamina 3375% 37 6mt ore 36 5mt ore Jont ventura Ancash
{jont with Xstrata Copper) 235kt Zn in conc 386kt Zn in conc
Spain
San Juan de Nieva 100% 511kt Zn 501kt Zn Subsidiary Astunas
489kt saleable Zn 480kt saleable Zn
Hingjedo 100% 39kt calcine 36kt calane Subsdiary Cantabna
22kt SO 23kt SO
Amao 100% 16kt ZnO 15kt Zn> Subsidary Astunas
UK
Northfleet 100% 130kt primary Pb 153kt pnmary Pb Subsidiary Northfleet
167tAg 232t Ag




Xstrata Zinc

81
Econormic 100% production 100% producuon Accounting &
Name of operation benefit 2011 2010 status Locaton 3
Austraka E
McArthur River 100% 2 Imtore 2 2mt are Subsidiary Northern Terrtory by
194 kt Zn in conc 184kt Zn 1n conc 2
Mount Isa 100% 2 1mtore 8 &mit ore Subsidrary North West é
357kt Zn in conc 355kt Zn in conc Queensland 3
139kt Pb in bullion 140kt Pb 1n bullion 2
204t Ag in bullion 211t Ag n bullion g
Canada =
Brunswick mine 100% 3 1mt ore 3 1mt ore Subsidiary New Brunswick g
209kt Zn in conc 214kt Zn in cone %
57kt Pb i cone 60kt Pb in conc g
157t Ag in cone 168t Ag 1n conc g
9kt Cu in conc 8kt Cu In cone 3
Brunswick Smelting 100% 77kt refined Pb B85kt refined Pb Subsicdiary New Brunswick
418t Au doré 406t Au dore
CEZ Refinery 25% 290Kt Zn 290Kt Zn Assaciate Quebec 4
Perseverance mine 100% 1,087 Kt ore 1,062 Kt ore g
135kt Zn in conc 139kt Zn in conc Subsidiary Cuebec a
10kt Cuin cone 10kt Cu i cone ?'B
H
General Smetting 100% 5kt Zn and Pb 5kt Zn and Pb Subsidary Ouebec
Xstrata Alloys 3
Economic 100% production 100% production Accaunting g.
Name of operation benefit 20 2010 status Location S
South Africa g
Boshoek plant 79 5% 141kt 154kt Jomnt venture Boshoek 8
Lion plant 79 5% 302kt 248kt Jomt venture Steelpoort ]
Lydenburg plant 69 6% 291kt 358kt Jant venture Lydenburg g
Rustenburg plant 79 5% 183kt 334kt Joint venture Rustenburg
Wonderkop plant 79 5% 368kt 371k Joint venture Mankana
Kroondal mine 79 5% 792kt 815kt Joint venture Rustenburg
Thomeliffe mine 79 5% 801kt 858kt Joint venture Steelpoort 9
Helena mine 79 5% 489kt 456kt Joint venture Steelpoort ]
Waterval mine 79 5% 210kt -kt Joint venture Rustenburg g
Rhovan V,0, FeV 74% 21,03%klb 21,874kl Joint venture Brits 2
74% 3,953klb 4,311kkg Joint venture Bnits
Char Technologies 100% 27kt 53kt Subsichary YWitbank
Afncan Carbon Manufacturers 100% 38kt 73kt Subsidiary Witbank
Afncan Carbon Producers 100% 821t 109kt Subsidiary Witbank
Afncan Fine Carbon 100% 33kt Skt Subsidiary Middelburg
Afncan Carbon Union 74% 3okt &5kt Subsidiary Witbank
Mototolo 37% 198koz 196koz Joint venture Steelpoort
Eland 73 99% 57koz 101koz Jont venture Bnits
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Abigail Nomfundo’s story

Rauws Materials Superintendent
Xstrata Alloys, South Africa

“To be given the freedom and to be
trusted to do what I'm supposed to do.
that to me is priceless. There's a certain
breed of people who do well at Xstrata,
who thrive on being given responsibility
and accountability right away.”
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Board of directors

Sir John Bond
Title and age Chaiwrman, aged 70

Appointment
Appointed In May 2011

Committee membaership Chairman
of the Nemmations Committea and
member of the Remuneration
Committee

Skills and expenence Sir John Bond
resigned as chairman and non-
exacutive director of Vodafone
Group plc on 26 July 2011 He was
appointed to the board of Vodafone in
2005 and became chairman in 2006
He 15 a director of A P Moller-Maersk
A/S (Denmark) the international
shipping and invesiment company.
and Shui On Land Ltd, a Hong Kong
quoted property development
company specialising in China He
retired as Group Chairman of HSBC
Holdings ple (n 2006, having also
been its Group Chief Executive from
1993 to 1998 He holds advisory roles
with Northern Trust Corp, US, and with
KKR Asia He 15 also a member

of various advisory bodies in China
China Development Forum, China
Banking Regulatory Commission
Intermational Adwvisory Board, and
Tsinghua School of Economics and
Management at Tanghua Unersity

External appointments None

Mick Davis

Title and age
Chief Executive aged 54

Appointment Appointed Chief
Executive in October 2001 and then
Chief Executive of Xstrata ple upon
incorporation in February 2002

Committee membership Chairman
of the Executive Committee, and

a member of the Health, Safety
Environment and Community
Committee

Skills and expenience Previously

Mr Dawis was Chief Financial Officer
and an executive director of Billiton
Ple appointed tn July 1997, and
served as Executive Charrman of
tngwe Coal Corporation Limned from
1995 He joined Gencor Limited n
early 1994 frorm Eskom, the South
African state-owned electnaty utility
where he was an executive director

External appointments None

Ivan Glasenberg
Title and age
Non-executive director, aged 55

Appocintment
Appointed in February 2002

Committee membership None

Skills and experience Mr
Glasenberg s the Chief Executive
COfficer of Glencore International pic,
a leading integrated commodities
producer and marketer He previously
worked in the coal department of
Glencore in South Africa for three
years and in Australia for two years
From 1989 to 1990 he managed
Glencore International s Hong Kong
and Bejing offices In 1991 he
became Head of Glencore's Coal
Department and in 2002 Chief
Executive Officer of Glencore
Intemational

Other external appointments
Director of United Company
RUSL ple

David Rough
Title and age Deputy Chairman and
Senior Independent Director, aged 61

Appointment
Apponted in April 2002

Committee maembearship Chairman
of the Remunerauon Committee and
a member of the Nominations, Audit
and Health, Safety, Ervmronment and
Community Committees

Skills and experience Mr Rough
was a director of Legal & General
Group Ple before retiring from Legal
& General in June 2002 As Group
Drrector (Investments), Mr Rough
headed all aspects of fund
management within Legal &
General Investments

External appointments Oirector

of Land Secuntes Group plec Brown,
Shipley & Co Ltd and LME

Holdings Ltd

Peter Hooley
Title and age
Non-executive director, aged &5

Appointment
Appointed in May 2009

Committee memberstup Chairman
of the Audit Committee

Skills and experience Mr Hooley
was, until 2006, Group Finance
Director of Srmith & Nephew plc,

a global medical devices busness
fisted on the FTSE 100 He was
previously Group Financial Controller
of BICC ple

External appointments Director and
Chairman of BSNmedical Luxembourg
Holding 5Sarl, a medical textiles
business group

Con Fauconnier
Title and age
Non-executive diractor, aged 64

Appointment
Apponted in May 2010

Committee membership Member
of the Health Safety, Environment
and Community and Remuneration
Committees

Skills and experience Dr Faucannier
was Managing Director of Iscor Mining
n 1999 before being apponted as
Chief Executive of Kumba Resources
Limned in 2001 From 2006 until bis
retirement in August 2007, he served
as Chief Executive Officer of Exxaro
Resources Limited, a newly formed
company from the merger of Eyesizwe
Mining and the non iron ore assets of
Kumba Resources

External appointments None

Claude Lamoureux
Title and age
Non-executive duector aged 69

Appomntment
Appainted in May 2008

Committee membership Member of
Audit and Health Safety, Environment
and Community Commntees

Sklls and expenence Mr Lamoureux
was President and Chief Executive
Officer of the Ontane Teachers’
Pension Plan Board until 1 December
2007 Previously he spent 25 years as
a financial executive with Metropolitan
Life in Canada and the US

External appomntments Director of
Cordiant Capual, Maple Leaf Foods
Inc, Atnum Innovations inc , and
Industnal Allance Insurances and
Financial Services Inc




Anistotelis Mistaladis

Title and age
Non executive directar, aged 51

Appointment
Apponted m May 2011

Committee membership None

Skills and experience Arnstotelis
Mistakichs 1s Co-director of Glencore's
Zinc/Copper/Lead commodity
department, a posttion be has held
since February 2000, having joined
Glencore in 1993 He 15 jointly
responsible for overseeing the
marketing business and industnal
assets of the department, including
strategy and operations He 15 also

a director of Katanga Mining Limited
and Recylex S A and 1s charman of
Mopam Copper Mines Plc Before
Glencore, he worked at Cargill for six
years, where he worked in and gained
experience in the nonferrous metals
industry

External appointments Director of
Katanga Mining Ltd, Recyclex SA ,
Mopani Copper Mines plc and Porto
Vesme SRL

Tor Peterson

Title and age
Non-executive director aged 47

Appomntmant
Apponted in May 2011

Committee membership None

Skills and experienca Tor Peterson
1s Director of Glencore’s Coal/Coke
commodity department, a position
he has held since 2002, having joined
Glencare in 1992 He Is responsible
for overseeing the global marketing
bustness and industral assets of the
department, ncluding strategy and
operations Before Glencore, he
warked for five years for Phibro-
Salomon Inc as a marketer, being
based in New York, London and the
Ivory Coast

External appointments Mone

Sir Steve Robson CB

Title and age
Non-executive director aged 68

Appo:ntment
Appointed in February 2002

Committes membership Member
of the Remuneration and
Nominations Commuttees

Skills and expenience Sir Steve
retired as Second Permanent
Secretary at HM Treasury in January
2001 He had joined HM Treasury
after leaving unwversity His early
career included a perod as Private
Secretary to the Chancellor of

the Exchequer and a two-year
secondment to Investors In Industry
plc(3) From 1997 unul his
retirement, his responsibilities
included the legal framework for
regulaton of the UK financial services
ndustry, public private partnerships,
procurement policy including the
private finance intiatve and the
Treasury s enterpnses and growth unn

External appomtments Member of
the Financial Reporting Council and
KPMG Chairman's Adwsory Board
Chairman of KPMG's Public Interest
Committee

Trevor Reid

Title and age
Chief Financial Officer aged 51

Appointment
Appointed in February 2002

Committee mambership Member
of the Executive Committee

Skills and exparience Mr Reid
joined Xstrata in January 2002 Pnar
to joinng Xstrata he was Global
Head of Resource Banking at the
Standard Bank Group He joined
the Standard Bank Group in 1997
fram Warrior Internavonal Limited,

a torporate finance boutigue .
specialising in the menerals sector Santiago Zaldumbide
Title and age Executive director
and Chief Executive of Xstrata Zinc,

aged 69

External appointments None

Appointent
Appointed in February 2002

Committee membership
Member of the Executive Committee

Skills and experience Mr
Zaldumbide s currently Executive
Chairman of Astunana de Zinc He 1s
a previous Chief Executive Officer
and Directar of Union Explosivos

Rio Tinto and of Petroleos del Norte
In 1990 Petroleos del Norte became
part of the Repsol Oil Group where
Mr Zaldumbnde was responsible

for establishing the internaticnal
structure of the enlarged Repsol Qil
Group In 1994 he was appomnted
Chief Executive Officer of the
Corporacion Industrial de Banesto
and in December 1997, Chairman
and Chief Executive Officer of
Asturiana de Zinc

lan Strachan

Title and age
Non-executive director, aged &8

Appointment
Appointed in May 2003

Committee membership Chairman
of the Health, Safety Environment
and Community Committee and a
member of the Audit Committee

External appomtments None

Skills and experience Mr Strachan
was Chairman of Instinet Group from
2003 to 2005 and Chief Executive

of BTR plc from 1996 to 1999

Mr Strachan joined Rio Tinto plc
{formerly RTZ plc) as Chief Financial
Officer in 1987, and was Deputy
Chief Executive from 1991 to 1995

External appointments Director of
Rolls-Royce plc, Transocean Inc and
Carthness Petroleum Limnted
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Executive management

Executive Committee

Mick Dawvis Trevor Reid
Chief Executive Chief Financial Officer
Officer

Peter Freyberg
Chief Executive
Xstrata Coal

Benny Levene
Chief Legal
Counsel Xstrata

lan Pearca
Chief Executive
Xstrata Nickel

Peat Nienaber
Chief Executive
Xstrata Alloys

Santiago Zaldumbide
Executwve Director

Thras Moraits

Executve General Manager
Group Strategy &
Corporate Affars

Charhe Sartain
Chief Executive
Xstrata Copper

Corporate
Brian Azzopardi, Group Head of Tax

Clare Divwwer General Manager Group
Corporate Affairs

Richard Ellisten, Company Secretary

Martin Fewings General Manager
Investor Relations

Glenn Field Global Head of Internal
Audit and Risk

Andrew Latham General Manager and
Head of Group Business Development

Mark Moffert Group Controlfer

Markus Noethiger, General Manager
Sustainability

Dorminic O Bnen Genera! Manager
Hurman Resources and Legal

Andile Sangqu Executive Director
South Afnca

Mark Sawyer General Mznager Group
Business Development

lan Wall Group Treasurer
Jason Wilkins, Head of IT

Xstrata Alloys

Bill Barrett, Executive Director Special
Projects

Deon Dreyer Managing Director Chrome
and Vanadium

Edwin Hlatshwayo, Executive Directar
Human Resources

Rakesh Harnbhai Executive Director
Strategy and Business Development

Jeff Mclaughlan Marketing Director

Ben Moolman, Managing Director
Platinum

Hanre Rossouw, Chief Finanaal Officer

Mike Rossouw Executive Director
Operations

Susan Visser Executive Director
Sustainable Development

Xstrata Coal
Garry Beck, Executive General Manager
Marketing

Stephen Bndger, Executive General
Manager Wandoan and Logistics Strategy

Mick Buffier Group Executive Corporate
Affairs and Sustainable Development

lan Cnbb Chief Operaung Officer
New Sauth Wales

Mark Eames Chief Operaung Officer,
Xstrata Iron Ore

Jeff Gerard Chief Development Officer

Murray Houston, Chief Operating Officer
South Afnca

Eard Melamed Chief Finanaal Officer

Reinhold Schmidt Chief Operating Officer
Queensland

Shaun Palmer, Chief Human Resources
Officer

Xstrata Copper
Bruce Anderson Executive General
Manager Marketing

Roberto Darcuiche Executive General
Manager Joint Venture Division
South America

Bob Dratwk Executive General Manager
Project Development South America

Peter Forrestat Executve General
Manager Project Development Asia Paafic

Andrew Greville Executive General
Manager Strategy and Business
Development

Louis Ivmne Chief Finanaal Officer

Steve de Kruyff, Chief Operating Officer
North Queensland

Jose Marun, Executive General Manager
South Amenca Operations

Neal O'Conncer, General Counsel

Alberto Olivero Executive General
Manager Human Resources

Xstrata Nickel
Marc Boissonneault, Vice President
Sudbusy

Antonun Beurner, President Xstrata
New Caledonia

Al Coutts, Executive General Manager
Australasia

Bryce Crocker, Vice President, Strategy,
Markeung and Research

Cominique Dionne, Vice President
Carporate Affairs

Steve Flewelling, Senior Vice President
Projects and Exploration and
President Falcondo

Sylvain Goyette General Manager
Human Resources

Peter Hancock President Koniambo
Doug Mclarty, Vice President Legal

Bmnd Stenstad Managing Director
Nikkeltverk

Shaun Usmar Chief Financial Officer
Michael Welch, Vice President Raglan

Scott Yarrow, General Manager
Sustainability

Xstrata Zinc
lfigo Abarea, Chief Legal Counset
Manuel Alvarez Davila Chief Cperating

Officer Canadian Division,
Executve General Manager Corporate

Jaime Anas Executive General Manager
Spanish Operations

Jean Desrosiers, Vice President Mining
Operations

Brian Hearne Chief Operating Cfficer
Austrahan Division

Juan Leon Chief Financial Officer

Ettenne Moller Executive Genera!
Manager McArthur River Mine

Emilio Tamargo Executive General
Manager Business
Development & Research

Carl van Dyken, Executive General
Manager German QOperations

Neil Wardle Executive General Manager
Bntannia Refined Metals Corporate




Corporate
Governance report

Chairman’s letter

At Xstrata, we recognise the leadership role of the Board n taling
responsibility for the good governance of the company, on behalf of its
shareholders As a company, we are fully committed to the principles of
the best practice of corporate governance and we comply with the UK
Corporate Governance Code

The Xstrata Board

Qur Board compnses 13 directors, with a majonty of independent, non-
executive directors The rofe of the Board Is to approve the company’s
strategy, ensure the appropnate policies and controls are i place 1o manage
the risks associated with achieving our strategy, set the standards of conduct
that apply across the Group and consider entical business 1ssues The Beard is
also responsible for considening, challenging and, if appropriate, approving
business plans, budgets, major investments and other decisions that require
Board level approval within our defined schedule of authonty limits and
required approvals

Skills and expersence

Xstrata's Board includes directors with a broad range of relevant skills and
experience We recognise that it 15 important to have the right mix of skills
and experience as well as a dverse range of viewpoints in our boardroom
Our aim s always to appoint the best candidates available to our Board and
any director 15 appainted following an assessment of his or her capacity to
make a significant contnbution to Xstrata's Board and his or her ability to
enhance the company’s ability to ¢reate value for its shareholders Given the
impartance of ensuning our selection process is broad and considers the full
range of suitable candidates we have instructed the executive search firms
we are working with to include suitable female candidates on any shorthst for
new non-executive directors

Board members receive ongoing support and resources to extend and
refresh therr skills, knowledge and keep them up-to-date on cur business
Directors visit Xstrata operations and projects on a regular basis to support
our understanding of the business and meet operational management

In 2011, Board members visited the following

Xstrata Nickel operations in Sudbury, Ontarnie, Canada,

The Kaniambo nickel project in New Caledonia,

George Fisher, an underground zinc mine 1n north west
Queensland, Austraha

Mount Isa Mines copper and zinc-lead operations in north west
Queensiand Australia,

Xstrata Coal's Blakefield South mine in New South Wales Australia, and

Various community and social develapment inttiatives local to our sites

Our performance - as a Board and on an individual basis - 15 evaluated

each year, with an external evaluation undertaken at least every three years
Following an external appraisal in 2010 1led an internal evaluation of the
Board's performance in 2011 which included a questionnaire and indmdual
interviews with each director All directors were satisfied with the performance
af the Board in general, although we will be extending the ume avadable for
committees of the Board to avaid time constraints impacting our discussions

Merger with Glencore

The most significant issue before the Board in 2011 was a proposal received
from Glencore, Xstratas largest shareholder, for an all-share marger of the two
compantes Following careful consideration, the independent directors of the
Board have unanimously recommended the propesal to shareholders

We believe that the combined company represents an opportunity to create
more value for our shareholders than Xstrata can achieve alone and the terms
of the proposal are farr to Xstrata shareholders

Qur shareholders will continue to benefit from Xstrata’s growth projects
operational expertise and dynamic management team The proposed Board
and management structure protects the interests of Xstrata shareholders in
the combined entity and reflects the earnings contnibution of the combined
group which will be substanually weighted towards earmings from the
industrial assets

The rationale for the merger and further information relating to it 1s set out in
the Charman’s Statement Chief Executive Officer's Strategic Review and in
various documents available from our website

Sir John Bond

Chairrman
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Corporate
Governance report continued

The UK Corporate Governance Code

The Board is fully commutted to the principle of best practice in corporate
governance This report descnibes how Xstrata has applied the main principles
of the UK Corporate Governance Code We have complied with the
pravisions of the Code since 4 May 2011 following the retirement of Willy
Strothotte, who, as Chairman also chaired the Remuneration Committee

The UK Corporate Governance Code 1s available at www fre org uk

As well as complying with the UK's corporate governance requirements,
our secandary histing in Switzerland requires that we also comply with the
regulations of the SIX Swiss Exchange and Swiss secunties faws

Disclosure and transparency rules (DTR)

The information required by DTR 7 2 6 regarding share capital and the
Company's Articles of Association as set out tn paragraph 13 of Schedule 7 to
the Large and Medum-sized Campanies and Group (Accounts and Reports)
Regulaucons 2008 15 included in the Directors’ report on pages 11010 113

Board governance

The directors

Cur Board, chaired by Sir John Bond, has 13 directors compnsing three
executive directors and ten non-executive directors The three executive
directors are Mick Daws, Chief Executive Trevor Reid, Chief Financial Officer,
and Santiago Zaldumbide, Chief Executive Xstrata Zinc David Rough an
independent, non-executive director, 1s the Deputy Chairman and Sentor
Independent Director At the Annual General Meeting (AGM) on 4 May 2011,
Sir John Bond, Telis Mistakidis and Tor Peterson were elected directors of the
Company and Willy Strothotte retwed from the Board and as Chairman of the
Company There were no other changes to the membership of our Board
during the year Our non-executive directors possess a range of expenence
and are of sufficiently high calibre to bring independent judgement to bear
on 1ssues of strategy, performance and resources that are vital to our success

Qur Board 1s satsfied that it met and continues to meet the requirements of
the Code in maintairng an effective Board which 1s collectively responsible
for the long-term success of the Company

Board balance and independence

Six of our non-executive directors {excluding the Chairman) are considered
by the Board to be independent of management and free from any business
or other relationship that could matenially interfere with the exercise of ther
independent judgement The Chairman was independent upon appointment
lvan Glasenberg was nominated for re-elecuon, and Tehs Mistakudis and

Tor Peterson were nominated for election by Glencore to the Board at the
Annual General Meeting under the terms of the Relationship Agreement
dated 20 March 2002 between Xstrata and Glencore Ivan Glasenberg is the
Chief Executive Officer of Glencore international plc

The Board has considered these associations and considers that the industry
expertise and expenence of the Glencore nominated directors s beneficiaf
to our business

Matters reserved for the Board
QOur Baoard 1s responsible for

* the governance of the Group on behalf of sharehalders within a
framework of pehcies and controls that prowide for effective nisk
assessment and management,

* leadership and articulation of our objectives and strategy to achieve
those objectives and

* setting standards of conduct, as documented in an approved Staterent
of Business Principles and a detalled Code of Conduct which provnde
an ethical framework for all our businesses

While the Board focuses on strategic 1ssues, financial performance, nisk
management and critical business issues the Board also has a formal
schedule of matters specifically reserved to 1t for decision These reserved
matters are documanted in a comprehensive regime of authonsation levels
and prior approval requirements for key corporate decisions and actions
They include but are not imited to, approval of budgets and business plans,
major capital expenditure, major acquisitions and disposals and other key
commitments, and are updated as required Certain powers are delegated by
the Board to the Executive Committee which s a committee of the Board of
Xstrata {Schweiz) AG, the main operating subsidhary of Xstrata plc This
committee and a descniption of its powers are descnbed on page 95

Powers of the directors |
Subject to the Memorandum and Articies of Association, UK legisfation, and
any directions given by special resolution, the business of the Company is
managed by the Board which may exercise all the powers of the Company
The Aruicles of Association contain specific provisions concerning the power
to borrow maney and also prowide the power to make purchases of any of
the Company's own shares Directors have no existing authority te purchase
Xstrata s own shares but they are authorised to allot and i1ssue ordinary shares
These powers are exercised under authorty of resolutions of the Company
passed at the AGM held on 4 May 2011 The Notice of AGM sets out details
of the authonties the Company will be seeking at the next AGM 1o issue and
allot ordinary shares of US$0 50 each

Board meetings

Five scheduled Board meetings were held duning the year Details of
directors’ attendance at meetngs of the Board and of its standing
committees are shown below In addition, separate meetings were held with
the non-executive directars without the axecutive directors being present,
and without the Chawman and by all the directars without the Glencore
nominated directors There are four formally consututed commitiees of the
Board The role and work of these committees is descnibed in detatl on pages '
93 to 95 All Board and committee meetings are held in Switzerland




Attendance at Board meetings and committees of the Board

Board Audit Remuneranon HSEC Nomunations
Meetings in the
year 5 3 3 4 4
Sir John Bond* 4outofd 2 from 2 3 from 3
Dawid Rough 5 3 3 4 4
Mike Davis 5 4
Con Fauconnier 5 3 4
Ivan Glasenberg 3 1 from 1
Peter Hooley 5 3
Claude Lamoureux 5 3 4
Anstotelis
Mistakidis” 3 from 4
Tor Peterson* 4 from 4
Trevor Reid 5
Sir Steve Robson 5 1 from 1 2from 2 4
lan Strachan 5 3 4
Willy Strothotte® 1 from 1 1 from 1
Santago
Zaldumbide 5

*  Elected on 4 May 2011
# Reured on 4 May 2011

Chairman and Chief Executive

There 1s a clear separauon between the responsibilities of our Chairman
and the Chief Executive This 1s documented in a statement approved by
the Board and complies with the UK Corporate Governance Code

The Chairman is responsible for leadership of the Board and ensuning ats
effectiveness in all aspects of its role by promoting a culture of openness and
debate, and by facilitaung the contnbution of non-execuuve directors He s
also responsible for ensuning that good communication 1s maintained with
shareholders, that all directors are made aware of ther major shareholders'
issues and concerns and that the views of shareholders are communicated

to the Board as a whole His duties also include ensuring that the directors
continually update thewr skills and thewr knowledge of and understanding of
our business To this end, he Is required to hold regular one-to-one discussions
with each director regarding their training and development needs

The Chief Executive has executve responsibility for running the business
His responsibilities include evaluating and recommending strategic policy
and direction for Board consideration reviewing and recommending for
Board consideration and approval the annual financial statements annual
bustness plans and budgets, and intenm accounts maintaning effective nsk
management and internal control systems including finanaial, operatronal
and compliance controls, faciltating the production of detailed proposals
and reviews for Board meetings and providing the Board with accurate,
timely and clear information

David Rough 15 the Deputy Chairman and the Senior Independent Director
His role and responsibilittes as the Semor Independent Director are to provide
a sounding board for the Chairman and to serve as an intermediary for the
other directors when necessary He should also be avarlable to shareholders

if they have cancerns that contact through the normal channels of Charman
and Chief Executive have falled to resolve or for which such contact

1S Inappropriate

Performance evaluation

Board evaluation s undertaken annually, and every three years s conducted
by an external faciltator In 2011 the Board undertook an evaluauon of its
own performance and that of its committees and of ts indwvidual directors

in accordance vath the Code The process was dewsed and conducted
internally under the directicn of the Nominations Committee, following

the previcus year's external process, and was based on responses to a
questionnaire Subjects covered in the questionnaire included the number,
uming and conduct of Board meetings, Board meetng processes, the
composition and balance of the Board, Board and committee performance
Board communication and shareholder relations In addiion the Charman
assessed the indwidua! performance of directors in interview with each
director The results of the evaluation revealed that the directors are satisfied
with the number conduct and processes of Board meetings and with the
performance of the Board and its committees However, it was agreed that
so far as posstble committee meetings should be held the day before Board
meetings to ensure that there 15 always sufficient ume for all meetngs

The directors believe that our Company’s performance over its first 10 years
15 a strong reflection of Xstrata's entrepreneunal leadership As regards
composition, the Board responded to the Davies Committee recommendations
and expressed its intention to appoint a female director with the appropriate
cnitena and of the nght calibre The Board does not, however believe it is
appropriate to appont a dwector solely on the basis of gender, race or
religion or on any other basis than an assessment of his or her capacity to
make a significant contnbution 1o Xstrata’s Board and to enhance the
Companys ability to create value for its shareholders
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Corporate
Governance report continued

Appointment of directors

The rules for the replacement and appointment of directors are set out in the
Arucles of Associauon Directors may only be appointed by the shareholders
of the Company by ordinary resolutian and not by the Board of directors
Under the terms of a Relationship Agreement to which the Company 1s a party
with Glencore dated 20 March 2002, Glencore, as a significant shareholder
of Xstrata can nominate up to three directors or {if lower or lngher) such
number of directors equal to one less than the number of directors who

are independent directors prowided that there s at all imes a majonty of
independent directors an the Board At present, Glencore has three
nerminated directors on the Board Ivan Glasenberg, Telis Mistakidis and

Tor Peterson

Re-election of directors

In accordance with the UK Corporate Governance Code, all directors will
retire at the forthcoming AGM on 1 May 2012 and all directors will offer
themselves for re-electron Following the appraisal of the non-executive
directors by the Chairman, the Board was satisfied that each director’s
performance continued to be eflective and that each dwector contnued

to demonstrate commitment to the role, and recommends the re election
of those directors standing for re-election The Board considered the
independence of David Rough, Sir Steve Robson and lan Stachan and was
satisfied that, notwithstanding the fact that they have been directors of the
Company for a penod i excess of nine years, they each continue to be
independent m character and judgement The Chairman and the other
Board directors believe that our business should continue to benefit from
the expenence and knowledge of all three directors with more than mine
years' service m partcular in view of the approach from Glencore in late 20114
Discussions with majar investors have also ndicated no immediate demand
for change

Further details about the directors standing for re elecuon, their skitls and
experience and their roles within the Group are given in the directors’
biographies on pages 84 and 85

New appointments to the Board

A search for a new ndependent non-executive director 1o Join the Xstrata
Board was conducted by the Nominations Committee during the year,
assisted by an international executive search consuftancy The consultancy was
given a mandate to prepare a shorthst of candidates with major praject and/or
relevant country experience for appointment to the Board at the 2012 AGM
The Nominauons Committee instructed the consultancy 10 include one or
maore suitably qualified women in the shorthst As a result of the approach
from Glencore to merge Xstrata with Glencore the Board decided to defer
the appointment of new directors to the Board for the time being

Information and professional development

As pant of the annual Board evaluation process, the diectors expressed
satisfaction that the information provided in the Board papers 1s of the nght
quality format and length to allow a full understanding of all the relevant
1ssues with respect to the matters under consideration, and were sausfied that
the Board 15 kept informed of all areas of major mportance to the Company
The Board 1s prowided penodically with reports on changes m UK laws and
regulation, and Glencore’s nominated directors brief the Board on market
conchitions and developments The Board 1s also kept infermed through
circulated monthly reports which include macroeconomsc financial,
operational and sustainability performance indicators and commentary

Our directors may take independent professional adwvice at the Company's
expense to assist them perform ther duties They have access to the advice
and services of our Company Secretary who 15 responsible for ensuning that
the Board comphes with all governance matters and assists with professional
development as required

Directors receve a ta)lored and appropriate induction when they join the
Board There 15 also ongoing support and resources to extend and refresh
their skills, and knowledge, and keep them up-to-date on our business
We provide directors with regular updates and information about changes
and proposed changes to laws and regulations that affect the Group or its
businesses, there are special arrangements, including site visits, to ensure
they are familiar with our operations, and we offer opportunities for
professional and skills training

Remuneration

Our remuneration policy and practices aim to attract, retain and motivate

the high-performing indiduals we rely on to deliver our business strategy
and create long term value We believe that performance-related pay should
incentivise exceptional performance and that rewards should be closely inked
to and commensurate with performance

Qur remuneration policy and practices are covered in the Remuneration
report on pages 96 to 107 and a description of the work of the Remuneration
Committee 1s prowded on page 94

Accountability and audit

Financial reporting

The Board 15 mindful of its responsibility to present a balanced and clear
assessment of the Company's posiuon and prospects, and the Board 1s
satisfied that it has met this obligation This assessment s prmanly provided
in the Chairman’s statement, the Chief Executive’s Officer's strategic review
this year and the Operaung and Financial reviews contained in this report.
The statement of directors responsibilities in respect of the Group and
Parent Company financial statements 15 set out on page 116

Risk management and internal control

General

Our Board 15 responsible for determining the nature and extent of the
significant nsks the Group will manage in order to achieve our strategic
business objectives Every year it reviews the effectiveness of our nsk
management and internal controf systems which cover all matenal financial
operational, compliance, reputatronal and sustainable development risks,

in accordance with the Turnbull Guidance This review relies on assessments
undertaken by our Audit Committee (supported by the commodity business
unit audit committees)

An ongoing process has been established for identfying, evaluatng and
managing the significant nisks faced by our business The Audit Commuttee
reviews this process and the effectiveness of the system of internal contro!
by considenng the regular reports from management on key nsks mitigating
actions and internal controls management representations and assertions,
the reparts on nsk management and wternal control from Internal Audit

the external auditors and other assurance prowiders such as sustainable
development management The review excludes associates of the Group
wherse Xstrata management does not have the ability to dictate or modify
the tnternal controls of these entities




The pnncipal aim of our nsk management and internal control systems is

the management of business risks that are significant to the fulfilment of

the Group’s strategic objectives with a view 10 enhancing the value of the
sharehotders' investment and safeguarding of assets Our internal control
systems have been designed to manage rather than elminate the nsk of
fatlure to achieve business objectives and provide reasonable but not absolute
assurance against matenal misstatement or loss

A Risk Management and Internal Control Framework covers topics including
the organisational structure, pohicies philosophies and accountabilities, ethics,
responsibilities and reporting It describes our nisk management and internal
control system in depth and allows this to be effectively communicated across
our businesses This document 1s updated annually to keep up-to-date with
the dynamic nature of our business and continuous changes in our structure

Internal Audit 1s an important element of the overall process by which our
Executive Committee and Board seeks the assurance that nisks are properly
identified, evaluated and managed Risk-based Internal Audit plans, which are
prepared on an annusl basis, are approved by the Audit Committee

We use external serice providers to supplement our Group-wide Internal
Audit function when we do not have the approprate skills for specific projects
in-house This will become particularly relevant as we move inte a phase of
higher capital spend with an increased focus on project assurance which wall
require us to employ tndependent engineers ta work with aur Internal Audit
team on major project management reviews

Control environment
Our key established elements and procedures 1o provide an effective risk
management and internal contro! systemn are as follows

{ Orgamsational structure

We have a well-defined organisational structure with clear operating
procedures lines of responsibility and delegated authonty We operate

a decentralised management model The Board sets overall policy but
delegates authority to implement this palicy to relevant business units and
supporting functions Our business units are responsible for implementing
business plans within budgets approved by the Board and in accordance with
authonsation levels

The way in which we conduct our business, what we expect of our managers
and key accountabnlities are embodied in our policies, our Statement of
Business Principles, Code of Conduct, Sustainable Development Standards
and the Board-level authonty linuts

{u) Risk dentfication and evalvation

The Board considers effectve nsk management as essental 1o the
achievernent of our objectives and has implemented a structured
and comprehensive system across the Group The Group Risk
Management Policy 1s published on the Xstrata website at

www xstrata com/investors/policies/nskmanagement/

Owur approach ta nsk management 1s value driven Its stated objective 1s to
ensure an envirgnment where we can confidently grow shareholder value
through developing and protectng our people, our assets, our environment
and our reputation’ Our nsk management processes are thorough and robust
and an essential element of our approach to business planning

Our corporate offices and business units carry out a comprehensive annual
nsk review and update their nsk registers accordingly Objectives in the
business plan are aligned with nsks, and a summary of the key nisks, related
internat controls, accountabilities and planned mitigating actions are
appended to the business plan which 1s reviewed and approved by our
Executive Committee and by the Board

Progress against plans significant changes in the business nisk profile and
actions taken to address controls and mitigate risks are reported at each
business unit audit committee and Xstrata ple Audit Committee meetings,

as well as 1o our Executive Committee and the Board, as and when necessary

The output of the process has been reviewed by the Group and business unit
audit committees and accords with the Turnbult Guidance

{n} inforrnation and financial reporting systems

The Group s comprehensive financial reperuing procedures include detalded
operational budgets for the year ahead and a plan for the following two years
A detailed updated Group forecast 1s prepared on a monthly basis and
forecast performance 1s compared to the budget A detailed vanance analysis
1s prepared comparnng both forecast performance te budget and analysing
movements In the forecast from month to month These forecasts and reports
enable management to monitor performance throughout the year and to take
relevant and timely action

Comprehensive monthly management reports for each business unit and

on a Group consolidated basis, including updated forecasts for the year, are
prepared and presented to the Executive Committee by the Group Controller
The Board recewves monthly detalled consohidated management accounts,
together with an executive summary from our Chief Executive

(iv] Investment appraisal

Business units submn expansionary capital expenditure ptans as part of the
annual Budget and Planrung process Budgeted capital expenditure includes
full development captal for approved projects as well as those that are highly
likely to be submitted for approval before the end of the following year Study
and other related costs in relation to early stage projects are also included

but full development capital expenditure 1s not Our averall Group capial
expenditure budget and plan 1s reviewed and approved by both the Executive
Committee and the Board
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Corporate
Governance report contmued

All items of capital expenditure including majer organic projects and
acquisitions are submitted for appraval throughout the year in accordance
with detegated authonty imits Capital expenditure submissions include
financial, technical and sustainable development evaluations Financial
analysis includes an evaluation of the project’s net present value calculated
on a lfe-of-mine project model using our latest quarterly macroeconomics
assumptions (‘Group assumptions’) and a nsk-adjusted discount rate which
reflects specific country and project risk, internal rate of return, payback
penod, and the commodity price at which the proposed project breaks even
Sensitivity analysis on key value drivers 1s performed and for major projects
this s often supplemented with additrional nisk analysis such as Monte Carlo
simulation Majar projects or acquisitons that require the approval of either
our Chief Executive Executive Committee or the Board are assessed in the
context of whether the proposal 1s consistent with our strategic aims, our
operational capacity to execute the project within an acceptable nsk
tolerance, and any Group funding constraints Project progress against
budgeted capital expenditure and project milestones 1s reported in the
monthly Group Management Report and discussed at both Executive
Comrruttee and Board meetings

Procedures are also in place for peer review and the early involvement

of independent technical experts to review and provide independent
assurance on major capital projects Reviews are camed out after the
project 1s complete, and for some projects during the construction penod,
to monitor progress agamnst plan, and major overruns and non confarmance
to sustanable development goals are investigated

Acquisitions to complement cur commodity business unit organic growth
strategy, and which are aligned to our overall Group strategy, are generally
initriated and executed by business development teams with close
co-cperation from the corporate centre

(v} Treasury Committee

A Treasury Committee operates as a sub committee of the Xstrata (Schweiz)
AG Executive Committee It compnses the Chief Executive the Chief
Financial Officer the Group Treasurer and Group Contraller The Committee
recommends Group poliey, which 1s submitted to cur Beard for approval,
relating 1o all aspects of funding, management of interest rate and foreign
exchange exposures |t also coordinates refationships with banks, rating
agenges and other financial institutions The Committee monitors all
significant treasury activities undertaken by our business units to ensure
they comply with its recommended policy

{wv)} Business Principles and Code of Conduct

We offer independent confidential whistleblower hotlines in the countries
in which we operate so that our employees, contractors or other

parties can report any breach of our Business Principles and Code of
Conduct including bribery, fraud or corruption The contact details are
published in the Statement of Business Pnnciples which are found at
www xstrata com/sustainability/policies/businessprinciples

{vii} Group pohcies and Business Principles

All our businesses are expected to operate within the Board level authonty
hmits and the Group policies that govern inter alia Statement of Business
Principles, Code of Conduct Sustainable Development Corporate Social
involvement Treasury, Group Risk Management, Bribery, Fraud and
Corruption, Group Investor, Media and Public Commumcauons, Data
Protection and Privacy, Inside Information and Secunties Dealing
Information Security and Ant-Trust/Competition Law

fvin) Further inthatives
We are committed to the ongoing review and improvement of our policies
systems and processes

We have a “control self assessment” protess in place through which

the Chief Executive of each business unit is required to sign a Letter of
Representation ¢ovenng a wide range of topics at both the half-year and
year-end, which are presented to the business unit audit committees and
any exceptions are interrogated

Relations with shareholders

Dialogue with shareholders

Qur Board places considerable importance on effective communication with
shareholders The Chief Executive and Chief Financial Officer, asststed by the
Executive General Manager of Group Strategy and Corporate Affairs maintain
a regular dialogue and series of briefings with analysts and institutional
mvestors throughout the year We alse operate a structured programme of
investor and analyst site visits Presentations are given by the Chief Executive
and Chief Financial Officer after preliminary anncuncements of both the
half-year and year end resufts, and in the event of a major transacuon or
cofporate event Care 15 taken to ensure that any price sensitive information
is released to all shareholders insututional and private, at the same time,

in accordance with the FSA’s Disclosure and Transparency Rules and the SIX
Swiss Exchange requirements

Our Senior Independent Dwector 1s available to shareholders to hear any
concerns that contact with the Group Chawman Chief Executive or Chief
Financial Officer failed to resolve or for which such cantact was inappropnate

All shareholders can obtain access 10 the annual reports and other
current information about Xstrata through its website at www xstrata com
The Operating and Financial reviews on pages 46 to 77 include a detailed
report on the business and future developments

Constructive use of the Annual General Meeting

All directors normally attend Xstrata’s AGM Shareholders are invited to

ask questions during the meeting and to meet directors after the formal
proceedings have ended At the time of the lisung in March 2002,
shareholders in the former Xstrata AG were informed that the Company
would offer shareholders the opportunity to attend general meetings in
Switzerland where the head office resides, even though the Company was
incorporated and has its registered office in England Gwen this history, our
Board continues to consider it s appropriate for the AGM to be held in Zug,
Switzerland A live and archived webcast of the AGM 15 also provided via
Xstrata's website The Board uses the AGM to communicate with institutional
and private investors and welcomes their participation At the AGM on

4 May 2011, the Charrman and the Chairmen of the Audit, Remuneration,
Nominations and Health, Safety, Environment and Community Commitiees
were present to answer questions Details of the resolutions 1o be proposed
at the AGM on 1 May 2012 can be found in the Notice of AGM Our Board
has determined that voung on all resolutions at the AGM will be through a
poll Each member present in person or by proxy has ane vote for each fully
paid ordinary share of which she/he 1s a holder

Board committees

The terms of reference of the Audit Remuneration Nominations and HSEC
Committees are avalable on the Company’s website at

http /fwww xstrata com/about/management/boardcommittee/




Audit Committee
Members
Peter Hooley (Committee Chairman)
{(independent)
Claude Lamoureux (independent)

Dawid Rough {independent)

lan Strachan (independent)

Responsibilrties
Dunng the year under review, the Committee

reviewed the 2010 prelminary results and annual financial statements
and in so doing reviewed managements and the external auditor’s
detailed reports thereon, the appropnateness of the Group's accounting
pelicies, It's cantinuing as a 'going concern’ asset impairment charges,
ktigation, taxation and other judgemental matters, and recommended
their approval by the Board,

reviewed Related Party transactions for 2010 and the Ore Reserves
and Mineral Resources Repont for 2011 which was reviewed by an
independent expert to ensure cansistency of reporung across the
Group and with international standards

reviewed the 2011 half-yearly report in a like manner as the annual
financial statements,

reviewed the external auditor's plan and scope for the audit of the 2011
financial statements, and approved therr remuneration and terms of
engagement both for audit and non-audit work It agreed to increase
the financial limits for prior approval of pre approved non audrt services
at 1ts meetng in December 2011 and also considered and approved the
engagement of the auditors in respect of non audit assignments

recommended to the Board the reappointment of the external auditors
following confirmation of therr objectivity and independence, and a
satisfactory evaluauon of therr effectiveness,

reviewed the effectiveness of the Group's nisk management and internal
control systems including the scape of and the results of testing of the
systems by the internal auditars, at each meeting received reports on
findings and progress on recommendations are receved, including
reports on the project management and defivery of major projects,

reviewed the roll out and communication of the Group Policy on Bribery
Fraud and Corruption and the broader ethical behaviour Code of
Conduct, and the introduction of related traiming programmes, as well
as the role and scope of internal audit in this area,

reviewed Group's treasury, hedging tax and pension affairs and the
structure and hmuts of the Group s insurance arrangements

reviewed reparts on ethics training and on whistleblowing and fraud-
related matters and their resolution,

reviewed the effectiveness of the interal audit functson and approved
the plans for 2012, and

conducted an assessment of its own effectiveness and all matters
required by law, regulation and good corporate govermnance including
the duties and responsibilities delegated to it by the Board, were
satrsfactarily covered by the Committee

The Audit Committee 1s responsible for providing our Board with a entical and
mdependent oversight of the Group's financial reporting and audit processes
reviewing compliance with the Turnbull Guidance, specifically with reference
to the effectiveness of our internal controls and nsk management systems,
reviewing and montoring the imdependence of our external auditor and
approving non-audit services, and reviewing our ethical standards of busmess
behaviour, including bnbery, fraud and whistleblowing procedures

All members of the Commuttee are financially hterate and the Committee
Chairman, Peter Hooley 1s considered by the Board to have recent and
relevant financal expenence

Our Chief Executive, Chief Financial Officer, Group Cantroller, representatives
of our external auditors and the Head of Internal Audit normally attend the
Audn Committee meetings, but are not allowed to vote Invitations to attend
meetings may alse be extended to other directors and managers To ensure
best practice across the Group, the charman of each business unit audit
committee and 1t's chief executive are alse invited to attend Audit Committee
meetings on a rotational basis every other year The Audit Committee met
three umes duning the year ended 31 December 2011 After each meeting,
the Charman reported on its proceedings to the Board

A member of the Audit Committee also attends the meetings of the business
unit audit committees to help promote a co-ordinated and consistent
approach among the Group's audit committees

Following gach Commuttee meeting, separate meetings were held by the
Committee with the external auditors in the absence of executive
management, with executive management i the absence of the external
auditors and with the internal auditor in the absence of executive
managemant and the external auditors

The Group has a specific policy governing the conduct of non-audht work by
the external auditors which ensures that we comply with the requirements of
the Combined Code, the FRC Guidance on Audit Commuttees and the Ethical
Standards for Auditors published by the Audittng Practices Board The policy
15 available on Xstrata's website at www xstrata com/policies The auditers are
permitted to provide non-audit services that are not in conflict with auditor
independence and objectivity At each meeting, reports are submitted to the
Audit Committee detailing any non-audit fees paid to the external auditors

A range of non-audit services have been pre-approved in principle by the
Audit Committee, however, where the fee for those pre approved services

15 ikely 1o be less than $250,000, prior approval of the Chief Financial Officer
is required, where the fee 15 lkely to be more than $250,000 but less than
$500,000 for such services prior approval of the Chairman of the Audit
Commuttee 1s required, and where the fee 15 likely to be in excess of $500,000,
prior approval of the Committee s required

Fees paid to our auditor for audit services audit-related services and other
non-audit services per service type are detaled in Note 10 to the financial
statements on page 145 OQur external auditors Ernst & Young LLP, were
requested to provide certain non-audit services when 1t was concluded they
were the most appropnate supplier due to their knowledge of the business,
efficiency, cost effectiveness and status as a leading firm for the speaific
services being requested

The Audit Committee 1s supported and assisted in 1ts work by separate audit
committees for each business unitin line with the Group s decentralised
coemmodity business umit model The business unit audit commuttees are
independent of the executive management of the business unit and are
chaired by suntably qualified indwiduals independent of Xstrata The terms
of reference of these committees follow those of Xstrata's Audit Committee
Meeting dates precede those of Xstrata's Audit Committee and minutes of
therr meetings are arculated to Xstratas Audit Cornmittee
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Corporate
Governance report continued

Remuneration Committee

Membeors
Dawid Rough {Committee
Charrman from 4 May 2011}

Sir John Bond
{member from 4 May 2011}

Con Fauconnier {independent)
Sir Steve Robson (independent)
(member from 4 May 2011)

Willy Strothotte {Chairman and
member until 4 May 2011}

Nominations Committee

Members

Sir John Bond (Committee
Chairman and member from
4 May 2011)

David Rough (independent)
Sir Steve Robson (independent)

Ivan Glasenberg (Non-executive
and member until 4 May 2011)

Responsibilties

The Remuneration Committee i3 responsible for corsidenng and
determining all elements of the remunerauon of our Chief Executive
Chief Financial Officer and members of our Executive Committee and
for determining targets for any performance related pay schemes Atits
meetings, the Remuneration Committee makes recommendations to the
Board in regard to all elements of the remuneration for these indvicduals
after recetving independent advice on benchmarking and best practice
and after taking into account general pay practices for all Xswrata
employees The remuneration of non-executive directors other than
the Charman, 1s approved by sur Chawrman and Chief Executive

The Charman's remuneration 15 determined by the Remuneration
Commuttee while he 15 absent

The Committee met three times during the year The Chief Executive
attends meetings by invitation but does not parucipate at a meeting
of the Committee {or during the relevant part} at which any part of his
remuneration 1s being discussed or participate in any recommendation
or decision concerning his remuneration

During the year under review the Committee

determined bonuses for 2010 performance for the executive directors
and members of the Executive Comm ttee

approved the Remuneration report for the 2010 Annual Report,

reviewed the feaes for non-executive directors in 2011,

approved the number of share options and contngent share awards
to be awarded under the Long Term Incentve Plan (LTIP) and the
indwidual awards to members of the Execuuve Committee,

approved salary mncreases for members for the Executive Committee,

determined the amount of the total award to be granted under the
Xstrata LTIP in 2012

consulted with and receved feedback from major investors representing
52% of the share capstal on the proposed design of a new Long Term
Incentive Plan, in wiew of the expiry of the cumrent (TIP in March 2012
Taking the views of major nvestors and currant UK market best practice
into consideration, the Remuneration Committee agreed the principles
of a new LTIP Pnor to implementation, the proposed plan would be
subject to further consultation with shareholders and vlumately to
shareholder approval at a general meeung, and

* approved revised updated Terms of Reference of the Committee

Details of Xstrata's remuneration for executive directors, benefits,
share options, retirement benefit entitlements, service contracts and

compensation payments are given in the Remuneration report on pages 96

to 109 A resolution to approve the Remunerauan report will be proposed
at the forthcoming AGM

Responsibilities

The Nominations Committee 1s responsible for reviewing the structure,
size and compasition {including the skills knowledge, experience and
diversity) of the Board and making recommendations with regard to any
changes, identfying and nominating candidates for election, evaluating
the balance of skills, knowledge and experience and, in the light of this
evaluation, preparation of a description of the role and capabilities
required for a particular appointment

The Nominatans Committee considers candidates from a wide range of
backgrounds Nominations are based on ment but objective entena, such
as the benefits of a diverse Board, are constdered as well as 1s whether
the candidates have enough time available to devote to the position It
also gives full consideration to successton planming for directors and other
senior executives, taking inte account any challenges and opportunities
our business may face and the skills and expertise needed on the Board
in the future Directors’ potential conflict of interest situations are also
considered by the Norminations Commuittee and subsequent
recommendations made to the Board

Dunng the year under review, the Commuttee

reviewed a short-list for the appointment of a new Chairman and
subsequently making & recommendation to the Board for the
appomntment of Sir John Bend as a directar and Chairman

reviewed a succession plan and framework over the penod 2012

to 2014 for the retrement and appotntment of non-execute directors
to ensure an orderly succession to the Board However, in the hight

of potential developments i was recommended that it would be
imprudent to lose the benefit of the expenience and knowledge

of long serving directors who had knowledge of the Company

since its flotation, even though they may no longer be deemed
independent by replacing them on the Board in 2012,

reviewed the recommendations of the Davies Report with respect to
the appointment of women to boards and agreed that the Company
should aim to appoint one woman to the board at the 2012 AGM and
approved of a statement 10 be posted on Xstrata's website,

* mandated Egon Zehnder International to commence a search for and
to prepare a shorthst of canddates for appointment to the Board It
speafied that candidates should have major project experience and/or
relevant country experence and that the short-hist should include one
or more suitably quahfied women who fit the entena As 2 result of
the approach from Glencore to merge Xstrata with Glencore, the
Commuttee agreed 1o defer the consideraton of potenual candidates
for appomtment to the Board,

» agreed the format and process for the annual Board evaluation to be
conducted internally following the external evaluation undertaken the
previous year, subsequently reviewed the summary of reples to the
Board evaluation and directors indwidual comments, and recewved
feedback from the Chairman on individual director appraisals, and

approved revised and updated Terms of Reference of the Committee




Health, Safety, Environment & Community Committee

Members
ian Strachan (Committae Chairman)
{independent)

Mick Dawis {Chief Executive Cfficer)
Con Fauconmer (independent)
Claude Lamoureux (independent)

David Rough {independent)

Responsibilities

The Health Safety, Environment & Communty Committee (HSEC) is
respansible for reviewing and making recommendations to the Board
on the direction, appropriateness and effectiveness of our sustainable
development strategy, management approach and governance, and
performance It also reviews the cutcomes of all mvestigations into
fatalties and cntical incidents and keeps the Board informed of new
developments trends and/or forthcoming significant legislation on
sustainable development matters which may be relevant to our
operations, its assets or employees Xstrata's Sustainability Report

for 2011, to be published in Aprl 2012 provides a comprehensive
report on our sustainable development, matenal issues and targets,
and its related actvities and performance

During the year under review, the Committee

* montored and evaluated reports on the effectiveness of Xstrata’s
Sustainable Development Policy Sustainable Development
Standards sustamable development strategy and sustainable
development assurance,

= reviewed Xstrata Coal’s sustainabibity strategy and performance, which
included a focus on the Safe Coal Program and Rehabilitavon of Land
The Committee noted that the business unit faces unprecedented
challenges in many areas of its business vital to maintaming the social
licence to operate n particular on environmental issues related to
chmate change and land use,

= reviewed Xstrata Nicke!'s sustainable development pregramme,

which included a focus on safety mwvatives and areas of corrective
action and impravement, and on leadership and people management
The Commuttee further noted that Xstrata Nickel had conducted a
stakeholder perception survey with positve outcomes and confirmed
that Xstrata Nickel holds a leadership position in the industry The
Commuittee alse discussed major sustainable development ssues,

in particular biodwersity, health impacts from ruckel exposure, and
catastrophic risks,

reviewed Xsurata Alloys’ sustainability strategy and perfarmance,

with a partrcular focus on safety The Commuttee noted the outstanding
improvement of Xstrata Alloys’ safety performance over the last year, as
well as innovative approaches to instruct and train peaple by means of
new virtual reality training tools The Committee recogrised that despite
the challenges Xstrata Alloys safety performance s well above industry
average, and Xstrata Alloys 15 considered an industry leader in South
Africa The Committee discussed key environmental and sustamability
challenges facing Xstrata Alloys’ which include access to water,
permitting for water usage and new mining areas, secunty of electnaity
supply and issues relating to community engagement and social hicence
to operate,

reviewed the Sustainable Development Half-Year Summary Report
noted that most of the high potential nisk incidents involved surface
mobile equipment and isolatron and access,

* monitored and evaluated reports on high potential risk incidents and the
results of invesugations into fatalities and other enucal HSEC incidents
There were 11 entical ineidents dunng the year, including six fatalives
This represents an increase from six cntical incidents, including three
fatalities in 2010,

approved the contents of the 2010 Xstrata ple Sustainability Report
and noted that n fulfilled the requirements of the socially responsible
Investment community,

reviewed the three core elements of the Xstrata Group Assurance
Program (1 & Assurance of the annual Sustainability Report, sustainable
development Standards Audit, and sustainable development Risk
Audits, undertaken by Group Internal Audi), particularly reviewing the
status of operationally focused sustanzble development Risk Audits
conducted by Internal Audit The Committee noted that the reports
generally prowded assurance to management and the Board that high
risk areas of the bustness are being managed appropnately and that an
adequate control framework is in place,

reviewed the integration and treatment of sustainable development in
Xstratas Risk Management Framework and processes,

members of the Committee undertook field visits to the Koniambo
nickel project in New Caledonia and to Mount Isa‘s copper and zine-lead
operations in North Queensland to review key HSEC issues, performance
and iniwatives at those operations, and

noted the Company's leadership posiion in sustanable development m
the mining sector Xstrata was named Resource Sector Leader for Basic
Resources in the Dow Jones Sustamability Indexs World and STOXX
Indexes, the fourth consecutive year that Xstrata has been named as the
resources sector leader and fifth year that Xstrata has been included in
the Dow Jones Sustainability Indexes of sustainability leaders

Executive Committee

Members
Mick Daws (Committee Chairman
(Chief Executive Officer)

Trevar Rerd (Chief Financial Officer}
Santiago Zaldumbide (Xstrata Zinc)
Charlie Sartain (Xstrata Copper)
Peter Freyberg (Xstrata Coal)

lan Paarce {Xstrata Nickel)

Peet Nianaber (Xstrata Alloys)
Benny Lavena (Chief Legal Counsel)

Thras Moraitis (Executive General
Manager, Group Strategy and
Corporate Affairs)

Responsibilities

The Executive Committee 15 a commuittee of the Board of Xstrata (Schwez)
AG the main operating subsidhary of Xstrata plc The Executive Committee
obtatns its responsibility and authonty from the Xstrata (Schweiz) AG Board
and 15 directly accountable to the Xstrata plc Board Other members of
semor management are tvited to attend Executive Committee meetngs
as required The Executive Committee 1s responsible for implementing
strategy, approva! of matters consistent with its delegated levels of
authonity and overseeing the various businesses that comprse the Group

It meets regularly dunng the year No meetings are held in the UK
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Remuneration report

A letter from the Remuneration
Committee Chairman

Dear fellow shareholder

On behalf of the Board and tha Remuneration Committee, | am pleased
to present the Xstrata plc 2011 Remuneration report

We have revised the format and content of this year's report to improve
transparency and ensure information can be easily analysed and understood
In this repart, we prowvide a clear explanation af our rationale for determining
remuneration policy, annual awards and longer-term incentves

Qur remuneration policy and practices aim to attract, retain and motivate
the high-performing individuals we rely on to deliver our business strategy
and create long term value We believe that performance-related pay should
incentvise exceptional performance and that rewards should be closely
linked to and commensurate with performance

As a result, performance-related pay represents a sigruficant portion of

total pay for all managers across Xstrata For executive directors, atnsk
performance-related pay typically represents more than 80% of total available
remuneration We measure performance against a broad range of health and
safety sustanability, financial and operational critena We benchmark our
remuneration agamst the global miming industry and our prmary peer group,
as well as global FTSE 100 companies

Focus in 2011

Last year we, the Remuneration Commuttee, spent time consulting with
shareholders and shareholder representative bodies about designing a new
long-term incentive plan, to replace the plan that expired n March 2012

We also discussed the feedback from the 2011 AGM with major shareholders
We considered and approved executive salary increases against a background
of heightened focus on executive pay and current market conditions for
global mimng companies Finally, in early 2012, we determined executive
bonus awards, based on Xstrata and individual 2011 performances

*  Excludes exceptional items

- LI P

- -
P N T PR S

We reviewed independent pay data including compansons with global

peer campanies and considered the scope of executive roles to determine
executive salary increases In 2011, and parucularly late 2011, most UK
orented companies faced economic uncertainty as a result of the Eurozone
enss and, in many cases this was reflected in lower-than-inflation salary
increases However, as a global mining business with more than 95% of our
revenues ganerated from operations outside of Europe, our challenges are
different The demand for commodities remains strong and there 1s fierce -
and growing — global competition for mining employees, including
executives The situation is exacerbated by a number of comparies including
Xstrata, having ambitious new mining projects around the world In the mining
sector, average salaries for staff, management and executives in most regions
n which we operate rose between 4% and 10% year on year At Xstrata, the
overall weighted average salary increase for all personnel was 7% Salary
increases for executive directors ranged from 3 5% to 8 7% and the weighted
average was 5 5%

In early 2012, we determined annual bonus payments to executive directors
The overall bonus pool is determined by return on capital employed and net
profit while indmdual performance cntenia considers heaith and safety,
financial, operational, enviranmental and people-related measures

In a challenging business environment, Xstrata achieved excellent and, n
many cases record performance across such cntena Executve annual bonus
awards reflect those achievements including

* record operatng EBITDA" rose to $11 6 billion up by 12% compared
to 2010,

= record attnbutable profit* of $5 8 billion, which enabled the board to
increase the full year dnidend by 60% to 40 US cents per share,

* ten new projects and expansions were successfully commissioned on
ume and budget to ncrease production volumes

* real cost savings of $391 million were achieved to contnue an unbroken
record of year-on-year sustanable cost savings since 2002, and

» total recordable injunes were reduced by 26% compared to 2010
to 5 2 per million hours worked our lowest ever level In the terntones
in which we work, our figures are industry leading

“Our remuneration policy and
practices aim to attract, retain
and motivate the high-performing
individuals we rely on to deliver
our business strateqy and create
long-term value”

Dawvid Rough




Xstrata’s value creation

QOur approach towards remuneration plays an important role In retaining
and mcentivising the current management tearn who have built Xstrata
into a major dversified mining company over the past decade Since our
mitial public offering in March 2002, we have transformed from a debt-
constrained $500 million company in 2001 into a $56 billion global mining
majar This growth has been accompanied by supenor value creation for
shareholders Since 2002, we have delwered total shareholder returns of
some 340% compared to an average for the FTSE100 index of 58%

Wa have mantained exceptional levels of retention across all serior
management - a core objective of our remuneration policy - throughout
the past decade No Executwe Committee members have left to join
competitors and we have over 90% retention at serior management level
This low staff turnover 1s in shareholders' nterests, given the direct and
indirect costs associated with replacing experienced managers in the
highly competitive global mining market and 1n the context of Xstratas
ambitious organic growth strategy

We believe our remuneration policy and approach incentivises
outperformance by executive directors and senior management and
ahgns managements interests with your interests and mine as Xstrata
sharehclders, where possible As ever, we welcome your feedback on our
approach to remuneration including the format and scope of this report

David Rough

Remuneration Committee Chairman

Remuneration Committee

Members

DPawvid Rough (Committee Chairman from 4 May 2011 independent
non-executive director and 5enior Independent Director)

Sir John Bond (Member from 4 May 2011 Independent
non-executive Chairman of the Board)

Con Fauconmer {(Member from 5 May 2010 Independent,
non executive Director)

Sir Steve Robson (Member from 4 May 2011 Independent,
non-executive Director)

Willy Strothotte (Retired 4 May 2011 Immediate past Chairman)

Details of the Remuneration Committee’s role, meetings and activities may
be found in the Corporate Governance report on page 94

The Remuneration Committee receives advice on pay and conditions across
Xstrata from the General Manager Human Resources and Legal who also acts
as Secretary to the Remuneration Committee

During the year Hay Group provided independent advice to the
Remuneration Committee on executive remuneration Hay Group also
provides market infarmation on remuneration for posiuens below Executive
Commuttee level Freshfields Bruckhaus Deringer provided legal advice

on incentive plan rules and KPMG provided external validaton of Total
Shareholder Return and real cost savings performance

Remuneration policy

Our remuneration policy and practices aim to attract, retain and motwate

the high-performing individuals we rely on to deliver our bustness strategy
and create long term value We beleve that performance-related pay should
Incentivise exceptional performance and that rewards should be closely linked
to and commensurate with performance

1 Over 80% of the executive pay package 1s performance-related and
therefare "at nsk’ {1 e the contractual obhigation to pay 1s dependent
on satisfaction of performance cntena)

L8 )

For exceptional performance potential pay levels are posiioned in
the upper quartle of tha global mining industry and other global
FTSE100 companies

L7

Performance s assessed on a holistic basis, taking into account a wide
vanety of factors that are aligned to the delwvery of supenor long term
returns to Xstrata's shareholders and continuous and sustainable
improvements in the underlying operating and financial performance
of Xstrata

Individual performance critena for annual bonus awards reflect health
and safety environment and sustamnability performance, financial
performance 1n both absolute and relative terms and the effectve
delivery of strategic pnonties including the project pipeling, and various
lead performance indicators The use of muluple factors ensures that
bonuses cannot be earned on the basis of inappropnate or nsky
behaviour and avoids rewarding achievements against one or narow
objectives that come at the expense of performance n other areas

The value of long-term incentives 1s dependent upon both absolute and
relative share pnice performance and vesting 1s subject to the satisfaction
of stretching performance conditions as outlined below under Lang
Term incentive Plan’ In the event that performance 15 below threshold
participants wilt recewve no benefit from long term mcentives

o~

Pay arrangements are intended to remain in place, so far as 1s practicable,
throughout the business cycle We have therefore avoided making frequent
changes to incentive arrangements or performance metrics
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Remuneration report continued

In determuming policy and practice the key factors we take into account
melude

* the UK Lisung Rules,

* the provisions of the UK Corporate Governance Code and associated
gurdance attached to it

* the compettive environment for experenced personnel in the global
extractive industries sector,

» the guidance provided by a number of nstitutional investor representative
bodses and

* feedback receved from shareholders

We also take into account pay and employment conditions across Xstrata
when setting the remuneration of executive directors We do not believe a
ratio companson between executive directors and non-Board employees 15

appropniate A ratio companson does not provide a useful measure of fairness

or balance due to the vastly different costs of living in the countnes where
we have operations and fluctuations in exchange rates However, on a regular
basis we assess the farrness and balance of our remuneration policies and
practice internally and benchmark against our competitors in the vanious
regions in which we operate In 2011 we assessed the remuneration of all
Group and headquarters roles, including Executive Committee members,
with support from external consultants, to benchmark remuneration aganst

a global peer group and ensure that our approach to pay s consistent from
executive level to support personnel

Base salary

Purpose » Attract and retain talented and experienced executives
from an industry in which competuon for talent is
extremely high

Reflect the indwidual’s capabilities and experence

Reward leadership and direction of Xstrata an behalf
of shareholders

Elements of remuneration
The table below sets out a summary of the component elements of our
remuneration policy for executive directors

Total remuneration

Fixed pay Performance related pay
Short-term vanable pay  Long term vanable pay
Base pay
Executive Long-term
Retirement benefits Committee incentive plan

bonus plan

Other benefits Added value plan

Reviewed annually with any changes effective
1 January

Policy

Set at a competitve levet benchmarked aganst
other global mning and major UK companies using
independent external data and inflation statistics for
key mining markets

Consider the indmdual’s skills expenence and
influence over, and responsibility for, the success
of the business

The impact of any salary increase awarded on the value
of the total package 1s considered carefully prior to any
change being made

Ensure that our approach to pay 1s consistent from
S .- _ executive level to support persannel e
Link to strategy  * Protect and generate shareholder value through the
retention and attraction of lugh calibre individuals

Risk * Enhance retention of key personnel to ensure
management business continuity
® Structured and policy-dnven approach to
conducting salary reviews
Salary review for 2012

Salary inflatson for staff in the mining industry 1s currently extremely high with
intense competition for qualfied and expenenced people dnven by increased
investment in the sector Across Xstrata, salary increases for employees were
between 4% and 10% in most parts of the business, with increases in excess
of 10% for a number of experienced mining engineerng project manager
and senior management roles Salary increases for executive directors are
within the range of increases awarded across Xstrata

Base salary cffective Base salary effecuve

1 January 2012 1 January 2011

Mick Dawis (£) 1,501,500 1430000
Trevor Rewd () 815,000 750,000
Santiago Zaldumbide (€} 1,076,400 1,040,000




Executive Committee Bonus Plan

Purpose ¢ Align executives’ interests with the short-term goals of Xstrata and the drivers of long-term success

Reward the delivery of shareholder value through the effecuve execution of strategy, the profits delivered to shareholders
and lead indicators of future success including safety and ervironmental sustainability

Bonus deferral in shares aids the retention of Xstrata's high calibre executives

Palicy Maximum benus awarded for truly exceptiona! performance 1s 300% of salary

Any award in excess of 100% of safary s deferred into shares and paid out in tranches over a one to two year period

The overall bonus pool 1s determined according to Return on Capital Employed (ROCE) targets and net profits

Individual payments are determined with respect to a range of key financial and non-financial metncs These metrics
include health and safety, environment and sustainability, profit and cash generauon, volume and project execution
employee development

Encourage executives to bulld a shareholding 1 Xstrata

Provides alignment among the executives interasts, the shon-term financial success of Xstrata and the creation of
shareholder value

Link to strategy

The Remuneration Committee takes a comprehensive view of an appropniate level of award for each individual to ensure that
bonus awards truly reflect Xstrata's performance and management s impact on this {rather than purely resultant from external
market and cyclical factors)

Risk management Bonus pool hurdle rates for ROCE and net profit ensure affordability

Focus on a wide range of financial and non-financial metrics ensures that bonus awards reward sustainable, holistic pedormance

Bonus deferral in shares ensures a focus an long-term sustainable performance and aligns management interests
with shareholders

Determination process takes account of the extent to which performance has been driven by management activity and planning
25 opposed to external market and cycheal factors and response to events that were not anticipated at the start of the year

Plan design

Paructpants Executive directors and the other members of the Executive Committee

Bonus pool caleulation  Te ensure affordability, the banus pool 1s determined with respect to ROCE and net profit perfarmance hurdles set at the
beginning of each financial year For the financial years ending 31 December 2011 and 2012, Xstrata's ROCE must be at least
equal to Xstrata's average cost of borrowing in order for any bonus pool to be avalable The Remuneration Committee has
the discretion to vary the basis of calculation and performance targets in future years At the end of the financial year, the
Remuneration Committee also actively considers whether the proposed bonus pool 1s appropriate in light of other key financial
and non-finanoal performance measures, which include, but are not imited to health and safety envwonmental sustaimability and
community performance

Performance Individual awards are dependent on a halistic assessment of ndividual performance criteria, which incorporate a wide range of
assessment and financial and non financal measures including health and safety employee development, environment and sustainability, profit
award determination and cash generation volume, project execution and other cntena agreed in advance and evaluated by the Remuneration

Committee The Remuneration Committee takes into account the outlook for the business and the broader market environment
as well as achievements duning the year It also makes a judgement on how performance Is achieved as well as the outcomes,
for example by assessing the robustness of processes and management actions

Terms of payment and  The maximum bonus award 15 300% of salary Awards of up to 100% of salary are delivered i cash following determination Awards

deferral and other between 100% and 200% of salary are delivered in restnicted shares or nil cost options deferred for one year Awards between 200%
conditions for release and 300% of salary are delivered in restricted shares or nil-cost options deferred for two years Deferred awards vest or become
of awards exercisable in the event of a change in control, cessation of employment by reasan of death Injury, il health or disability (in each

of which case they vest or are exercisable immediately) or retrement {in which case they vest or become exercisable on the normal
deferred vesting date) No deferred awards will vest or become exercisable m the event of cessation by dismissal for cause In the
case of termination by reason of death, injury, ill health or disability before the date a bonus 1s awarded for a financial year, a
propartion of the annual bonus pool may stll be awarded subject to the normal discretion of the Remuneration Committee

Nil cost options expire on the tenth anniversary of bonus award No part of a bonus award s pensionable
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Remuneration report continued

Bonus awards for 2011 performance
The Remuneration Comemittee believes it was appropriate to pay maximum levels of bonus in respect of performance to 31 December 2011 in light of the
exceptional performance achieved

* record operating EBITDA* rose to $11 6 billion up by 12% compared to 2010,

» record attnbutable profit* of $5 8 billien, which enabled the Board to increase the full year dvidend by 60% 10 40 US cents per share,

¢ ten new projects and expansions were successfully commissioned on tme and budget to increase production volumes,

¢ real cost savings of $391 million were achieved to continue an unbroken record of year-on-year sustamable cost savings since 2002, and
* total recordable injunes were reduced by 26% compared to 2010 10 5 2 per million hours worked our lowest ever level

The table below sets out the bonus awards (including deferred elements structured as nil-cost options) granted to the executive directors for 2011
performance and compared with 2010

20N 2010
Nil-cost options Nil-cast options
Cash bonus awarded’ Cash bonus awarded?
Mick Dawis £1,430,000 239,590 £1,350,000 183,888
Trevor Rend £750 000 125 &58 £680 000 92,624
Sangago Zalduminde €1,040,000 145,084 €1,000,000 101 760

1 The market value of a share on the date of the deferred bonus share award on 17 February 2012 was £11 94
2 The market value of a share on the date of the deferred bonus share award on 18 February 2011 was £14 68

Further details regarding the grant of mil-cost options in respect of 2011 performance 1s outhned in the table on page 107

Long-term incentive arrangements

Long-Term Incentive Plan (LTIP)

Purpose * Align the financial interests of executives with those of shareholders
* Incentivise the creation of absolute and relative shareholder value
* Incentmise strong cost control

* Prowide a focus on long-term sustamable performance

Policy T " “Annual awards granted through condittonal shares and market value share options ) o o

+ An aggregate value of 200% of salary awarded (increased to 400% of salary in exceptional circumstances)

Vesting 15 dependent upon pre-determined TSR and cost control targets over a three year pericd

Awards that do not vest, lapse

Link to strategy Abgned to strategic measures {cost control) and to outcomes in terms of share price development and relative TSR

Risk management Share based awards ensure a focus on long term sustainable performance and align management interests with shareholders

Market value option awards only provide a benefit to participants from future absolute share price growth further aligning
management interests with shareholders

Term and Expiry The LTIP was implemented in March 2002 and expired in March 2012

Its rules will continue to apply for all outstanding awards granted under it

We consulted with a number of Xstrata shareholders and shareholder bodies throughout the fourth quarter of 2011 and receved
a broad range of views and comments on our proposals for a replacement LTIP On 7 February 2012 Xstrata and Glencore
announced a proposed merger of the two companies H completed, a merger will cbviate the need for a replacement LTIP 10

be implemented Consequently while a revision to our proposed LTIP design was underway following the iniial shareholder
consultations, we have now postponed plans to tonsult with shareholders and representative bodhes on our revised LTIP design

If for whatever reason, a new LTIP 1s propased for Xstrata in the future we will further consult with shareholders in advance

*  Excludes exceptional tems




Plan design

Participants Executive directors and the other members of the Executive Committee and those employees with the ability to influence
shareholder value

Style of award An award under the LTIP compnses a conditional award of shares (performance shares) and a grant of market value share options,

the values of which are measured at face value for performance shares and at Black-5choles value for share options Awards are
structured to ensure an equal weighting between the value of performance shares and share aptions For the 2011 award, the
value of one option was independently assessed as 36 4% of the market vatue of one share For the 2012 award, the value of one
option has been independently assessed as 36 3% of the market value of one share

Performance penmomd

Awards vest on the third anniversary of grant, subject to satsfacuon of the perfarmance conditions and other award terms

Performance
condisons

For executive drrectors, 50% of awards are subject to relative TSR performance measured against a bespoke peer group of
companies as shown below

» Teck Resources B * Anglo American

* Korea Zinc = BHP Bllion

* GMexico 'B * Impala Plaunum

* MMC Norisk Nickel  * Aurubss

* Freeport Mcmor * Peabody Energy
CPR & GD

¢ Rio Tinto + Alcoa

* Vale * Arch Coal

* Vedanta Resources * Eramet

For the portion of the award subject to TSR performance there 1s zero vesting for below median performance, 50% vests for
median performance and full vesting occurs for 2 performance ranking above the 80th percentle, with vesting between median
performance and the 80th percentile assessed on a shding scale basis The remaining 50% of the award vests subject to real
cost-saving targets Annualised cost savings over the 3 year performance pernod equal to at least 1% of the operational cost base
allow 10% vesting, 2% cost savings delivers 70% vesting and awards vest in full upon achieving 3% or more cost savings There 1s
straight line vesting between each of these points Real cost savings are measused in relation to operating costs after adjusting for
the effects of inflation, exceptional events/items such as natural disasters, excluding depreciation, commodity price-linked costs,
effects of currencres on transtatan of local cumency costs and planned Iife-of-mine adjustments

Other conditions for
release of award

Awards vest ar become exercisable in the event of a change in control, cessation of employment by reason of death, injury, ill
health or disability {in each of which case they vest or are exercisable immediately and in full} or retirement (i which case they vest
or become exercisable on the normal vesting date subject to satisfactian of the performance conditions) No unvested awards will
vest ar become exercisable in the event of cessation by dismissal for cause

-
o
-

wa3 mensx mwm | | 10 Loday [enuuy | exensy |

manar nbareng

MIIA DIUBLULIOPSY

BIURLIAACD

Sluauiaiels [BroUBUy




—
S

woa eensx mmwm | | 107 Loday |enuuy | eensy |

Remuneration report continued

LTIP awards vesting during 2011

The table below sets out the level of vesting for executive directors for the 2008 award senes under the LTIP which vested on 5 Apnl 2011

% of real cost
%of TSR Annuahsed saangs
Xstrata'’s TSR clement % real cost element Total %
rank vesting savings vesting vesting
2008 award 13th out of 15 000% >3% 50% 50%
Further details of vesting awards are set cut on pages 108 and 107 of this report
Qutstanding LTIP awards performance
The table below sets out the level of vestung for executive directors for the 2009 award series under the LTIP which vested on 13 March 2012
% of real cost
%of TSR Annualised savings
Xstrata's TSR element % real cost element Towul %
rank vestng 52vings vesung vestng
2009 award Sthout of 17 38 89% >3% 50% 88 89%
The table below sets out TSR performance ranking informauon for the 2010 and 2011 award senes under the LTIP at 31 December 2011
Xstrata’s TSR rank % of TSR element vesting
2010 award 10th out of 17 000%
2011 award 10th out of 17 000%

The extent to which the 2010 and 2011 awards may vest overall will depend upon Xstratas TSR ranking and the extent to which the real costs savings targets

are met at the end of the respective performance pencds

Added Value Plan (AVP}

Purpose

Reward positive growth of Xstrata

shares in order to participate In the AVP

* Incentwise Chief Executive by providing a share of the long-term value of Xstrata created for shareholders

Create alignment with shareholders by requinng the Chief Executive Officer to maintain a share holding of 350,000 ordinary

Policy Awards made to Chief Executive only

Last award made under this plan was in 2009 {now closed to new awards)

relative 1o an index of global mining companies

Performance measured by means of Xstrata's TSR three-year (for Phase 1 awards) and five year (for Phase 2 awards) growth

Link to strategy * Rewards growth tn Xstrata's value over and above that created by Xstrata's peer companies

Risk management
shareholders

Extended performance period smoocthes TSR performance

Reward deferral in shares ensures a focus on long term sustainable performance and ahgns management interests with




Plan design

Participant The Chief Executive was the only participant of the AVP which 1s now closed to any further awards Only the 2009 plan cycle
remains open under the AVP

Styleofaward  Reward under the AVP 15 based upon the growth in Xstrata’s TSR over the relevant performance period relative to an index of
global mining companies that form the TSR Index

Performance Performance 1s assessed over penods of both three years {Phase 1) and five years (Phase 2) from the date of award

perod_ __ _— - e e e it et e < o e e

Performance At the end of a Phase 1 performance peniod, Xstrata’s TSR s caleulated and compared to the TSR Index which determines the

condition added value created for shareholders over the performance period If this figure 15 positive, 1t 1s multphed by a paricipation

percentage {which 1s 0 3% for the 2009 plan cycle) to calculate the Phase 1 base reward No payments will be made of Xswrata
underperforms against the TSR Index

There 15 a cap which applies to the calculation at the end of the Phase 1 performance period If the cap has been applied then the
Chief Executive will become eligible for Phase 2 of the plan cycle At the end of the Phase 2 performance penod, the calculation
will be carned out ; the same way as at the end of Phase 1, but only to the extent that performance exceeds the applicable cap

The absolute value recewved by shareholders 1s higher when outperforming a nsing market than outperforming a market which s
static or falling Censequently, two modibiers are applhed Firstly, awards are adjusted in ine with the Xstrata share price index
Secondly, awards are adjusted in ine with Xstrata’s absolute performance For the 2009 plan cycle for absolute TSR of 25% or
above, a multiplier of 1 will be applied, and for absolute TSR of -25% or below, 2 multrplier of 0 5 will be applied Between 25%
and +25% straight hne interpolation will apply Provided Xstrata's TSR is at least equal to the TSR Index, the Phase 1 final reward
under each plan cycle will be at least $1 mallion

The TSR and share price indices are weighted by market capitalisation The comparator group for the 2009 open plan cycle
comprises relevant global mining firms This group 1s identcal to that used for the LTIP descnbed above

Terms of payment and
deferral and other
cendivons for release
of awards

50% of the final reward for a phase of a plan cycle 13 payable in cash or in shares as determined by the Remuneration Commuttee,
as soon as practicable following determination of the final reward for that phase by the Remuneration Commttee Of the remaining
50% of a Phase 1 final reward 25% shall be deferred for a penod of one year and 25% shall be deferred for a pertod of two years
Phase 2 s calculated over a five-year peniod, with 50% of any additional award paid at the end of that period and the remaining
50% deferred for a further year Deferred awards are indexed to the Xstrata share price over the penod of deferral

In the event of a change of contral, all open plan cycles will vest immediately subject to and to the extent of satisfaction of the
vesting critena at that time, save that the Remuneration Cammittee has discretion to remave the cap that would otherwise apply
in the calculation of the Phase 1 return In the event of the Chief Executive ceasing to be an Xstrata employee as a result of death
il health ar disability, all open plan cycles will vest mmediately subject to and to the extent of satisfacuon of the vesting cntena at
that tme The final reward under each open plan cycle will be calculated as If the performance penod terminated on tha date of
cessation of emplayment In the event of the Chief Executive ceasing to be an Xstrata employee other than in the circumstances
descnibed above, all plan cycles will lapse and no payments will be made unless the Remuneration Committee in its absolute
discretion determines otherwise In the event of a variation in the capital of Xstrata, the parucipation percentages may be adjusted
in such a way as the Remuneration Comruttee determines
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Rernuneration report continued

The 2008-2011 AVP cycle

The 2008 plan cycle performance peniod (Phase 1) ended on 26 March 2011
At that date Xstrata's TSR was below that of the TSR index Therefore the
2008 plan cycle did not vest and did not proceed to Phase 2

The 2009-2012 AVFP cycle

Under the 2009 plan cycle, as at 31 December 2011, the increase of Xstratas
TSR was 111 53%, the increase of the TSR index was 84 40%, and the
growth of the Xstrata Share Pnce Index was 74 64% The determination of
any award under the 2009 plan cycle wili be made at the end of the Phase 1
performance period on 17 Apnt 2012 and of appropnate, at the end

of the Phase 2 performance period on 17 Apnl 2014

Long-term incentive arrangements and dilution
Qur share incentive awards may be satisfied through market-purchased or
newly-tssued shares

We adhera to the ABI gurdelines regarding dilution and regularly monnor
posiioning against these guidelines which limit the number of newly-issued
shares which can be granted under all employee share schemes in a 10 year
pencd to 10% of the issued share capital and 5% for the senior executives
under discretionary share plans

As at the date of this report, our usage of newly issued share capital over the
last 10 years in respect of all discretionary schemes was 3 8% of the issued
share capital

Performance graphs (f)

Total shareholder return
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The performance graph set out above shows the value at 31 December 2011
of £100 invested in Xstrata shares on 31 December 2002 compared with the
value of £100 invested in a hypothetical holding of shares of the same kind

and number as those by reference to which the FTSE 100 index 15 calculated

Total shareholder return
value of investment {f}

150

—
e
o

Value of investment

L= [T N S >4
° BB R

06 o7 08 o9 10 11
Xstrata Plc FTSE 100 Index

The performance graph set out above shows the value at 31 December 2011
of £100 invested in Xstrata shares on 31 Decernber 2006 compared with the
value of £100 invested in a hypotheucal holding of shares of the same kind

and number as those by reference to which the FTSE 100 index is calculated

In each case, the other points plotted are the values at intervening financial
year ends The value shown 1s based on TSR which has been caleulated
assurming that dvidends are invested 1n additional shares Benefits recevable
in the form of shares are also added to the relevant holding

This index has been selected as Xstrata has been a constituent of the

FTSE 100 throughout the pernod shown and the Board considers that the
FTSE 100 currently represents the most appropriate of the published indices
for these purposes

Retirement benefits

Mick Davis and Trevor Rerd have parucipated in targeted money purchase
retirement plans from their respective dates of joining Xstrata At the time
that Mick Daws and Trevor Reid were appointed to the Board in 2002, 1t

was common practice for major compames to provide final salary-related
returement benefits A non-contnbutory targeted money purchase
arrangement that prowides cash sums equivalent to final salary provision

was established The retirement benefit costs for these individuals reflect the
costs and financial dynamics of a defined benefit plan but are fully settled and
paid as a defined contnbution on an annual basis which [mits balance sheet
hability to only those amounts accrued to meet the cantnbution requirements
for the relevant penod Following cessation of employment, Xstrata has no
ongoing retirement benefits liability to the indwiduals The plan 1s designed
to provide 3% of final pensionable salary per year of service with Xstrata

{up to a maxmum of 20 years), targeting retirement at age 60 Contnbutions
are deterrmined annually by an independent actuary Changes m contnbution
requiraments year to year are driven by a number of factors including changes
in inflavon, annuity rates, salary, tax rates and |ife expectancy data, and are
partcularly impacted by poor equity markets performance and low bond
yields Prior to & Apnil 2006 these contributions were paid to a combination
of an approved money purchase retrement plan and a funded unapproved
retirement benefits schema (FURBS) From 6 Apnl 2006 contnbutions have
been made through a combinauon of payments to a registered returement
benefit plan and cash sums to each executive, having regard to the tax himits
on contrsbutions and benefits from registered UK retirement benefits plans

Santiago Zaldumbide recewves no retirement benefits under the terms of his
professional services agreement




Other benefits
Mick Davis and Trevor Rend receve private medical insurance, hife assurance
and housing allowance benefits

Many of the Xstrata s operations are located in areas not well served by
commercial fight reutes and therefare a company leased aircraft 1s provided
for the purposes of business travel by Xstrata executives The Remuneration
Committee approved in 2008 the private use of Xstrata-leased arrcraft for the
Chief Executive for an agreed maximum number of hours per annum, subject
to the ancraft not being required for work purposes by other Xstrata
executives at the relevant tmels)

Xstrata policy permits the provision of short-term mnterest-free loans to

any eligible employee, including executive directors, to caver pertads when
employees suffer double taxation on any employment income because
they are required to work in multiple junsdictions and are unable to clam
repayments or credits for such double taxation unt! a fater point in ume

Under the terms of his service agreement Santiago Zaldumbide receves
no other benefits

Executive directors’ service contracts

Mick Davis and Trevor Reid have employment agreements with Xstrata
effective from 1 February 2002 for a fixed term of two years, which have been
subsequently renewed as required for further two-year fixed penads

The employment of Mick Dawvis and Trevor Reid may be terminated on

12 months notice being given by Xstrata er the director concerned On
termunation of their employment by Xstrata without notice or if Mick Davis

or Trevor Reid resigns in circumstances where they cannot in good farth be
expected to continug in employment including following a change of control,
for example if there 1s a dimsinution in role or duties, each director 1s entitled
to be paid a sum equal to 100% of his annual satary plus reurement benefits,
other benefits and his previous year's bonus {plus any accnsed basic salary
and expenses) and to have alt entitlements under his retrement benefit plans
paid in accordance with the plan rules As both Mick Daws and Trevor Reid
participate in money purchase arrangements, 1t is not expected that any
significant additional lrabiity would anse in respect of retirement plan
entitlements beyond that already accrued in Xstrata's accounts For the
purposes of calculating termination payments, annual bonus 1s capped at
300% of annual salary {which 1s In any event the maximum allowable under
the Bonus Plan)

Santiago Zaldumbsde provides his services to Xstrata under a professional
services agreermnent entered into between him and Astunana on 23 July 2007,
pursuant to which Santiago Zaldumbide agreed to act as Chawman and

Chief Executive of Xstrata Zine This agreement continues indefinitely unless
terminated by one of the parties on at least six months written notice

The annual gross fee payable to Santrago Zaldumbide for the year ended

31 December 2011 was €1,040,000 This annual fee s subject to review in
line with the other executrve directors Santiage Zaldumbide receves no
retirement benefits under the terms of his professional services agreement
but 1s eligible to participate in the Bonus Plan and the LTIP

QOn termination of his professional services agreement, other than on

hts voluntary termination or terrmination for gross negligence, Santiago
Zaldumbide 15 entitled to be paid a sum equal to 150% of his annual satary
and his previous year’s bonus (and any accrued basic salary and expenses)
Pursuant to a letter of appointment dated 18 March 2002 and subject

1o the continuing existence of his agreement with Astuniana, Santiago
Zaldumbide 1s engaged as a director of Xstrata Sanuago Zaldumbide
recewes no additional remuneration for fus position as director of Xstrata
and 15 not entitled to any compensation in respect of the termination of his
office as a director of Xstrata

income tax

Both Mick Davis and Trevor Reid are UK taxpayers and as such pay UK income
tax and, where applicable, National Insurance on thew salanes, bonuses,
pension allowances, benefits-in kind and long-term incentives Santiago
Zaldumbude s tax resident in Spain and as such pays income tax and other
applicable taxes on his salary, bonuses and fong term incentives

External appointments
No executive directors held external directarships or offices as at
31 December 2011

Non-executive directors

Fees for non-executive directors are set at the level cansidered necessary to
obtain and retain the services of high-calibre individuals with the relevant skills
and experience to bring added depth and breadth to the composition of the
Board Non-executive directors’ fees are reviewed annually by the Chairman
and the Chief Executive in the hight of fees payable to non-executive directors
of comparable compares The review of non-executive directors’ fees far
2012 resulted in fees being held at the same level as applied for 2011

Non-executive directors are eligible to forego all or part of thew directors’
fees to acquire shares in Xstrata, after deduction of applhicable income tax
and social secunty contnbutions In line with best pracuce, the non-executive
directors do not participate in any performance related incentive or pension
allowance Non-executive directors do not receive expense allowances and
any expenses are subject to the provision of receipts

There 1s no arrangement under which a director has agreed to waive future
emoluments nor have there been any such wavers dunng the financial year
There are no outstanding loans or guarantees granted or provided by any
Xstrata company to or for the benefit of any of the non executive directors

Letters of appointment set out the duties and responsibilities of non executve
directors The key terms of the letters of appomtrment are set out in the
table below

Penod of * In accordance with the UK Corporate
appointment Governance Code, all non-executive directors
will offer themselves for re election at each
AGM
MNotce penod From Xstrata
* At Xstrata's discretion without notice
From Director
= & months’ nouce
Compensation for * No compensation for loss of office
loss of office will be awarded

-
[=]
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Rermuneration report continued

Executive directors’ shareholding information

The follswing table shows the total number of shares beneficially held by the executwve directors as at the date of this Report It includes interests in shares
held pursuant to vested but unexercised opucns (see page 109 for further details about vested but unexercised options) but does not include any interests in
shares held as restricted shares, nil-cost oplions or LTIP options which are still yet to vest

Executve director Total sharos
Mick Dawvis 4,631,654
Travor Reid 2,438,124
Santiago Zaldumbide 1,122562

The information in the tables set out on pages 106 to 109 has been subject to audit

Emoluments and compensation (US%)
The emoluments and compensation in respect of qualifying services of each person who served as director during the year were as follows

Health, life and Year Ended

Salary Housing  private medicat Other 311210
Director and fees’ Cash bonus®* allowances NSUrance benefits Total Total"!
Executives
Mick Davis 2,2938722 2,257,355 183,000 181,2908 481 142© 5,396,659 4,791,160
Trevor Reid 12030802 1,183,928% 141,660% 236757 2,552,343 2,296,980
Santiago Zaldumbide 1,448 2663 1364 043% 2,812,309 2,690,170
Non-executrves
Willy Srothotte® 143,051 143,051 386,500
Str John Bond® 760,565% 760,565 -
Dawid Rough 291,081 297,081 272,251
lvan Glasenberg 137,9844 137,984 140,531
Sir Steve Robson CB 1761314 176,131 194,951
lan Strachan 191,450 191,450 175,626
Claude Lamoureux 176,1314 176,131 161,557
Peter Hooley 187 605* 189,605 162,337
Con Fauconmer 176,131 176,131 151,044
Telts Mistaksdis® 86,3604 86,360 -
Tor Peterson® 86 3601 86,360 -
Totals 7,366,067 4,805,326 324,660 204,965 481,142 13,182,160 11,423,107

1

2

ba
b

Ja
b

Salary and fees includes non executive fees which may be paid in shares No consideravon has been pad 1o or 18 recewable by third parties for making avallable the qualifying
services of any directors dunng the year or In connection with the management affairs of Xstrata

In 2011 Mick Dawvis’ and Trevor Reid s salanes were set and paid in UK pounds sterding as shown on page 98 The salary figures above have been canverted to US dollars based
on the average £/% exchange rate for the year of 1 604 (2010 1 546) and therefore reflect the /mpact of the exchange rate fluctuations during the year

In 2011, Santiago Zaldumbnide’s salary was set and paid in Euros as shown on page 98 The figures above have been converted to US doflars based on the average €/$ exchange
rate for the year of 1 393 (2010 1 326) and therefore reflect the impact of the exchange rate fluctuations dunng the year

Al non-executve director fees except those for lan Strachan and Claude Lamoureux ware set and pad in UK pounds sterking lan Strachan's fees were set in UK pounds sterling
and paid in US dollars Claude Lamoureux’s fees were set in UK pounds stering and paid in Canadian dollars The figures abave have been converted to US dollars based on the
average £/% exchange rate for the year of 1 604 (2010 1 544) and therefare reflect the impact of the exchange rate flucturations dunng the year

Willy Strathotte resigned and Sir John Bond Telis Mistakidis and Tor Peterson were appointed at the AGM on 4 May 2011
The details of deferred bonus awards granted as nil cost options in respect of 2011 performance are shown separately in the table on page 107

Cash bonuses awarded 1n February 2012 1n relation te the 2011 performance year The bonuses were awarded in UK pounds sterling in amounts of £1 430 000 and £750 000 for
Mick Dawvis and Trevor Reid respectively and converted at a rate of 1 57857 the exchange rate prevailing on the date of the award

Cash bonus awarded in February 2012 in relation to the 2011 performance year The bonus was awarded in Euros in the amount of EUR1 040 000 and converted at 2 rate of
1 31158 the exchange rate prevailing on the date of the award

n 2011 Mick Davis housing allowance was awarded and paid in US dollars
Tn 2011 Trevor Reid s housing allowance was awarded in US dollars and paid in UK pounds stering

In 2011 Mick Dawis benefits were set and paid in UK Founds stering The benefits have been converted to US dollars based on the average £/% exchange rate for the year of
1 604 (2010 1 544} and therefore reflect the impact of the exchange rate fluctuations duning the year This includes an amount for hife insurance of £90,234

In 2011, Trevor Reid s benefits were set and paid in UK pounds stefling  The benefits have been converted to US dollars based on the average £/% exchange rate for the year of
1 604 (2010 1 546) and therefore reflect the impact of the exchange rate fluctuations dunng the year This includes an amount for tife insurance of £10 795

In order ta faciitate travel to Xstrata operations many of which are located in remote locations not served by commerciat flight routes Xstrata leases prvate arrcraft to be used
from time to ume for business travel by Xstrata executives The Remuneration Committee has approved the prvate use of the Xstrata leased awreraft for Mick Dawis, subject to
any private usage not conflictng with Xstrata business for a imited number of haurs per annum and the Gischarge of the tax hiability ansing from that pavate use The benefit
shown above has been calculated based on marginat fight costs for the hours used and converted to US dollars at the average £/$ exchange rate for the year of 1 604 {2010

1 546) and therefore reflects the impact of the exchange rate fluctuations during the year

The toals for executive directors for 2010 exclude the value of deferred bonus awards in respect of 2010 performance and therefore differ from the tatals presented in the 2010
Remuneration report This is because, as outlined in note 6a above, the details of deferred bonus awards granted as nil cost options in respect of 2011 performance are now
shown separately in the following table on page 107




Deferred bonus shares awarded in respect of 2011 performance
Details of the deferred bonus shares granted to those directors who served during the year in respect of 2011 performance

End of the penod
for mtenm
qualifying

conditions 10 be
Drrector Awarded' fulfilled
Mick Dawis
Deferred Bonus in respect of 2011 performance - 1 year deferred 119795 2-Feb-13
Deferred Bonus in respect of 2011 performance - 2 years deferred 119,795 2 Feb-14
Trevor Reid
Deferred Bonus in respect af 2011 performance - 1 year defemed 62 829 2-Feb-13
Deferred Banus in respect of 2011 performance — 2 years deferred 62,829 2-Feb-14
Santiago Zaldumbide
Deferred Bonus in respect of 2011 performance - 1 year deferred 72,542 2-Feb-13
Deferred Bonus in respect of 2011 performance - 2 years deferred 72,542 2-Feb-14
Total 510,332

1 Defered bonus awards made in February 2012 for 2011 performance structured as nil-cost options over shares Detasls of performance condiuons are descnbed above
The market value of a share on the date of the deferred bonus share award on 17 February 2012 was £11 94

-
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Remuneration report continued

Shares
Detatls of Xstrata shares over which those directors whao served duning the year have restncted or conditional nghts under the Long-Term Incentive Plan,
the Bonus Plan and the Added Value Plan

End of the
penod for
intenm
Scheme qualifying
nterast at condiions o Lapsed/ At
Director 1 Jan 2011 Awarded be hilfiled expired Vested 31 Dec 2011
Share Awards which vested or lapsed during 2011
Mick Dawis
Added value plan - 2008 cycle 26-Mar-11 *
Deferred bonus in respect of 2009 performance — 1 year deferred 72751 1 Feb-11 7275135 0
Trevor Reid
LTIP — 2008 award 56,205 4-Apr11 28103 28102* 0
Deferred bonus in respect of 2009 peformance — 1 year deferved 36,653 1-Feb-11 36,6533 0
Santiago Zaldumbide
LTIP - 2008 award 53 456 4-Apr-11 26,728 26,728 0
Deferred bonus in respect of 2009 pedformance — 1 year deferred 82,220 1 Feb-11 82,2207 0
Share awards granted dunng 2011 LTIP - 2011 award of performance shares
Mick Dawis 204,858 1B-Feb.14 204,856
Trevor Rexd 103,187 18-Feb-14 103,187
Santiago Zaldumbide 849472 18-Feb-14 84,947
Share awards remaining subject to restnctions or performance
condibons during 2011
Mick Dawis
Added value plan - 2009 Cycle * 17-Apr12
LTIP - 2010 award 209,043 18 Feb>-13 209,043
Deferred bonus n respect of 2009 pedformance — 2 years deferred 36321 1-Feb-12 35631
Travor Reid
LTIP - 2009 award 253,378 12-Mar 12 253,378
LTIP - 2010 award 105 319 18-Feb-13 105,319
Deferred bonus in respect of 2009 performance — 2 years deferred 18,299 1-Feb-12 18,299
Santiago Zaldumbide
LTIP - 2009 award 251070 12-Mar-12 251,070
LTIP - 2010 award 103,286 18-Feb-13 103,286
Deferred bonus in respect of 2009 performance = 2 years deferred 8,222 1-Feb-12 8,222
Totals 1,286,223 392,990 54,831 245,454 1,377.928

1 Detals of perfformance conditions are described above
2 The market value of a share on the date of award under the LTIF on 18 February 2011 was £14 68

3 These shares were awarded on 18 February 2010 under the deferred bonus plan with a market value of £10 30 per share The closing market pnce on the date of vesting was
£14 79 Upon vesting of these shares, $10,688 60 was paid to Santiago Zaldumbide in respect of dvidend equivalents accrued on the deferred shares duning the deferral penod
The deferred banus shares awarded to Mick Dawis and Trevar Reid in respect of 2009 performance were structured as net deferred awards and therefere dividends, rather than
dividend equivalents were paid which were released at vesting

4 These shares were awarded on 4 Apnl 2008 under the LTIP with a market value of £20 01 per share The closing market price on the date of vesting was £14 90

S The deferred bonus awards made to Mick Davis and Trevor Reid in respect of 2009 performance were structured as a net of tax award of shares subject 1o restnctions
* 2008 2011 Added Value Plan

No payment was made under Phase ¥ of the AVP 2008 Cycle and it did not proceed 1o Phase 2

Subsequent penods

For the AVP 2009 cycle, the paruopation percentage was 0 3% and the market capitahsaton on the date of award was GBP14 697 0DC




Share options

Details of share options of those directors who served during the year are as follows

At L:ze:é At Exeruise Earthest date
Orrector 1 Jam 2011 Awarded  unexerosed  Exerosed 31 Dec 2004 prce o exorose  Expiry date
Share options granted dunng 2011
Mick Davis
LTIP Market Value Options'? 562,71 562,791 £14 68 18 Feb-14 18Feb-21
Deferred Bonus in respect of 2010 performance — 1 year deferred? 91,944 91,944 NIt 1-Feb-12  1-Feb-21
Deferred Bonus in respect of 2010 performance - 2 year defered? 91,944 91,944 NIl t-Feb-13  1-Feb-21
Travor Reid
LTIP Market Value Options'? 283 480 283,480 £1468 18-Feb-14 1B8-Feb-21
Defemed Bonus in respect of 2010 performance — 1 year defemed” 46,312 46,312 Nl 1-Feb-12  1-Feb21
Defered Bonus in respect of 2010 performance — 2 year deferred’ 45,312 46 312 Nl 1-Feb-13  1-Feb-21
Santiago Zaldumbsde
LTIP Market Value Options'2 233,371 233,31 £14468 18 Feb-14 18-Feb-21
Defemed Bonus in respect of 2010 performance — 1 year deferred® 58,149 58 149 Nil - 1.Feb-12  1-Feb-21
Defemed Bonus n respect of 2010 performance — 2 year defemed® 43 611 43,611 Nil  1-Feb-13 1 Feb-21
Share options which vested or lapsed dunng 2011 LTIP
options - 2008 award*
Trevor Reid 187,353 93 477 93,676 £2002  4Apr11 4 Apri8
Santiago Zatdumbide 178,190 89,095 89,095 £2002  4-Apr11  4-Apr18
Share options yet to vest and which remain subject to
performance conditions !
Mick Dawis
LTIP market value options — 2010 award 696 809 696,809 £1031 18-Feb-13 18Feb-20
Travor Reid
LTIP market value options — 2009 award 844,595 844,595 £335 12Mar12 12 Mar-19
LTIP market value options — 2010 award 351064 351,064 £1031 18Feb-13 18Feb-20
Santtago Zaldumbnde
LTIP market value options — 2009 award 836,900 836,900 £335 12Mar12 12 Mar-19
LTIP market value options - 2010 award 344 286 344,286 £1031 18-Feb-13 18-Feb-20
Share options which vested pnor to 2011 and which remain
exerasable or were execised dunng 20611
Mick Dawis
LTIP market value options - 2003 award 661,590 661,590 £182 10-Feb06 10-Feb-13
LTIP market vafue options — 2004 award 1,361,071 1,361,071 £372 4Mar07 4-Mar14
Trevor Reid
LTIP market value optons — 2004 award 310,822 310,822 £372 4 Mard? 4-Mar14
LTIP market value options — 2005 award 379178 379178 £537 11-Mar08 11-Mar-15
LTIP market value options + 2004 award 117 788 117,788 £870 10 Mard9 10-Mar1é
LTiP market value options — 2007 award 92,223 92,223 £1359 15-Mar10 15-Mar-17
Santiago Zaldumbide
LTI market value options — 2006 award 117132 117,132 0 t8 70 1G-Mar0? 10-Mar14
LTIP market value options — 2007 award 20467 90 467 0 £13 59 15-Mar10  15-Mar-17

Totals

6,569,468 1,457,914

182,772 207,599 7,637,011

1 The vesting of LTIP market value opuions are subject 1o performance conditions as descnbed on pages 100 to 102, being achieved
2 The independently determined value of an LTIP market value aption on the date of award was £5 34 (an amount equal to 34 4% of £14 568 being the market value of a share

on 18 February 2011}

3 Deferred bonus awards structured as nid cost options over shares The market value of a share on the date of award on 18 February 2011 was £14 68
4 The extent to which the relevant pedformance critena were satisified 1s detalled on page 102
Mick Davis and Trevor Reid s LTIP options may be settled in cash at the discretion of the Remuneration Committee
The hrghest and lowest price of a share dunng the year was £15 50 and £7 64 respectively (2010 £15 35 and £8 46) The price at the year end was £9 78 {2010 £15 06) The
aggregate of profits made by executive directors from the exercise of share options during 2011 was £841,874

Retirement benefits

Mick Davis and Trevor Reid have participated in targeted money purchase retrement benefit plans Duning the yeas, retirement benefit related payments were

made as follows

201 2010 2011 2010 2011 2010

Mick Davis Mick Daws Trevor Reid Trevor Red Total Towl

usD usD UsD usD usD usD

Retirement benefit related payments® 4,341,526 4,022,301 2,961,909 2,227,267 7,303,434 6,249 568

1 Based on the average £/% exchange rate for the year of 1 604 (2010 1 544) Payments for Mick Dawis and Trevor Reid in both years were made in UK pounds sterling

Further details of the retirement benefit arrangements are expfained on page 104

Santiago Zuldumbide received no retirement benefits under the terms of

Approved by the Board and signed on its behalf by

Remuneration Committee Chairman ‘
15 March 2012

David Rough

s fixed cost remu

fn arrangement which 1s detaded on page 105
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Directors’
report

Results and dividend
Qur financial results are set out In both the financial information and Financial
Rewview sections of this report

Our Board recommends a final dwvidend of US27 0 cents per share amounting
to $792 milhon The total 2011 dvidend 15 US40 O cents per share or $1,173
millien Our shareholders will be asked to approve the dwidend at the Annual
General Meeting on 1 May 2012, for payment on 23 May 2012 to ordinary
shareholders whose names were on the Register of Members on 4 May 2012

Principal activities

Xstrata 1s a major global diversified miming group headquartered in Zug,
Switzerland We have a Premium Listing on the London Stock Exchange and
a Secondary Listing on the 51X Swiss Exchange Additional information on
our operations 1s provided in the Business Overview and Strategy, Financial
Review and Operational Review sections

Review of the business, future developments and

post balance sheet events

A review of our business and future developments s presented in the
Chairman s Statement Chief Executive's Officer’s Strategic review and the
Financial and Operating rewviews from page 40 to page 76 and forms part of
this Report by reference

A full descnpuon of acquisiions, disposals, and changes to Group companies
undertaken dunng the year, including post balance sheet events, s included
in the Financial Review on pages 40 to 45

Corporate governance

A report on corporate governance and comphance with the principles and
prowisions of the UK Corporate Governance Code 1s set cut on pages 87 to
95 and forms part of this report by reference

Financial instruments

Our financial nsk management objectives and policies, details of financial
instruments, hedging activities and expasures to price nsk, credit nsk, hquidity
nsk and cash flow nisk are discussed on pages 40 to 45 of the Financial Review
and in Note 36 of the Financial Statements

Creditor payment policy and practice

The international nature of our business means that there 1s no specific
Group-wide palicy in respect of payments to suppliers Our indwvidual
operating companies are responsible for agreeing terms and conditions for
their business transactions and ensuring that suppliers are aware of the terms
of payment It 1s our policy that payments are made in accordance with these,
provided that all trading terms and condiuens have been met by the suppher

Xstrata plc s a holding company with no business activity other than the
holding of investments in the Group and therefore had no trade creditors
at 31 December 2011 and was not invoiced by any suppliers in 2011

Health, safety, environment & community (HSEC)
An overview of health, safety and environmental performance and community
partucipation is provided throughout from pages 4 to 35

Exploration and research and development

Cur business units carry out exploration and research znd development
actvities that are necessary to support and expand therr operations and ther
commitment to the envirenment

Political and charitable donations

In accordance with our corporate social involvement {CS1) policy, no political
donations were made in 2011 Qur CS! expenditure supports inihi2tives that
benefit communities located close to our operations in the areas of health
education, sport and the arts, community development job creation and
enterprise In 2011, Xstrata pad $102million for CSIinibiatives Donations
during the year o UK registered charities totalled £161,000

Employee policies and involvement

Qur policy and performance regarding employee involvement, disabled
employees, labour relations and employee share schemes are provided on
pages 10 to 35

Board of directors

The directors during the year under review were Sir John Bond, (Chairman,
appointed to the Board an 4 May 2011), Mick Dawis (Chief Executve Officer)
Dr Con Fauconnier (independent non-executwe), lvan Glasenberg (non-
executive}, Peter Hooley (independent non-executive), Claude Lamoureux
(independent non executive}, Anstotelis Mistakidis (non-executive appointed
on 4 May 2011), Tor Peterson {non-executive appointed on 4 May 2011},

Sir Steve Robson (independent non-executive), David Rough (Deputy
Chatrman, senior independent non-executive) Trevor Rerd (Chief Financial
Officer), lan Swachan (independent non-executive), Willy Strothotte
{Chatrman and non-executive who retired on 4 May 2011) and Santiago
Zaldumbide (executive director)

Further details about the directors, their skills and expenence and ther roles
are given in the directors’ brographies on pages 84 and 85

Directors’ conflicts of interest

Under section 175 of the Companies Act 2004, a director of a company must
avoid a situation in which he has, or can have a direct or indirect interest
that conflicts, or possibly may conflic, with the interests of the company

The duty 1s not infringed If the matter has been authorised by the directors
of the relevant company Under the Act the board of directors of the relevant
company has the power to authorise potental or actual conflict situations
Qur Board has effective procedures in place that enable directors to notify
the Nominations Committee of any actual or potential conflict situations

The Nominations Committee reviews these notfications in detail and makes
racommendations to the Board regarding authorisation The Board will, if
appropnate, authorise these conflict situations subject to conditions and for
a penod of one year All directors’ conflict situations are reviewed annually

& Conflicts Register of authorisauons 1s maintained

Directors’ habilities

The Company has granted qualifying third party indemmites to each of its
directors agatnst any hability that attaches to them in defending proceedings
brought against them to the extent permitted by the Companies Acts In
addition, directors and officers of the Company and its subsidianies are
covered by Directors & Officers liability insurance

Directors and their interests

Details of interests in the share capital of the Company of those directors in
office as at 31 December 2011 and thew families are given below None of the
shares were held non-beneficially No director held interests in the shares of
any subsidiary company




Ordinary shares
held beneficially as
at 1 January 2011

Ordinary shares
held beneficially as

Name of Director at 31 December 2011

Executive

Mick Daws

Trever Resd

Santiago Zaldumbide
Non-executive

Sir John Bond - 1,000
Con Fauconnier - -
Ivan Glasenberg - -
Peter Hooley - -
Claude Lamoureux
Anstotehs Mistakichs - -
Tor Peterson -
Sir Steve Robson -
Dawid Rough 2499
lan Strachan 43,098

2,517,549 2,517,549
511,389 539,491
27139 -

25,249
43,098

Dunng the perod from the end of the financial year to 15 March 2012,
the following changes in directors’ interests occurred

Santiago Zaldumbide acquired legal and beneficial interest in 8,222 ordinary
shares upon the vesting of deferred bonus shares awarded under the
Executive Commuttee Bonus Plan in 2010 Santiago Zaldumbide acquired a
legal and beneficial interest in 223,176 shares and Trevor Reid acquired a
beneficial interest in 107 874 shares following the vesting of contingent shares
awarded under the 2009 Long Term Incentsve Plan

In addiion 1o the above interests in shares, the executive directors also have
interests m the share capital of the Company in the form of conditional nghts
to free shares and eptions te subscribe to shares under the Long Term
Incentive Plan and Executive Bonus Plan Details of these interests are
disclosed in the Directors’ Remuneration report on pages 96 to 109

Share capital
At the date of this report, the ordinary share capntal of the Company was
$1,501,346,038 represented by 3,002,692,074 ordinary shares of $0 50 each

The Company has n place an equity capital management programme
(ECMP), under which up to 10% of the 1ssued share capital of the Company
can be purchased in the market by Batiss fnvestments Limited (Batiss) Batss
currently holds 28,428,786 ordinary shares, 0 95% of the Company's current
1ssued ordinary share capital Batiss waves its nghts to receve dividends on
the ordinary shares that it holds from tme to tme

At 31 December 2011, the independent trustee of the Xstrata plc Employee
Share Ownership Trusts held 5 028 048 shares under the terms of the trusts
for the benefit of employees and former employees of the Company

These trusts are discretionary and the shares are held to meet employees’
entitlements under the Company's Long Term Incenttve Plan and Executive
Committee Bonus Plan Employees have no voting nghts in relation to the
shares while they are held in trust The trustee has ful! discretion to exercise
voung rnights or to abstain from voting Shares acquired by employees through
the Company’s Long Term Incentive Plan rank pari passu with shares in issue
and have no special nghts On occasion, the trustee of the Employee Share
Qwnership Trusts waives its nght to recerve dividends on ordinary shares
that it holds

Major interests in shares

The table below shows the nterests representing 3% or mare in the
issued ordinary share capital of the Company which had been disclosed
to the Company as at the end of the period under review and interests at
8 March 2012

Number of Number of

ordmary shares % of ordinary ordinary shares % of ordinary
Name of ofUS$0 50 each ssued share  of US$0 50 each 1ssued share
shargholders at 3112 2011 capital at 0803 2012 capital
Glencore
Intemational plc* 1,010,403,999 3408 1,010,403 999 3364
BlackRock, Inc 184,002,078 621 170,097,051 5 &6
Qatar Holding LLC Less than 3% 107,634,086 358

*  The voting nghts compnsed in this interest are directly controfled by Finges

Significant contractual arrangements

Glencore International AG 1s Xstrata’s major shareholder and, at the date of
this document, holds 33 64% of Xstrata's 1ssued share capital A Relationship
Agreement regulates the relationship between Xstrata and Glencore to ensure
all commercial arrangements are transacted on an arm’s-length basis
Glencore 1s the sole distributor of Xstrata's nickel cobalt and ferronickel
production has sales agreements with Xstrata Copper for some of its copper
concentrate and copper cathode and 15 the marketing agent for much of
Xstrata Alloys’' ferrochrome and vanadum Glencore has a market advisory
role with Xstrata Coal Full details of related party contractual arrangements
are provided in Note 35 of the financial statements

The Compames Act 2004 requires disclosure of the following significant
agreements that contain provisions entitling the counterparties to exercise
termination or other nghts in the event of a change of control of the Company

Relationship Ag 1t

The Company Is party to the Relationship Agreement with Glencore
international AG (Glencore) dated 20 March 2002 The Agreement regulates
the continuing relationship between the parties In particular 1t ensures that
{a) the Company is capable of carrying on its business independently of
Glencore as a controlling shareholder (as such term 15 defined in the
Agreement) (b} transactions and relationships between Glencore (or any

of its subsidianies or affiliates) and the Company are at an arm’s length and

on normal commercial terms, () Glencore shall be entitled to nominate up

to three directors or (if lower or higher) such number of directors equal to
one less than the number of directors who are independent directors, and,
(d) directors of the Company nominated by Glencore shall not be permitted
to vote on any Board resolution, unless cthenwise agreed by the independent
directors, to approve any aspect of the Company's involvement in or
enforcement of any arrangements agreements or transactions with Glencore
or any of its subsidianes or affikates The Agreement provides that, save to
the extent required by law, the parties agree that they shall exercise ther
powers so that the Company 1s managed in accordance with the principles

of good governance set out in the Combined Code and that the provisions of
the Code of Best Practice set out in the Combined Code are complied with by
the Company It 1s expressed that the Agreement terrinates in the event that
Glencore ceases to be a controlling shareholder of the Company following a
sale or disposal of shares in the Company or if the Company ceases to be
hsted on the Offictal List and traded on the London Stock Exchange

-
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Directors’
report continued

US5$500 million notes due 2037

On 30 November 2007, Xstrata Finance [Canada) Limited issued $500 milion
6 F0% notes due 2037, guaranteed by the Company, Xstrata (Schweiz) AG
and Xstrata Finance (Dubal) Limited The terms of these notes require Xstrata
Finance {Canada) Limited to make an offer to each noteholder to repurchase
zll or any part of such holder's notes at a repurchase price i cash equal to
101% of the aggregate principal amount of the notes so repurchased plus any
accrued and unpaid interest on the principal amount of the notes repurchased
1o the date of repurchase, if both of the following occur

{) a change of control (as defined in the terms and conditions of the notes}
of Xstrata, and

(1) the notes are rated below investment grade by each of Moody's and
Standard & Poors on any date from 30 days prior to the date of the
public notice of an arrangement that could result in a change of control
{as defined in the terms and conditions of the notes) until the end of the
40-day penod following public notice of the occurrence of a change
of control

€600 milhon notes due 2015

©On 23 May 2008, Xstrata Canada Financial Corporation issued €600,000,000
& 25% guaranteed notes due 2015 and £500,000,000 7 375% guaranteed
notes due 2020 (the 2008 MTN Notes} The 2008 MTN Notes are guaranteed
by each of Xstrata plc, Xstrata (Schweiz) AG Xstrata Finance (Dubai) Limited
and Xstreta Finance (Canada) Limited and were issued pursuant to the
$5,000 000 000 Euro Medium Term Note Programme

Pursuant to the terms and conditions of the 2008 MTN Notes, if

{) a change of control occurs (as defined in the terms and conditions
of the 2008 MTN Notes), and

{1} the 2008 MTN Notes carry, on the relevant announcement date
of the change of control

{a) an ;nvestment grade credit rating 1s either downgraded to
a non-investment grade credit rating or is withdrawn, or

{b} a non-investment grade credit rating 1s downgraded by one
or more notches or 1s withdrawn, or

{c) no credit rating and a negative rating event (as defined i the terms and
conditions of the 2008 MTN Notes} occurs, each holder has the option to
require Xstrata Canada Financial Corp to redeem such 2008 MTN Notes tin
cash at the principal amount plus interest accrued to (but excluding) the
date of redemption

US%$6 O bullion syndicated facility

On 24 QOctober 2011, Xstrata {Schweiz) AG and the Company entered into

a $6 0 billon multicurrency revolving syndicated loan facility agreement with
the banks and financial institutions named therem as lenders (the Syndicated
Faciles Agreement) and Barclays Capital acting as facility agent

Upan a change of control, no borrower may make a further utiisation unless
otherwise agreed The majonty lenders, as defined in the agreement, can also
require that the Syndicated Faciities Agreement 1s iImmediately terminated
and declared that all outstanding loans become immedhately payable
Alternatively, f the majonity lenders do not require cancellation, but a specific
lender does on the basis of internal pohicy that partcular lender can require
that its commitments are cancelled and all amounts outstanding in respect of
that lender's commitments shall becorme immediately payable

US$3 O billion mults-tranche notes

On 3 November 20111, Xstrata Finance {Canada} Limited 1ssued $800 million
2 85% notes due 2014, $700 millon 3 6% notes due 2017, $1 0 billon 4 95%
notes due 2021 and $500 million & 0% notes due 2041 The notes are !
guaranteed by the Company The terms of the notes contain change of :
contral pravisions, in substance, sdentical to those set out In the referenced

US$500 million notes due 2037 above

Xstrata plc Long Term Incentive Plan

The rules of our employee share plans set out the consequences of any
change of control of the Company on employees’ nghts under the plans
Generally such nghts will vest on a change of contral and parucipants will
become enttled 1o acquire shares or (n some cases, to the payment of a
cash sum of equalent value

Articles of Association

Qur Articles of Association {adopted by special resolution on 19 March 2002
and amended by special resolutions passed on ¢ May 2005, 6 May 2008, and
5 May 2010} may only be amended by special resolution at a general meetng
of the shareholders

Share rights

The nghts and obligations attached to Xstrata’s ordinary shares are set out in
the Articles of Association copies of which can be obtaned from Compantes
House in the UK or by writing to the Company Secretary Subject to the
Companies Acts (as defined in the Articles of Associaton), and without
prejudice to any nghts attached to any existing shares or class of shares, any
share may be 1ssued with such rights or restrictions as the Company may by
ordinary resolution determine or, subject to and in default of such
determination as the Board may determine

Ordinary shares

Holders of ordinary shares are entitled to attend, speak and vote at general
meetings of the Company, and to appoint proxies to exercise thewr nights
Holders of ordinary shares may recewe a dividend and on a winding up may
share in the assets of the Company

Deferred shares

The holders of deferred shares have neither the night to receive notice of any
Company AGM or to attend speak or vote at any such meeting The deferred
shares have no nghts to dwidends and, on a winding up or other return of
capttal, entitle the holder only to the repayment of the amounts paid upon
such shares after repayment of the nominal amount paid up on the ordinary
shares, the nominal amount paid up on the special voting share plus the
payment of £100,000 per ordnary share The Company may, at its option,
redeem all of the deferred shares in 1ssue at any vme (but subject to the
minimum capital requirement of the Companies Act 2006) at a price not
exceeding £1 00 for each share to be pawd to the relevant registered holders
of the shares

Special voting share

Certain nghts that are nalienable under Swiss law have been preserved

n our Articles of Association by creating a special voting share that carres
weighted voting nghts sufficient to defeat any resolution that could amend
or remove these entrenched nghts The hoelder of the special voting share 1s
the Law Debenture Trust Corporation plc which has entered into a voting
agreement with the Company, specifying the condrtions upen which it 1
enttled to exeroise its nght to vote The special voting share does not carry
a nght to receve dividends and 1s entitled to no more than the amount of
capital paid up in the event of iquidation




Voting rights

Subject to the nghts and restrictions attached to any class of shares

() on a show of hands every member present in person or by proxy has one
vote (save that neither the holder of the special voting share nor any
holder of deferred shares shall be entitled to vote) and a proxy appointed
by a member on behalf of such members shareholding shall alsc have one
vote,

{n) on a poll

{a) every member present in person or by proxy {except the holder of the
special voting share and any holder of the deferred shares) shall have

{) one vote for each fully paid share, and

) for each partly-paid share, such proporucn of the votes attached to a fully
paid share as would mean that such proportion is the same as the
proportuon of the amount paid up on the total 1ssue price of that share,

(b} the holder of the special voting share shall, on an Entrenched Rights
Action, have enough votes to defeat the resclution but on all other
decisions, shall have no votes, and

(c) the holders of the deferred shares shall not be enutled to vote

Restrictions on transfer of shares
There are no restrictions on the transfer of ordinary shares in the company
other than

() the nght of the Board to refuse to register the transfer of a certificated

share that 1s not a fully paid share provided that the refusal does not prevent
dealings in shares of that class in the Company from taking place on an open
and proper basts The Board may also refuse to reguster the transfer of a
certficated share, unless the instrument of transfer (a) 1s lodged duly stamped
(if applicable) with the Company and (except where the shares are registered
in the name of a racognised person and no certficate shall have been 1ssued
therefore 1s accompanied by the relevant share ceruficate and such other
evidence of the nght to transfer as the Board may reqpuire), {b) 1s in respect of
one class of share only, and (¢) 1 1n favour of not more than four persons,

(i) pursuant to our share dealing code whereby directors require, and
employees may require, approval to deal in Xstrata's shares,

() certain restrictions may from time to tme be imposed by laws and
regulations (for example, insider trading laws), and

{v)where a person whose shares represent at least a 0 25% interest in Xstrata’s
shares has been served with a disclosure notice and has faled to provide
the Company with information concerning interests in those shares, except
as otherwise provided in the Articles

The Company 15 not aware of any arrangements between shareholders
that may result In restrictions on the transfer of ordinary shares and for
voting rights

The Board must decline to register any transfer of the special voting share
unless approved in accordance with a voting deed between the Company and
the holder of the spectal voting share

Annual General Meeting

The Annual General Meeting (AGM) of the Company will be held at
Theater-Casino Zug, Artherstrasse 2-4 Zug Switzerland on 1 May 2012 at
11 am {Central European Summer Ttme) A live webcast will be provided
through www xstrata com A telephone dal in facility will also be provided
on a listen only basis Further details of the dial-in facility and webcast will
be available at www xstrata com at least one week prior to the meeting

Full details about the AGM, including explanatory notes, are contaned m
the Notice of AGM, which will be sent 1o shareholders at least 20 working
days beforehand The Notice sets out the resolutions to be proposed and
an explanaton of each All documents relating to the AGM are available at
www xstrata com

Electronic copies of the annual review and financial
statements 2011 and other publications

A copy of the 2011 Annual Report {which includes the Annual Review and
financial statements, Directors” report incorporating a Corporate Governance
repart and directors’ Remuneration Report), the Notice of the AGM, the 2011
Sustainability report {avaitable in early April) and other corporate publications,
reports, press releases and announcements are available at www xstrata com

Responsibility statement

Pursuant to Disclosure and Transparency Rule 4 1 12, each of the directors
whase names are listed on pages 84 to 85 have confirmed to the best

of thew knowledge

() the financial statements, prepared in accordance with the applicable
set of accounting standards give a true and fair view of the assets,
habilities, financial position and prafit of the Company and the
undertakings included in the consolidation taken as a whole and

(19} the directors' report including those sections incorporated therein by
reference includes a fair review of the development and performance of
the business and the position of the Company and the undertakings
included in the consolbdation taken as a whole, together with a description
of the pnncipal nsks and uncertainties that they face

Disclosure of information to auditors

Having made enquines of fellow directors and of Xstrata s auditors, sach
director confirms that so far as they are aware there 15 ne relevant audit
information of which Xstrata’s auditor 1s unaware Each director has taken all
necessary steps to make themselves aware of any relevant audit information
and to establish that Xstratas audror 15 aware of that nformation

Going concern

The directors believe, after making inquines that they consider to be
appropriate that the Company has adequate resources to continue In
operational existence far the foreseeable future For this reason they continue
to adopt the going concern basis in prepanng the financial statements

The directors have made this assessment after consideration of the Company's
budgeted cash flows and related assumptions, undrawn debt facilities debt
matunity review, analysis of debt covenants, and in accordance with Going
Concern and Liquidity Risk Guidance for Directors of UK Companies 2009
published by the Financial Reporting Council in October 2009

By order of the Board

O kT

Richard Elliston
Company Secretary
15 March 2012
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Christian Bruneau’s story

Director HSE and Security
Xstrata Nickel, News Colendonia

‘I have the
impression that
we could move
mountains with
the people who
work here..”
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Statement of directors’ responsibilities in
relation to the Group and the Parent
Company financial statements

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with applicable United Kingdom law and regulations
Under company law, the directors are required to prepare Group financial statements in accordance with International Financial Reporting Standards as
adopted by the European Union (IFRS) and have elected to prepare Company financial statements in accordance with United Kingdom Generally Accepted
Accounting Prineiples (UK GAAP) The directors must not approve the financial statements unless they give a true and fair view of the state of affairs of the
Group and the Company and of the profit or Ioss of the Group and the Company for that period

In the case of the Group's IFRS financial statements, the directors are required to prepare Group financial statements for each financial year which present
fairly the financial position of the Group and the financial performance and cash flows of the Group for that period In preparing the Group financial statements
the directors are required to

¢ select sutable accounuing policies in accordance with 1AS 8 'Accounting Pohcies Changes in Accounting Estimates and Errors and then apply them
consistently,

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

provide additional disclosures when compliance with the specific requirements in IFRS 15 insufficient to enable users to understand the impact of particular
transactions other events and conditions on the entity's finanaial position and financial performance and

» state that the Group has complied with IFRSs

tn the case of the Company's UK GAAP financial statements, the directors are required to prepare financial statements for each financial year which give a rue
and fair view of the state of affairs of the Company and of the profit and loss of the Company for that peniod In prepaning these financial statements, the
drrectors are required to

* select sutable accounting policies and then apply them consistently
= make judgements and estimates that are reasonable and prudent and

*» state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed and explained in the financial
statements

The directors are responsible for keeping proper accounting records which drsclose with reasonable accuracy at any tme the financial position of the Group
and the Company and enable them to ensure that the Group financial statements and the Directors' Remuneration report comply with the Comparues Act
20046 and that the Group financral statements comply with Article 4 of the IAS Regulation They are also responsible for safeguarding the assets of the Group
and hence for taking reasonable steps for the prevention and detection of fraud and other iregulanties

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 the Companies Act 2006 and regulations In addiion, the directors are responsible for the mamtenance and integrity of
the corporate and financial information included on Xstrata s website Legislation in the UK goveming the preparation and dissemination of financial
statements may differ from legislation in other junisdictions




Independent Auditor’s report to the
members of Xstrata plc

We have audited the Group financial staterments of Xstrata ple for the year
ended 31 December 2011 which compnse the consolidated income
statement, the consolidated statement of comprehensive income the
consolidated balance sheet, the consolidated cash flow statement, the
consolidated statement of changes in equity and the related notes 1 to 37
The financial reporting framework that has been applied in their preparation
1s applicable law and International Financial Reporting Standards (IFRS) as
adopted by the European Union

This repart 1s made sclely to the Company's members as a body,

in accordance with Chapter 3 of Part 16 of the Companies Act 2006

Our audit work has been undertaken so that we mught state to the Company’s
members those matters we are required to state to them in an auditor's
repert and for no other purpose To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than the Company
and the Company's members as a body, for our audit work for this report, or
for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the statement of directors responstbiliies set out
on page 114, the dwectors are responsible for the preparation of the Group
financial statements and for being satisfied that they give a true and fair view
Qur responsibility 1s to audit and express an opinion on the Group financial
statements in accordance with applicable law and Internationat Standards on
Auditing {UK and Ireland) Those S1andards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in
the financial statements sufficient to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting
palicies are appropnate to the Group's circumstances and have been
consistently apphied and adequately disclosed, the reasonableness of
sigrificant accounting estimates made by the directors, and the overall
presentauion of the financial statements In addition we read all the financial
and non-financial Information in the Annual Report to idenufy matenal
inconsistencies with the audited financial statements i we become aware of
any apparent matenal misstatements or inconsistencies we consider the
implications for our report

Opinion on financial statements
In our opinton the Group financial statements

¢ gwve atrue and far view of the state of the Group s affairs as
at 31 Decernber 2011 and of 1ts profit for the year then ended,

* have been properly prepared in accordance with IFRS as
adopted by the Eurapean Union, and

» have been prepared in accordance with the requirements
of the Companies Act 2006 and Arucle 4 of the IAS Regulation

Opinion on other matters prescribed by the Companies Act 2006
In our opinion

« the information given in the Directors report for the financiat year for which
the Group financial statements are prepared 1s consistent wath the Group
financial statements, and

the information given in the Corporate Govemance report as

set out on page 87 to 95 with respect to intemal control and nisk
management systerns n relavon to financial reporting processes and about
share capital structures 15 consistent with the Group financial statements

Matters on which we are raquired to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we ara required to report to you
if, tn our opinon

certain disclosures of Directors’ remuneration specified by law are not
made,

wa have not receved all the information and explanations we require for
our audit, or

a Corporate Governance report has not been prepared by
the Company

Under the Listing Rules we are required to review

» the Directors’ report, set out on page 113, in relation
to going concem

o the part of the Corporate Govemance report relating to the Company s
compliance with the nine provisions of the June 2008 Combined Code
speciiied for cur review, and

» cenan elements of the report 1o shareholders by the Board
on Directors’ remuneration

Other matters

We have reported separately on the Parent Company financial statements of
Xstrata ple for the year ended 31 December 2011 and on the information in
the Durectors remuneration report that 1s described as having been audited

q o

Mirco Bardella (Semor Statdtory Auditdr)
for and on behalf of Emst & Young LLP, Statutory Auditor
Lendon, United Kingdom

15 March 2012

The maintenance and integrity of the Xstrata plc website 1s the responsibility
of the directors the work camed out by the auditors does not involve
consideration of these matters and, accordingly, the auditors accept no
responsibility for any changes that may have occurred to the financial
statements since they were imitally presented on the website
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Consolidated income statement

For the year ended 31 December 2011

Before Before

axceptional Exceptional Total exceptional Exceptional Total
US$m Notes tems terns! 2011 items items' 2010
Revenue 33,877 - 33,877 30 499 - 30,499
Operating costs” (22,229) 16 (22,213) (20113} 7 (20,106}
Cperating profit before interest, taxaton,
depreciaton and amortisaton 11,648 16 11,664 10 384 7 10,393
Depreciation and amortisation 3,217) - {3,217) {2,732} - {2,732}
Impairment of assets - (4569} {469) - {559) (559)
Reversal of assets previgusly impared - 463 4463 - -
Operating profit 843 10 8,441 7,654 (552) 7102
Share of results from associates 20 29 12 a1 15 6) 9
Profit before interest and taxation 8,460 22 8,452 7,669 {558) 7111
Finance income 137 - 137 152 - 152
Finance costs (452) (19} (471) (620) {35) (655)
Profit before taxation 8,145 3 8,148 7.201 (593) 5,608
Income tax (charge)/eredit 1 (2,140) (75) (2,215} (1,782) 129 (1,653)
Profit/{loss) for the year 6,005 (72) 5,933 5,419 (464) 4955
Attnbutable to
Equity holders of the parent 5,785 {72) 5,713 5,152 {464) 4488
Non-controlling interests 220 - 220 267 - 267

6,005 {(72) 5,933 5,419 {464) 4955

Earmings per share {(US$)
- basic 12 197 (0 02) 195 177 (0 16} 161
— diluted 12 195 (0 02) 193 174 {0 16) 158

1 Exceptional rtems are sgnificant mems of income and expense presented separataly due to thew nature or the expected infrequency of the events giving e to them Thase items are disclosed i further detail

0 note 10
* Before depreciazon smoruzavon and unparment charges




Statement of comprehensive income

For the year ended 31 December 2011

USm 2011 2010
Profit for the year 5,933 4,955
Income and expenses recognised directly in equity
Actuarial fosses on defined benefit pension plans (195) {301)
Income tax benefit 50 76
{Losses)/gains on avallabte-for sale financial assets 37 118
Income tax expense (5) 13)
Gans on cash flow hedges 29 a8
Income tax expense (4] 41
Foreign currency translation {losses)/gains (1,309) 2,459
Income tax benefit/{expense) 2 (48
{1.474) 2338
Transfers to the income statement
Gains on cash flow hedges (59} {115}
Income tax expense 28 45
Gains on avallable-for-sale financial assets (8) {73}
Income tax expense [ —
Other comprehensive (loss)/income (1,507) 2,195
Total comprehensive income for the year 4,426 7,150
Attributable to
Equity holders of the parent 4,210 6,896
Non-controlling interests 216 254
4,426 7 150
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Consolidated statement of financial position

As at 31 December 2011

Ys$m Notes 2011 2010
Assats
Non-current assets
intangible assets 14,15 8,228 8,400
Property, plant and equipment 16 51,454 45,684
Biologecal assets 17 23 23
Inventories 18 7 45
Trade and other recewables 19 210 1468
investments in associates 20 1,769 1,786
Available-for-sale financial assets 22 258 347
Derivative financial assets 23 480 570
Other financial assets 24 743 514
Pension assets 34 - 1
Prepayments 4 32
Deferred tax assets 11 44 299
43,457 58,069
Current assets
Inventories 18 5,242 4,763
Trade and other recewvables 19 3,742 4,463
Derivative financial assets 23 96 236
Prepayments 347 270
Cash and cash equivalents 2% 1,948 1,722
Assets classified as held-for-sale 8 - 183
11,375 11,637
Total assets 74,832 69,706




LS%m Notes 2011 2010
Equity and habilities
Capital and reserves — attributable to equity holders of Xstrata plc
Issued capital 26 1,482 1,482
Share premium 26 15,458 15,458
Own shares 26 {1,140) (1,181)
Other reserves 26 6,681 8,039
Retained earnings 21,183 146,478
43,664 40,276
Non-controlling interests 2037 1,762
Total equity 45,701 42,038
Non-current Liabilities
Trade and other payables 27 a2 88
Interest-bearng loans and borrowings 28 8,804 7,154
Derwative financial liabilities 29 417 366
Other financial liabilibes 30 708 654
Prowisions 31 3,708 3348
Pension deficit 34 6%2 625
Deferred tax liabilities 11 6,250 6 348
Other habilities 32 B 9
20,669 18 614
Current habilities
Trade and other payables 27 5,102 4,802
Interest-bearing loans and borrowings 28 1.566 2,318
Derwvatve financial habilities 29 65 383
Prowvisions 3 778 71
Income taxes payable 896 654
Other habilities 32 55 30
Liabiliues classified as held-for-sale B - 156
8,462 2,054
Total habiliies 29,131 27 668
Total equity and habihities 74,832 69.706

The financial statements on pages 118 to 187 were approved by the Board of Directors on 15 March 2012 and signed on its behalf by

Trevor Reid
Chief Finanoial Officer
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Consolidated cash flowy

For the year ended 31 December 2011

staterment

US$m Notes 201 2010
Profit before taxation 8,148 6,608
Adjustments for

Finance income 10 (137) (152)
Finance cost 10 471 655
Share of results from associates 20 @1 ()]
Net profit on disposal of property, plant and equipment (54} )}
Lrability fair value adjustments 10 - (19
Profit on sale of operations 8 {56) -
Available-for-sale financial assets wnite-down 10 a3 -
Depreciation 10 3,118 2,639
Amortisation 10 99 93
imparrment of assets 10,15 449 559
Reversal of assets previously impaired 10 15 (463) -
Share-based compensation plans 10 (4) 178
Decrease/(increase} in trade and other receivables 637 (1,178)
Increase in other assets {487) 414)
Increase 1n inventones {604) (38)
tncrease In trade and other payables 450 691

(Decrease)/increase In provisions (274) 332
Other non-cash movements 20 5
Cash generated from operations 11,335 9 949
Income tax paid (1,664) {1442}
Interest paid (379} (332}
Intarest receved 64 34
Dividends receved 2 4
Net cash flow from operating activities 9,358 8,213

Purchase of property, plant and equipment (8,108) (5819)
Proceeds from sale of property plant and equipment 33 22
Purchase of intangible assets 14 31 {1
Proceeds from the sale of avallable-for-sale assets 22 51 135
Purchase of avalable-for-sale financial assets 29) -
Proceeds from disposal of other financial assets - 2,250
Acquisition of interest in associates 20 - (58)
Acqusiton of subsidianes net of cash acquired 7 {20%) (365)
Acquisition of assets {327) -
Proceeds from disposal of joint ventures, net of disposal costs and cash disposed - 463
Proceeds from disposal of subsidianes, net of disposal costs and cash disposed 8 - 3

Distributions from other financial assets - 184
Net cash flow used in Investing activities {8,620) (3,196)
Purchase of own shares 26 {18) (4R )]
Disposal of own shares 15 14
Proceeds from interest-beanng loans and borrowings 6,929 79
Repayment of interest-beanng loans and borrowings {6,194) (3,930)
Payment of finance lease labihities {46} (51)
Dividends paid to equity bolders of the parent 13 (967) (379)
Drvidends pawd to nen-controlling interests (209) (243)
Net cash flow from financing activities (490) 4 521)
Net increase In cash and cash equivalents 248 496
Net foreign exchange difference (15) 49
Cash and cash equivalents at 1 January 1,710 1,165
Cash and cash equivalents at 31 December 25 1,943 1,710




Statement of changes in equity

For the year ended 31 December 2011

Attnbutable to equity hotders of the parent

Convertible Other
borrowings resenves Nan-

lssued Share Crwin - equity frefer to Retained controlling Total
US$m capital premism shates component note 28) eamings Total Interests equity
At 1 January 2010 1,469 15,096 (1 306} 56 5,606 12,361 33,282 1,637 34,919
Comprehensive income - - - - 2,433 4,463 6,896 254 7.150
Issue of share capital 13 362 - (56) - 20 339 - 339
Own share purchases - - 11 - - - 1 - n
Own share disposals - - 136 - - (122} 14 - 14
Cost of {FRS 2 equity settled share-based
compensation plans - - - - - 135 135 - 135
Acquisition of subsidianes - - - - - - - 114 14
Dindends paid {refer ta note 13} - - - - - {379) (379) (243) (622)
At 31 December 2010 1,482 15,458 (1,181) - 8,039 16,478 40,276 1,762 42,038
Comprehensive income - - - - (1,358) 5,568 4,210 216 4,426
Own share purchases - - a8 - - - (18 - (e
Own share disposals - - 59 - - (44) 15 - 15
Cost of IFRS 2 equity settled share-based
compensation plans - - - - - 148 148 - 148
Acquisition of subsidianes - - - - - - - 258 258
Capital contributions - - - - - - - 10 10
Dividends paid (refer to note 13) - - - - - (967} (967) (209) (1,176)
At 31 December 2011 1,482 15,458 (1,140} - 4,681 21,183 43,664 2,037 45,701
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Notes to the financial statements

1 Corporate information

The consolidated financial statements were authorised for issue in accordance
with a Directors’ resolution on 15 March 2012 The ultmate parent entity of
the Group Xstrata plc, 1s a publicly traded imnted company incorporated in
England and Wales and domiciled in $witzerland Its ordinary shares are
traded on the London and Swiss stock exchanges

The principal acuvities of the Group are descnbed in note 9

2 Statement of complience

The consolidated financial statements of Xstrata plc and its subsidianies (the
Groupj are prepared in accordance with International Financial Reporting
Standards (IFRS) 1ssued by the International Accounting Standards Board
{IASB} and interpretations of the International Financial Reporung
Interpretations Commuttee {IFRIC}, as adopted by the European Union,
effective for the Group’s reporting for the year ended 31 December 2011

3 Basis of preparation

The consolidated financial statements are presented in US dollars, which 1s
the parent’s functional and presentation currency, and all values are rounded
to the nearest millon except where otherwise indicated

The accounting policies in note 6 have been applied in preparning the
consolidated financial statements

4 Significant accounting estimates

The preparation of these financial statements requires management to make
judgemenits, estmates and assumptions that affect the reported amounts of
revenues expenses, assets and liabilives, and the disclosure of contingent
labiliwes at the date of the financal statements Actual cutcomes could differ
from these estimates

The below are the most cntical jJudgements estimates and assumptions

Estimated recoverable reserves and resources

Estimated recoverable reserves and resources are used to determine the
depreciation of mine production assets n accounting for deferred stripping
costs and in performing impairment testing Estimates are prepared by
appropnately qualified persons, but will be impacted by forecast commodity
prices exchange rates production costs and recovenes amongst other
factors Changes in assumptions will impact the carrying value of assets and
deprecianon and impairment charges recorded in the mncome statement

Environmantal rehabilitation costs

The provisions for rehabilitation costs are based on estimated future costs
using infarmation available at the balance sheet date To the extent the
actual costs differ from these estimates, adjustments will be recorded and the
income statement may be impacted (refer to note 31)

Impairment testing

Note 15 outhines the significant judgements and assumptions made In
perforring impairment testing of non-current assets Changes in these
assumputions may alter the results of Impairment testing, imparment charges
recorded in the income statement and the resulting carrying values of assets

Share-based payments, defined benefit pension plans and post-
retirement medical plans

Note 34 outhnes the significant assumptions macdle when accounting for
share-based payments, defined benefit pension plans and post-retrement
medical plans Changes to these assumptions may alter the resulting
accounting and ultmately the amount charged to the mcome statement

5 Changes in accounting policies, new standards and
Iinterpretations not appled

Changes in accounting policies

The accounting policies adopied in the preparation of the consolidated
financial statements are consistent with those followed in the preparation of
the Group s annuat financial statements for the year ended 31 December
2010, except for the adoption of the following new standards and
nterpretatons

» IAS 24 Related Party Transactions {Amendment} The IASB issued an
amendment to IAS 24 that clanfies the definitions of a related party The
new definiions emphasise a symmetrical view of related party relationships
and clanfies the circumstances in which persons and key management
personnel affect related party relationships of an entity In addwion, the
amendment introduces an exemption from the general related party
disclosure requirements for transactions with government and entities that
are controlled, jointly controlled or sigmificantly influenced by the same
government as the reporting entity The adoption of the amendment did
not have any impact on the financial posiion or performance of the Group

IFRIC 14 Prepayments of 8 Mintmum Funding Requirement
{Amendment} The amendment removes an unintended consequence
when an entity 1s subject to minimum funding requirements and makes an
early payment of contnbutions to cover such requirements The
amendment permits a prepayment of future service cost by the enuty to be
recognised as 2 pension asset The Group does not make early payments
of contributions to cover its mimimurm funding requirements therefore the
amendment of the interpretation has ne effect on the financial position er
performance of the Group

« Improvements to IFRSs In May 2010 the IASB tssued its third omnibus of
amendments to nts standards, pnmanly with a view to removing
inconsistencies and clanfying wording There are separate transivonal
provisions for each standard The adoption of the amendments resulted in
changes to accounung policies, but no impact on the financial position or
performance of the Group

The following interpretation and amendments to interpretations did not have
any impact on the accounting policies, financial position or performance of
the Group

» IFRIC 19 Extnguishing Financial Liabdities with Equity Instruments

New standards and intarpretahions not apphed

The IASB and IFRIC have ssued the following standards and interpretations
with effective dates that are subsequent to 1 January 2012 Consequently,
these pronouncements will impact the Group's financial statements in future
periods

EfHfective date
IFRS 7 Financia! Instruments Disclosures — Enhanced
Derecognition Disclosure Requirements 1 January 2012
IFRS % Financial nstruments Classification and
Measurement 1 January 2013
IFRS 10 Consohdated Financial Statements 1 January 2013
IFRS 11 Joint Arrangements 1 January 2013
IFRS 12 Disclasure of Involvement with Other Entities 1 January 2013
IFRS 13 Fair Value Measurement 1 January 2013

IFRIC 20 Stripping Costs in the Producuon

Phase of a Suface Mine + January 2013

With the exception of amendments 1o IFRS 7, the Directors anticipate that
the adoption of these standards and interpretations on their effective dates
will have a matenial impact on the Group's presentation of financial
statenents in the penod of iniual application The Group will quanufy the
effect of IFRS 9 to 13 and IFRIC 20 as pant of iniial apphcation of the new
standards once the full extent of the impact can be determined




6 Principal accounting policies

Basis of consolidation

The financial statements consolidate the financial statements of Xstrata plc
{the Company} and its subsichanies {the Group) All inter entity balances and
transactions, including unrealised profits and losses anising from intra-Group
transactions, have been eliminated in full The results of subsidiaries acquired
or sold are consolidated for the penods from or to the date on which control
passes Control 1s achieved where the Group has the power to govern the
financial and operating policy of an antity so as to obtain benefits from its
activities This occurs when the Group has more than 50% voting power
through ownership or agreements, except where non controlling rights are
such that a non controlling sharehalder s able to prevent the Group from
exercising control In addmion, control may exist without having more than
50% voung power through ownership or agreements, or in the circumnstances
of enhanced non controlling nghts, as a consequence of de facto control De
facte control 1s control without the legal nght to exercise unilateral control,
and involves decision making ability that 15 not shared with others and the
abality to give directions with respect to the operating and financial policies of
the entity concerned Where there 13 a loss of control of a subsidiary, the
financial staterments include the results for the part of the reporting penod
duning which Xstrata plc has control Subsidharies use the same reporting
period and same accounting policies as Xstrata plc

Interosts in joint ventures

A joint venture 1s a contractual arrangement whereby two or more parties
undertake an economic actiaty that 1s subject to joint control The financial
statements of the Joint ventures are generally prepared for the same
reporting penod as the Company, using consistent accounting policies
Adjustments are made to bnng into line any disssimilar accounung policres
that may exrst in the underlying records of the joint venture

Jontly controlled operatons

A jointly controlled operation invalves the use of assets and other resources
of the Group and other venturers rather than the establishment of a
corparation, partnershlp or other entity

The Group accounts for the assets it controls and the liabilives st incurs, the
expenses it incurs and the share of income that it earns from the sale of
goads or services by the joint venture

Jontly controlled assets

A jointly controlled asset involves joint control and ownership by the Group
and other venturers of assets contnbuted to or acquired for the purpose of
the jaint venture, without the farmation of a corporation, partnership or other
enuty

The Group accounts for its share of the jointly controlled assets, any habilities
it has incurred, its share of any habilities jointly incurred with other venturers,
income from the sale or use of 1its share of the joint venture’s output, together
with its share of the expenses incurred by the joint venture, and any expenses
1t ineurs in relation to its Interest in the joint venture

Jontly controlled entities

A jointly controlled entity involves the establishment of a corparation
partnership or other legal entity in which the Group has an interest along with
other veniturers

The Group recogruses its interest in jointly controlled entities using the
proporuonate method of cansolidaton, whereby the Group's share of each of
the assets, habiities income and expenses of the jomt venture are combined
with the similar items, line by hne, in its consolidated financial statements

When the Group contributes or sells assets to a joint venture, any gain or loss
from the transaction 1s recognised based on the substance of the transaction
When the Group has transferred the nsk and rewards of ownership to the
Jjoint venture, the Group only recognises the portion of the gain or loss
attnbutable to the other venturers, unless the loss 1s reflecuve of an
imparment, In which case the loss Is recogrised in full When the Group
purchases assets from the joint venture, it does not recognise its share of the
profits of the joint venture from the transaction until it resells the assets to an
independent party Losses are accounted for in a similar manner unless they
represent an impairment loss, in which case they are recogmised immediately

Joint ventures are accounted for in the manner outhned above, until the date
on which the Group ceases to have joint control over the joint venture

investments in associates

Entities in which the Group has significant influence and which are neither
subsidiaries nor joint ventures, are assaciates, and are accounted for using
the equity method of accounting

Under the equity method of accounting, the investment in the associate 1s
recogmsed on the balance sheet on the date of acquisibion at the fair value of
the purchase consideration where this 1s lugher than the fair value of the
dentifiable net assets acquired, or, if the purchase consideration is less than
the fair value of the identifiable net assets acquired, at the fair value of the
identfiable net assets acquired In this way goodwill is included within the
associate balance when the farr value of the investment 15 less than the
consideration pard The carrying amount 1s adjusted by the Group's share of
the post acquisiion profit or loss, depreciation amortisation or impairment
ansing from farr value adjustments made at date of acquisiion and certain
mnter-entity transactions together with a reduction for any dividends received
or recevable from the associate Where there has been a change recognised
directly in the equity of the associate, the Group recogmises its share of such
changes in equity

The financial statements of the associates are generally prepared for the
same reporting penod as the Group, using consistert accounting policies
Adjustments are made to bring into hine any dissimilar accounting policies
that may exist in the underlymg records of the associate Where an associate
prepares its financial statements using a different reporting period, an
esumate of the Group s share of the assonate s profit or loss 1s made based
on the most rehable information avaitable Adjustments are made in the
consolidated financial statements to eliminate the Group's share of unrealised
gains and losses on transactions between the Group and its associates

The Group discontinues its use of the equity method from the date on which
it ceases to have significant influence, and from that date accounts for the
investment in accordance with 1AS 39 {with its imitial cost being the carrying
amount of the associate at that date), provided the investment does not then
quabfy as a subsidsary or joint venture

The Group s income statement reflects the share of associates results after
tax and the Group's statement of recognised income and expense includes
any amounts recogrised by associates outside of the income statement

Business comb:inations

©n the acquisition of a subsidiary the acquisition method of accounting 1s
used, whereby the purchase cansiderauon is allocated to the idenufiable
assets, habilites and conungent Labiiies (identfiable net assets) on the basis
of fair value at the date of acquisition Those mining nghts, mineral reserves
and resources that are able to be relably valued are recognised in the
assessment of farr values on acquisiion Other potential reserves, resources
and muneral nghts, for which in the Directors’ opinion values cannot be
reliably determined, are not recognised Acquisition costs are expensed

When the cost of acquisition exceeds the fair values attnbutable to the
Group's share of the idenufiable net assets, the difference 1s treated as
purchased goodwill which 1s not amortised but 1s reviewed for imparrment
annually or where there 15 an indication of Impairment If the far value
attributable to the Group's share of the identifiable net assets exceeds the
cost of acquisition the difference 15 immediately recogmised in the income
statement

Non controlling interests represent the poruon of profit or loss and net assets
in subsidianes that are not held by the Group and are presented in equity in
the consolidated balance sheet separately from the parent’s shareholders’
equity

If the business combination 15 achieved in stages, the acquisition date fair
value of the acquirer's previously held equity interest in the acqurree 15 re-
measured to fair value at the acquisition date through profit or loss
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Notes to the financial statements continued

6 Pnincipal accounting policies continued

Any contingent consideration to be transferred by the acquirer will be
recognised at fair value at the acquisition date Subsequent changes to the
fair value of the contingent consideration that 1s deemed to be an asset ar
habality will be recognised in accordance with IAS 39 either in profit or loss or
as a change to other comprehensive income I the contingent consideration
1s classified as equity, it will not be re-measured

Subsequent settlement is accounted for within equity In instances where the
contingent consideratian does not fall within the scope of IAS 39 it is
measured in accordance with the appropnate IFRS

Similar procedures are applied in accounting for the purchases of interests in
associates Any goodwill ansing on such purchases is included within the
camyng amount of the investment in the associates, but not thereafter
amorused Any excess of the Group's share of the net farr value of the
associate’s identifiabte assets, iabilities and contingent habihties over the
cost of the investment s included in iIncome I the penod of the purchase

Foreign currencies

Financial statements of subsidianes, joint ventures and associates are
mamtained in ther functional currencies and converted to US dollars for
consolidation of the Group results The functional currency of each enuty 1s
determined after consideration of the pnmary economic environment of the
entity

Transactions in foreign currencies are translated at the exchange rates ruling
at the date of transaction Monetary assets and habilibes denormnated in
foreign currencies are retranslated at year-end exchange rates All differences
that anse are recorded in the iIncome statement except for differences ansing
on rehabelitation provisions which are capitalised for operating mines Non.
monetary assets measured at historical cost in a foreign currency are
translated using the exchange rates at the date of the imitial transactions
Where non monetary assets are measured at far value in a foreign currency,
they are translated at the exchange rates when the fair value was determined
Where the exchange difference relates to an item which has been recorded n
equity, the related exchange difference 15 also recerded in equity

On consolidauon of foreign operations inte US dollars, income statement
items are transiated at weighted average rates of exchange where thisis a
reasonable approximation of the exchange rate at the dates of the
transactions Balance sheet items are translated at closing exchange rates
Exchange differences on the re-translation of the investments in foreign
subsidianes, joint ventures and associates at closing rates, together with
differences between income statements translated at average and at closing
rates, are recorded In a separate component of equity Exchange differences
relating to quasi-equity inter-company loan balances with the foreign
operations that form part of the net investment in the foreign operation are
also recogrused in this component of equity On disposal or partial disposal
of a foreign enuty the deferred cumulative amount recognised in equity
relating to that particular foreign operation 1s recogrused in the income
statement

The following exchange rates to the US dollar {US$) have been applied

3 Average 3 Average

December 12 months December 12 months

2011 2011 2010 2010

Argentine pesos {US$ ARS) 4 3063 41282 3 9759 39119
Australian dollars (AUD US$) 10205 10331 10233 09208
Canadian dollars (US$ CAD) 10212 09892 09983 10302
Chilean pesos {US$ CLP) 5§19 50 483 83 468 00 51019

Colombian pesos (US$ COP} 1,938 1,848 1,920 1,898

Euros (EUR US$) 1 2960 13926 13387 13286
Great Britain pounds

(GBP US$) 1 5550 16041 15613 15456
Peruwvian nuevo sol {US$ PEN) 2 6904 27532 2 8063 2 8245
South Afncan rand (US$ ZAR) 80796 7 2642 6 6276 7 3159
Swiss francs (US$ CHF) 09376 0 8866 09346 10424

Revenue

Revenue associated with the sale of commodities 1s recognised when all
significant risks and rewards of ownership of the asset sold are transferred to
the customer, usually when insurance nsk has passed to the customer and the
commedity has been delivered to the shipping agent At this paint the Group
retains neither continuing managenat involvement to the degree usually
associated with ownership nor effective control over the commodities and the
costs incurred, or to be incurred n respect of the sale can be reliably
measured Revenue s recogmised, at fair value of the consideration
receivable, to the extent that it 1s probable that economic benefits will flow to
the Group and the revenue can be rebably measured Sales revenue is
recognised at tha fair value of consideration received, which in most cases is
invoiced amounts, with most sales being priced free on board (FOB), free on
rail (FOR) or cost, insurance and freight {CIF) Revenues from the sale of by-
products are also included in sales revenue Revenue excludes treatment and
refiming charges unless payment of these amounts can be enforced by the
Group at the time of the sale

For some commodiues the sales price 1s determined provisionally at the date
of sale, with the final price determined at a mutually agreed date generally at
a quoted market price at that ume This contractual feature has the character
of a commodity derivative As a result the invoice price on these sales are
marked-to-market at balance sheet date based on the forward metal prices
for the relevant quotational penod This ensures that revenue 1s recorded at
the far value of considerauon to be recewved All mark-to market adjustments
are recorded in sales revenue

interest income
Interest income 1s recognised as eamed on an accruals basts using the
effective interest method in the Income statement

Exceptional items

Excepuonal items represent sigmficant items of income and expense that,
due to their nature or the expected infrequency of the events giving nse to
them are presented separately on the face of the income statement to give a
better understanding to shareholders of the elements of financial
performance in the year, so as to facilitate comparison with prior periods and
to better assess trends in financial performance Exceptional items include,
but are not imited to impawment charges and reversals, liability far value
adjustments, profits and losses on the sale of investments, profits and losses
from the sale of operations, restructuring and closure casts, inventory write-
downs foreign currency gamns and losses on borrowings, loan ssue costs
wrtten-off on factity refinancing and the related tax impacts of these iterms

Property, plant and equipment

On initial acquisibon, land and buildings and plant and equipment are valued
at cost being the purchase price and the directly attributable costs of
acquisition or construction required to bring the asset to the focation and
condition necessary for the asset to be capable of operating in the manner
intended by management

In subsequent penods, bulldings plant and equipment are stated at cost less
accumulated depreciation and any impairmentin value whilst land s stated
at cost less any impairment in value and is not depreciated

Deprecation 15 provided so as to write off the costs, less estmated residual
values of bulldings and plant and equipment (based on prices prevailling at
the balance sheet date), on the following bases

Mine producton assets are depreciated using a unit of-production method
based on estimated economically recoverable reserves, which results in a
depreciation charge proportional to the depletion of reserves Buildings and
plant and equipment unrelated to production are depreciated using the
straight-line method based on estimated useful lives




Where parts of an asset have different useful lives, depreciation 1s calculated
on each separate part Each asset or part's estimated useful life has due
regard to both its own physical ife imitations and the present assessment of
economically recoverable reserves of the mine property at which the item 1s
located, and to possible future variations in those assessments Estimates of
remaning useful lives and residual values are reviewed annually Changes in
estmates are accounted for prospectively

The expected useful lives are as follows

Buildings
Plant and equipment

15 — 40 years
4 - 30years

The pet carrying amounts of land, buldings and plant and equipment are
reviewed for mpairment either indwidually or at the cash-generating umit
level when events and changes i circumstances indicate that the carrying
amounts may not be recoverable To the extent that these values exceed
their recoverable amounts, that excess 1s fully provided agatnst in the financial
year in which this 1s determined

Expenditure on major maintenance or repairs includes the cost of the
replacement of parts of assets and overhaul costs Where an asset or part of
an asset 15 replaced and 1t s probable that future economic benefits
associated with the itern will be available to the Group, the expenditura 1s
capitalised and the carrying amount of the item replaced derecognised
Similarly, overhaul costs associated with major maintenance are capitalised
and depreciated over their useful lives where 1t 1s probable that future
economic benefits will be available and any remaining carrying amounts of
the cost of previous overhauls are derecognised All other costs are expensed
as incurred

Where an item of property, plant and equipment 1s disposed of 1t1s
derecognised and the difference between its carrying value and net sales
proceeds 1s disclosed as a profit or loss on disposal in the Income statement

Any tems of property, plant or equipment that cease to have future
economic benefits are derecognised with any gain or loss included n the
wcome statement in the inancial year in which the item s derecogrised

Exploration and evaluation expenditure

Exploration and evaluation expenditure relates to costs incusred on the
exploration and evaluatian of potential mineral reserves and resources and
includes costs such as exploratory drilling and sample testing and the costs of
pre-feasibtlity studies Exploration and evaluation expenditure for each area
of interest, other than that acquired from the purchase of another mining
company, 15 carned forward as an asset provided that one of the following
conditions 15 met

* such costs are expected to be recouped in full through successful
development and exploration of the area of interest or altematively, by its
sale, or

exploration and evaluation activities in the area of mterest have not yet

reached a stage that permits a reasonable ment of the ce or
otherwise of economically recoverable reserves, and acuve and significant
operations in relation to the area are continuing, or planned for the future

Purchased exploration and evaluation assets are recognised as assets at their
cost of acquisition or at fair value 1If purchased as part of a business
combination

An impairment review 1s performed, either indinidually or at the cash-
generating unit level, when there are indicators that the carrying amount of
the assets may exceed thew recoverable amounts To the extent that this
occurs, the excess 15 fully provided against, in the financial year in which this
1s determined Exploraton and evaluation assets are reassessed on a regular
basis and these costs are carmied forward provided that at least one of the
conditions outlined above 1s met

Expenditure 1s transferred to mine development assets or capital work in
progress once the work completed to date supports the future development
of the property and such development receives appropnate approvals

Mineral properties and mine development expenditure
The cost of acquinng mineral reserves and mineral resources 1s capitahsed on
the balance sheet as incurred Capitalised costs (development expenditure)

include costs associated with a start-up period where the asset is available for
use but incapable of operating at normal levels wathout a commissioning
penod

Mineral reserves and capitahised mine development expenditure are, upon
commencement of producton depreciated using a unnt of production
method based on the estimated economically recoverable reserves to which
they relate or are wntten off if the property 1s abandoned The net camrying
amounts of mineral reserves and resources and capitalised mine
development expenditure at each mine property are reviewed for impairment
erther indwvidually or at the cash-generatng unit level when events and
changes in circumstances indicate that the carrying amount may not be
recoverable To the extent that these values exceed their recoverable
amounts, that excess s fully provided against in the financial year in which
this 15 determined

Capital work in progress

Assets in the course of construction are capitalised in the capital work In
progress account On completion the cost of construcuion 13 transferred
to the appropnate category of property, plant and equipment

The cost of property, plant and equipment comprises 1ts purchase price and
any costs directly attnbutable to bringing it into working condition for its
intended use

Costs associated with a start up penod are capitalised where the asset 1
available for use but incapable of operating at normal levels without a
comrussioning penod

Capital work in progress 1s not depreciated The net carrying amounts of
capital work in progress at each rmune property are reviewed for impawment
esther indmadually or at the cash-generating unit level when events and
changes in circumstances indicate that the carrying amount may not be
recoverable To the extent that these values exceed their recoverable
amounts, that excess 1s fully provided against in the financial year in which
this 1s determined

Leasing and hire purchase commitments

The determination of whether an arrangement 15 or contains a lease 15 based
on the substance of the amangement at inception date including whether the
fulfilment of the arrangement 1s dependent on the use of a specific asset or
assets or whether the arrangement conveys a nght to use the asset A
reassessment after incepuon s only made i speafic crcumstances

Assets held under finance leases, where substantially all the nsks and rewards
of ownership of the asset have passed to the Group, and hire purchase
contracts, are capitalised m the balance sheet at the lower of the farr value of
the leased property or the present value of the minimum lease payments
during the lease term calculated using the interest rate impliat in the lease
agreement These amounts are detemmined at the inception of the lease and
are depreciated over the shorter of therr estimated useful lives or lease term
The capital elements of future obligations under leases and hire purchase
contracts are included as liabilities in the balance sheet The interest elements
of the lease or hire purchase obligations are charged to the income
statement over the periods of the leases and hire purchase contracts and
represent a constant proportion of the balance of capital repayments
outstanding

Leases where substantially all the nsks and rewards of ownership have not
passed to the Group are classified as operatung leases Rentals payable under
operaung leases are charged to the income statement on a straight-line basis
over the lease term

Deferred stnpping costs

In open pit mining operations, it i1s necessary to remove overburden and
other waste in order to access the ore body Dunng the pre-producuon
phase, these costs are capitahsed as part of the cost of the mine property and
depreciated based on the mine's strip ratio

The costs of removal of the waste matenal dunng a mine’s production phase
are deferred where they give nse to future benefits The deferral of these
costs and subsequent charges to the iIncome statement, are determined with
reference to the mine’s stnp raue
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Notes to the financial statements continued

6 Principal accounting policies contrnued

The mine's stnp ratio represents the ratio of the estmated total volume of
waste, to the esimated total quantity of economically recoverable ore, over
the hfe of the rine These costs are deferred where the actual stnpping ratios
are higher than the average 'fe of mine strip ratio The costs charged to the
income statement are based on application of the mine’s stnp ratio to the
quantity of are mined in the penod Where the ore 1s expected to be evenly
distnbuted, waste removal 1s expensed as incurred

Biological assats

Biological assets, being cattle, are carned at their fair value less estmated
selling costs Any changes in fair value less estimated selling costs are
included in the income statement in the penod in which they arise

Intangible assets

Purchased intangible assets are recorded at the cost of acquisition including
expenses incidental to the acquisition, less accumulated amortisation and any
impaiment in value

Intangible assets acquired as part of an acquisition of a business are
capitalised separately from goodwill ff the asset 1s separable or anses from
contractial or legal nghts and the fair value can be measured reliably on
initral recognition

Intemally generated goodwill 1s not recognised

Intangible assets are amortised over their estimated useful lives, except
goodwill and those intangible assets that the Directors regard as having
indefinite useful lives, that are not amorused but are reviewed for imparment
at least annually, and whenever events or circumstances ndicate that the
carrying amount may not be recoverable Intangible assets are regarded as
having an indefinite Iife when, based on an analysis of all the relevant factors
there is no foreseeable imit to the period over which the asset is expected to
generate net cash flows Such analyses are performed annually Estimated
useful lives are determined as the perniod over which the Group expects to
use the asse1 or the number of production (or similar) units expected to be
obtained from the asset by the Group and for which the Group retains control
of access to those benefits

For intangible assets with a finite useful Iife, the amortisation method and
penod are reviewed annually and impaiment testing is undertaken when
circumstances indicate the carrying amount may not be recoverable

Where an intangible asset 1s disposed of, it 1s derecogmsed and the
difference between its carrying vatue and the net sales proceeds is reported
as a profit or loss on disposal In the Income statement in the financial year the
disposal occurs

Coal export nghts

Coal export nghts are camed at ¢ost and amortised using a unit-of-
production method based on the reserves that exist in the location that has
access to such rights

Software and technology patents
Software and technology patents are camed at cost and amortised over a
pernod of three years and 20 years respectively

Hydroelectneny nghts
Hydroelectricity nghts acquired will be amortised over the expected Iife of
the operation following the completion of construction

tong-term feed contract
A long-term feed contract 1s amorused over the remaining contract term

Impairment of assets

The carrying amounts of non-current assets are reviewed for impairment
whenever events or changes in circumstances indicate the carrying amounts
may not be recoverable if there are indicators of imparrment, a review 1s
undertaken to determine whether the carrying amounts are in excess of therr
recoverable amounts An asset’s recoverable amount s determined as the
higher of its fair value less costs to sell and its value-in-use Such reviews are
undertaken on an asset-by-asset basis, except where assets do not generate
cash flows independent of other assets in which case the review 1s
undertaken at the cash-generating unit level

Where a cash generating unit, or group of cash-generating units, has
goodwill allocated to it, or includes mtangible assets that are either not
available for use or that have an indefinite useful Iife {and which can only be
tested as part of a cash-generating unit) an impawrment test 1s performed at
least annually or whenever there 15 an indication that the carrying amounts of
such assets may be imparred

If the camrying amount of an asset exceeds its recoverable amount, an
impawment loss 1s recorded in the income staterment to reflect the asset at
the lower amount In assessing the value-in use, the relevant future cash flows
expected to anse from the conuinuing use of such assets and from thew
disposal are discounted to their present value using a market-determined
pre-tax discount rate that reflects current market assessments of the tme
value of money and asset-specific nsks for which the cash flow estmates have
not been adjusted Fair value less costs to sell is determined as the amount
that would be abtained from the sale of the asset in an arms-length
transaction between knowledgeable and willing parties For mming assets
this would generally be determined based on the present value of the
estimated futurs cash flows ansing from the continued use and eventual
disposal of the asset In assessing these cash flows and discounting them to
present value, assumptions used are those that an independent market
participant would ¢onsider appropriate

An impairment loss 1s reversed in the income statement if there 15 a change in
the estimates used to determine the recoverable amount since the prior
impawrment loss was recognised The cammying amount 1s increased to the
recoverable amount but not beyond the carrying amount net of
depreciation or amortisation that would have arsen if the pnor

impaiment loss had not been recagnised  After such a reversal the
depreciation charge is adjusted in future periods to allocate the asset s
revised carrying amount less any residual value, on a systematic basis

over its remaining useful ife Goodwill impairments are not reversed

Non-current assets held-for-sale and discontnued opersations
Non-current assets held-for-sale

Non-current assets and disposal groups are classified as held for sale of therr
camying amounts will be recovered through a sale transaction rather than
through continuing use This condmion 1s regarded as met only when the sale
15 highly probable and the assets or disposal groups are availabte for
immediate sale in their present condition The Group must be committed to
the sale which should be expected to qualfy for recognition as a completed
sale within one year of the date of classification

Non-current assets {or disposal groups) held-for-sale are carned at the lower
of the carrying amount pnor to being classified as held-for-sale and the far
value less costs 10 sell A non-current asset is not depreciated while classified
as held-for-sale

A non-current asset held-for-sale 15 presented separately in the balance sheet
The assets and hiabilimes of a disposal group classified as held-for-sale are
presented separately as one line in the assets and liabilities sections on the
face of the balance sheet

Discontinued operations

A discontinued operation 1s a component of an entity, whose operations and
cash flows are clearly distinguished both operationally and for financial
reporting purposes from the rest of the entity, that has been disposed of or
classified as held-for-sale To be classified as a discontinued operation one of
the following critena must be met

* the operation must represent a separate major line of business or
geographical area of operations or

« the operation must be part of a single co-ordinated plan to dispose of a
separate major ine of business or geograph:cat area of operations, or

s the operation must be a subsidiary acquired exclusively with a view to
resale

Where the operation 1s discontinued at the balance sheet date the results are
presented in one line on the face of the income statement, and prior pened
results are represented as discontinued




Financial assats

Financial assets are classified as esther financial assets at fair value through
profit or loss, loans and recevables, held-te maturity investments ar
available-for sale financial assets, as appropriate The Group determines the
classification of its financial assets at imitial recognition Where, as a result of a
change n intention or ability, 1t 1s no lenger appropnate to classify an
investment as held-to-matunty, the investment s reclassified into the
avallable-for sale category When financial assets are recogrised initially they
are measured at farr value on the trade date, plus, in the case of investments
not at far value through profit or loss, directly attnbutable transaction costs
All financial habilities are initially recognised at their farr value Subsequently,
all financial habiliues with the exception of dervatives are carned at
amortised cost

The Group considers whether a contract contains an embedded dervative
when the Group becomes a party to the contract Embedded derwvatives are
separated from the host contract if it 1s not measured at fair value through
profit and loss and when the economic charactensucs and risks are not
closely related to the host contract

Financial assets at farr value through profit or loss

Financial assets classified as held for trading are included in the category
financial assets at fair value through profit or loss Financial assets are
classified as held-for trading if they are acquired for the purpase of selling in
the near term Denvatives are also classified as held for-trading unless they
are designated as and are effective hedging instruments Gains or losses on
these items are recegrised n mcome

Loans and recewables

Loans and recewables are non-derwatve financial assets with fixed or
determinable payments that are not quoted in an actve market, do not
qualfy as trading assets and have not been designated as either farr value
through profit and loss or available for sale Such assets are carried at
amortised cost using the effective interest method

Gains and losses are recognised in income when the loans and recevables
are derecognised or imparred, as well as through the amortisation process
Trade and other recesvables are recogmsed and carned at their original
invoiced value, adjusted, where appropriate, for provisional pricang or thewr
recoverable amount if this differs from the invoiced amount Where the time
value of money 1s matenal, recevables are discounted and are carmed at thewr
present value A prowision 1s made where the esbmated recoverable amount
15 lower than the carmying amount

Avallable-for sale financial assets

Available-for sale financial assets are those nen-denvative financial assets that
are designated as available for-sale or are not classified in any of the other
three stated categornies After initial recognition available for-sale financial
assets are measured at fair value with gains or losses being recogrised as a
separate component of equity untl the investment is derecognised or until
the investment i1s determined to be impaired, at which ume the cumulative
gam or loss previously reported In equity 15 included in the income statement

Listed share investments are carried at fair value based on stock exchange
quoted pnces at the balance sheet date Unlisted shares are carnied at far
value where it can be rehably obtained otherwise they are stated at cost less
any impairment

Fair values

The fair value of quoted financial assets 1s determined by reference to bid
prices at the close of business on the balance sheet date Where there 1s no
active market, fair value 1s determined using valuation techniques These
include recent arm's-length market transactions, reference to current market
value of another instrument which 15 substantially the same discounted cash
flow analysis, and pricing models

Dervative financial instruments are valued using applicable valuaton
techniques such as those outhned above

De-recognition of financial assets and liabilities
Financial assets
A financial asset 1s de recognised when

+ the nights to receive cash flows from the asset have expired,

» the Group retains the nght to receive cash flows from the asset, but has
assumed an obligation to pay them in full without maternial delay to a third
party under a 'pass-through’ arrangement, or

» the Group bhas transferred s nghts to recewve cash flows from the asset and
either has transferred substantially all the risks and rewards of the asset or
has nesther transferred nor retained substanually all the risks and rewards of
the asset but has transferred control of the asset.

Where the Group has transferred its nght ta receve cash flows from an asset
and has neither transferred nor retained substanually all the risks and rewards
of the asset nor transferred conwal of the asset it conbnues to recognise the
financral asset to the extent of its continuing Involvement in the asset

Financial habilites
A financial hability 1s de-recognised when the obligation under the hability 15
discharged or cancelled or expires

Gains and losses on de-recognition are recognised within finance income and
finance costs respectively

Where an existing financial liability 1s replaced by another from the same
{ender on substanually different terms or the terms of an existing hability are
substantially modified, such an exchange or modification s treated as a de-
recagnition of the onginal hability and the recognition of a new hability, and
the difference in the respective carrying amounts 1s recognised in the income
statement

impairment of financial assets
The Group assesses at each balance sheet date whether a financial asset s
impaired

Financial assets carried at amortised cost

If there 1s objectve evidence that an impawment loss on loans and
recervables and held to-maturity investrments carned at amortised cost has
been incurred, the amount of the loss 1s measured as the difference between
the asset’s carrying amount and the present value of estimated future cash
flows (excluding future credit losses that have not been incurred) discounted
at the financial asset s onginal effective interest rate (1 e the effecuve interest
rate computed at initial recognition) The carrying amount of the asset 1s
reduced and the amount of the loss 1s recogmised in the income statement
Objective evidence of impairment of loans and recewables exists if the
counter-party 15 expenencing significant financial difficulty, there 15 a breach
of contract concessions are granted to the counter-party that would not
normally be granted, or 1t s probable that the counter-party will enter into
bankruptcy or a financial reorganisation

if, In 3 subsequent period, the amount of the impairment loss decreases and
the decrease can be related objectvely to an event occurnng after the
impaiment was recognised the previously recognised impairment foss 1s
reversed Any subsequent reversal of an impairment loss 1s recegnised in the
income statement, to the extent that the carrying value of the asset does not
exceed its amortised cost at the reversal date

Assets carmned at cost

If there 1s objective evidence that an imparrment loss on an unquoted equity
mstrument that 1s not carned at fair value (because its farr value cannot be
reliably measured), the amount of the loss 1s measured as the difference
batween the asset s camying amaunt and the present value of estimated
future cash flows discounted at the current market rate of return for a similar
financial asset

Available for-sale financial assets

If an available-for-sale financial asset 1s impaired, an amount compnsing the
difference between its cost (net of any principal payment and amortisation)
and its current fair value, less any impairment loss previously recognised in
profit or loss, 1s transferred from equity to the income statement Raversals in
respect of equity instruments classified as avadable-for-sale are not
recognised in profit Reversals of mpairment losses on debt instruments are
reversed through profit or loss, If the increase in fair value of the instrument
can objectvely be related to an event occurnng after the imparment loss was
recognised In profit or loss
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Notes to the financial staterments continued

6 Prnincipal accounting policies contmued

Rehabiltation trust fund

Investments in the rehabilitation trust fund are measured at fair value based
on the market price of investments held by the trust In accordance with
IFRIC 5, movements in the fair value are recognised in the incorne statement
Such amounts relate to trusts in South Africa which receive cash contnbutions
to accumulate funds for the Group’s rehabilitation llabilities relating to the
eventual closure of the Group's coal operations

Denvative financial instruments and hedging

The Group uses denvative financial instruments such as interest rate swaps,
forward currency and commodity contracts to hedge s risks associated with
interest rate, foreign currency and commadity price fluctuations  Such
dernvative financial instruments are inially recognised at far value on the
date on which a derivative contract is entered into and are subsequently
remeasured at fair value Dervatives are carried as assets when the fair value
13 positive and as habiliues when the farr value 1s negative

Any gains or losses arising from changes in fair value on denvatives that do
not qualify for hedge accounting are taken directly to profit or loss for the
year

The fair value of forward currency and commodity contracts s calculated by
reference to current forward exchange rates and pnces for contracts with
similar matunity profiles The fair value of interest rate swap contracts 15
determined by reference to market values for similar instruments

For the purpose of hedge accounung, hedges are classified as
« fair value hedges,

» cash flow hedges, or

» hedges of a net investment in a foreign operation

At the inception of a hedge relavonship the Group formally designates and
documents the hedge relationship to which the Group wishes to apply hedge
accounting and the nsk management objective and strategy for undertaking
the hedge The documentation includes identfication of the hedging
instrument, the hedged item or transaction, the nature of the nisk being
hedged and how the entity will assess the hedging instrument’s effectiveness
in offsetung the exposure to changes in the hedged item’s fair value or cash
flows attnbutable to the hedged nsk Hedges that are expected to be highly
effective in acheving offsetting changes in fair value or cash fiows are
assgssed on an ongotng basts to determine o they actually have been highly
effective throughout the financial reporting periods for which they were
designated

Hedges which meet the stnct enitena for hedge accounting are accounted for
as follows

Fair value hedges

Fair value hedges are hedges of the Group s exposure to changes in the fair
value of a recogrised asset or hability that could affect profit or loss The
camying amount of the hedged item 1s adjusted for gains and losses
attnbutable to the risk being hedged, the denvative 1s remeasured at farr
value, and gains and losses from both are taken to profit or loss

For fair value hedges relating to items carried at amortised cost, the
adjustment to carrying value 1s amortised through profit or loss over the
remaining term to matunty Any adjustment to the camying amount of a
hedged financral instrument for which the effectve interest method 15 used 15
amortised to profit or loss

Amortsation begins when the hedged item ceases to be adjusted for
changes in its far value attnbutable to the sk being hedged

The Group discontinues fair value hedge accounting if the hedging
Instrument expires or 1s seld, terminated or exercised, the hedge no longer
meets the critena for hedge aceounuing, or the Group revokes the
designation

Cash flow hedges

Cash flow hedges are hedges of an exposure to vanability in cash flows that 1s
attributable to a particular nisk associated with a recognised asset or hability
or a highly probable forecast transaction that could affect profit or loss The
effective portion of the gain or loss on the hedging instrument 1s recogrised
directly m equity, while the ineffective portion is recognised in profit or loss

Amounts taken to equity are transferred to the income statement when the
hedged transacuon affects profit or loss Where the hedged tem s the cost
of a non-financial asset or hiability, the amounts taken to equity are transferred
to the imuial carrying amount of the non-financial asset or hability

If the forecast transaction 1s no longer expected to occur amounts previously
recogmised in equity are transferred to profit or loss If the hedging
instrument expires or is sold, terminated or exercised without replacement or
roll-over orif its designation as a hedge 1s revoked, amounts previously
recognised in equity remain in equity until the forecast transaction occurs If
the related transaction 1s not expected to occur, the amount 1s taken to profit
or loss

Hedges of a net investment

Hedges of a net investment in a foreign operation are accounted for in a way
similar to cash flow hedges Gains or losses on the hedging instrument
relating to the effective portion of the hedge are recognised directly in equity
while any gains or losses relaung to the ineffecuve poruon are recognised in
profit or loss On disposal of tha foreign operation, the cumulative value of
any such gains or losses recognised directly in equity 1s transferred to profit or
loss

Own shares

The cost of purchases of own shares held by the Employee Share Ownership
Plan {(ESOP) trust are deducted from equity Where they are 1ssued to
employees or sold no gam or loss s recogmsed in the mcome statement
Any proceeds received on disposal of the shares or transfer to employees are
recagnised in equity

Own shares purchased under the Equity Caprtal Management Program
{ECMP) are deducted from equity No gain or loss 1s recognised in the
income statement on the purchase sale ssue or cancellation of such shares
Such gains and losses are recogmised directly In equity

Interest-beanng loans and borrowings

Loans are recognised atinception at the fair value of proceeds receved, net
of directly attnbutable transaction costs Subsequently they are measured at
amortised cost using the effective interest method Finance costs are
recognised i the income statement using the effective interest method

Inventorios

tnventones are stated at the lower of cost and net realisable value Costis
determined on a weighted average basis or by using a first-i» first-out bases
and ncludes all costs incurred in the normal course of business including
direct matenal and direct labour costs and an allocation of production
overheads, depreciation and amorusation and other costs, based on nomal
production capacity, incurred in bringing each product to its present location
and condition Cost of inventonies includes the transfers from equity of gains
and losses on qualifying cash flow hedges in respect of the purchase of
matenals Inventories are categorised as follows

» Raw matenals and consumables matenals, goods or supplies (including
energy sources) to be either directly or indirectly consumed in the
production process,

= Work in progress items stored in an intermediate state that have not yet
passed through all the stages of production, and

« Finished goods products and matenals that have passed all stages of the
production process

Net realisable value represents estimated selling price in the ardinary course
of business less any further costs expected to be incurred to completion and
disposal




Cash and cash equivalents

Cash and cash equivalents comprise cash at bank, cash in hand and short-
term deposits with an onginal matunty of three months or less For the cash
flow statement cash and cash equivalents include certain bank overdrafts
where the facility forms part of the working capital cash management
actvities

Government grants

Government grants are recogrised where there is reasonable assurance that
the grant will be receved and all the attaching condittons will be complied
with Government grants in respect of capital expenditure are credited to the
carmying amount of the related asset and are released to the income
statement over the expected useful lives of the relevant assets Grants that
are not associated with an asset are credited to income so as to match them
with the expense to which they relate

Environmental protection, rehabilitation and closure costs

Proviston 15 made for close down, restoration and environmental
rehabilitation costs twhich include the dismanthing and demolition of
infrastructure, removal of residual matenials and remediation of disturbed
areas) In the financial penicd when the related environmental disturbance
accurs, based on the estimated future costs using information available at the
balance sheet date The provision s discounted using a current market-based
pre tax discount rate and the unwinding of the discount 1s included in interest
expense At the time of establishing the provision, a corresponding asset is
capitalised, where it gwes rise to a future benefit, and depreciated over
future productien from the operations to which it relates

The provision 1s reviewed on an annual basis for changes to obligations,
legistation or discount rates that tmpact estmated costs or lwes of
operations The cost of the related asset 1s adjusted for changes in the
provision resulting from changes in the estimated cash flows or discount rate
and the adjusted cost of the asset is depreciated prospectrvely

Rehabilitation trust funds holding manies commutted for use in satisfying
enwironmental obhgations are included within Cther financial assets on the
balance sheet

Employee entitlements

Prowsions are recogmised for shon-term employee entitlements, on an
undiscounted basis, for services rendered by employees that reman unpaid
at the balance sheet date

Provisions for long term employee entitlements are measured using the
projected unit credit method and discounted at an interest rate equivalent to
the curent rate of return on a high quality corporate bond of equivalent
currency and term to the habilities

in some of the Group's Australian operatons, long service leave {an
employee entitlement for which a provision is recorded) 1s administered by an
independent fund The fund collects levies from employers throughout the
industry based on the expected cost of future habilities When the Group
makes long service teave payments to employees covered by the fund, it1s
reimbursed for the majority of the payment To reflect the expected
reimbursement for future long service leave payments from the fund, a
racevable 15 recorded based on the present value of the future amounts
expected to be reimbursed

Other provisions

Provisions are recognised when the Group has a present obligation {legal or
constructive), as a result of past events, and it 15 probable that an outflow of
resources that can be rehably estimated will be required to settle the
obligation Where the effect 1s matenal, the provision 1s discounted to net
present value using an appropnate current market-based pre-tax discount
rate and the unwinding of the discount 15 included in finance costs

Taxation

Current tax

Current tax for each taxable entity in the Group 1s based on the local taxable
income at the local statutory tax rate enacted or substantively enacted at the
balance sheet date and includes adjustments to tax payable or recoverable in
respect of previous periods

Deferred tax

Deferred tax 1s recogrised using the balance sheet method in respect of all
temporary differences between the 1ax bases of assets and labilives, and
their camying amaounts for financial reporting purposes except as indicated
below

Deferred income tax liabilives are recognised for all taxable temporary
differences, except

» where the deferred income tax hability anses from the imval recognition of
goovdwill, or the imtial recognition of an asset or liability tn a transaction
that 1s not a business combination and, at the time of the transaction
affects newther the accountng profit nor taxable profit or loss and

s respect of taxable temporary differences associated with investments in
subsidianes, associates and interests in jont ventures, where the tming of
the reversal of the temporary differences can be controlled and itss
probable that the temporary differences will not reverse in the foreseeable
future

Deferred income tax assets are recogrised for all deductible temporary
differences camry forward of unused tax assets and unused tax losses, to the
extent that it 1s probable that taxable profit will be available against which the
deductible temporary differences and the carry-forward of unused tax assets
and unused tax losses can be utibsed except

» where the deferred income tax asset relating to the deductble temporary
difference anses from the initial recognition of an asset or iability i a
transaction that 15 not a business combination and, at the ume of the
transaction, affects neither the accounting profit nor taxable profit or loss,
and

in respect of deductible temporary dfferences associated with investments
in subsidianes, associates and interests in joint ventures, deferred tax
assets are recogrised only to the extent that it 1s probable that the
temporary differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences can be
utihsed

The carrying amount of deferred income tax assets 1s reviewed at each
balance sheet date and reduced to the extent that 1t 15 no longer probable
that sufficient taxable profit will be available to allow all or part of the
deferred income tax asset to be utiised To the extent that an asset not
previcusly recogmsed fulfils the critena for recognition, a deferred income tax
asset 1s recorded

Deferred tax 1s measured on an undiscounted basis at the tax rates that are
expected to apply in the periods in which the asset is realised or the hability
is settled, based on tax rates and tax laws enacted or substantively enacted at
the balance sheet date

Current and deferred tax relaung to wems recogmsed directly in equity are
recognised in equity and not in the ncome statement

Mining taxes and royalties are treated and dsclosed as current and deferred
taxes if they have the charactensucs of an incame tax

Pensians and other post-retirement obligations
The Group's contributtons to defined contribution pension plans are charged
to the income statement in the year to which they relate
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Notes to the financial staterments continued

6 Principal accounting policies continued
The Group contributes to separately administered defined benefit penston
plans

For defined benefit funds, plan assets are measured at fair value, while plan
habiliues are measured on an actuarial basis using the projected urit credit
method and discounted at an interest rate equivalent to the current rate of
retum on a ligh quality corporate bond of equivalent currency and term to
the plan habilittes The expected retum on plan assets i1s based on an
assessment made at the beginning of the year of long-term market returns on
scheme assets, adjusted for the effect on the fair value of plan assets of
contributions received and benefits paid dunng the year In measuring its
defined benefit liability, past service costs are recognised as an expense on a
straight-line basis over the period untl the benefits become vested To the
extent that the benefits vest immediately following the introducton of, or
changes to, a defined benefit plan, the past service costs are recognised
immediately When a settlement (eliminating all ebligatens for part or all of
the benefits that have already accrued) or a curtailment (reducing future
obligations as a result of a matenal reduction in the scheme membership or a
reduction in future entitlement) occurs, the obhigation and related plan assets
are remeasured using current actuarial assumptions and the resultant gan or
loss 15 recognised i the income statement durning the period in which the
settlement or curtalment occurs

The service cost of providing pension benelits to employees for the year s
determined using the projected unit method and 1s recognised in the income
statement The difference between the expected return on plan assets and
the unwinding of the discount on plan hakilities s recognised in the income
statemnent

Actuanal gains or losses are recognised directly in equity through the
statement of recognised income and expenses The full pension surplus or
deficit 1s recorded in the balance sheet, with the exception of the impact of
any recogmtion of past service costs Surpluses recorded are restncted to the
sum of any unrecognised past service costs and present value of any amounts
the Group expects to recover by way of refunds from the plan or reductions
n future contributions

The Group also provides post-retirement healtheare benefits to centam
employees in Canada, the Dorminican Republic, South Afnca and the United
States These are accounted for in a similar manner to the defined benefit
pension plans These benefits are unfunded

Crdinary share capital

Ordinary shares issued by the Company are recorded at the net proceeds
recewved, which s the fair value of the consideration recewved less costs that
are incurred in connection with the share 1ssue The nominal par value of the
shares 1ssued s taken to the share capital account and any excess 1s recorded
i the share premium aceount including the costs that were mcurred with
the share Issue

Share-based compensation plans
The Group makes share-based awards, including free shares and options, to
certain employees

Equity settled awards

For equity-settled awards, the fair value 1s charged to the income statement
and credited to retaned eamings, on a straight-kne basis over the vesting
penod, after adusting for the estimated number of awards that are expected
to vest {taking into account the achrevement of non market-based
performance conditions) The fair value of the equity settled awards 1s
determined at the date of the grant In calculating fair value no account s
taken of any vesting conditions other than conditians hnked 1o the price of
the shares of the Company (market conditions} The fair value 1s determined
by external experts using option pricing models At each balance sheet date
prior to vesting, the cumulative expense representing the extent to which the
vesting period has expired and management's best estimate of the awards
that are ulumately expected to vest 1s computed (after adjusting for non-
market performance conditions) The movement In cumulative expense 15
recognised in the income statement with a corresponding entry within equity

No expense s recognised for awards that do not ultrmately vest except for
awards where vesting 1s conditional upen a market condition, which are
treated as vesting irrespective of whether or not the market condition 1s
satisfied provided that all other performance conditions are satisfied

Where the terms of an equity setiled award are modified, as a minimum an
expense Is recognised as if the terms had not been modfied over the onginal
vesting period In addition, an expense 1s recognised for any modficaton,
that icreases the total fair value of the share-based payment arrangemenm or
1s otherwise beneficial to the employee as measured at the date of
modification, ever the remainder of the new vesting period

Where an equity-settled award is cancelled 1t 15 treated as if it had vested on
the date of cancellation, and any expense not yet recognised for the award 1s
recogrused immediately Any compensation paid up to the fair value of the
award at the cancellation or settlement date 1s deducted from equity, with
any excess over fair value being reated as an expense in the income
statement However, f a new award 1s substituted for the cancelled award
and designated as a replacement award on the date that it 1s granted, the
new award 15 treated as of it 15 a modification of the anginal award, as
descnbed in the previous paragraph

Cash-settled awards

For cash settled awards the far value 1s recalculated at each balance date
untl the awards are settled based on the estimated number of awards that
are expected to vest, adjusting for market and non-market based
performance conditions Dunng the vesting period, a hability 1s recognised
representing the portion of the vesting penod that has expired at the balance
sheet date multiphed by the farr value of the awards at that date After
vesting the full farr value of the unsettled awards at each balance date 1s
recognised as a iability Movements i the hability are recogmised in the
income statement The fair value 1s recaleulated using an option pricing
model (refer to note 35)

Borrowing costs

Borrowing costs directly attnbutable to the acquisition, construction or
production of an asset that necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalised and amorused over the
useful hife of the asset Borrowing costs related to the establishment of a loan
facility are capitalised and amortised over the Iife of the faciity Other
borrowing costs are recognised as an expense in the financial period
incurred

Comparatives
Where applicable, comparatives have been adjusted to disclose
them on the same basis as the current year




7 Acquisitions

Business combinations

Zanaga

In February 2011 the Group exercised its call option over Jumelles Limited {Jumelles), the owner of the Zanaga iron ore project In the Republic of Congo,
whereby the Group acquired a 50% plus one share interest in Jumelles in retum for a commitment to fund a feasibility study, estmated to cost US$250 mithon
in additron to US$105 million spent prior to acquisition and US$22 million for outstanding shareholder loans

The final fair values of the idenufiable assets and habiliues acquired were as follows

IFRS Final

camying Fair value farr value at

Us$m value adjustments acquisition
Property, plant and equipment 105 392 497
Prepayments 1 - 1
Trade and other recewvables 1 250 251
107 642 749
Trade and cther payables (&) - )
Provisions (2) ~ (2)
Deferred tax habilvies - (118} (118)
Net assets 99 524 623
Non controlling interests - {317) {317}
Net attributable assets P9 207 306
Goodwill ansing on acquisition - 59 59
99 266 365

Consideration

Net cash acquired with the subsidhary {12
Cash paid 22
Pre-feasiility costs meurred Lo date 105
Contingent consideration 250
365

The fair value adjustments principally relate to the recognition of the reserves and resources as well as the estmated cost of the remaining feasibility study
costs which the Group will fund The goodwill balance 1s the result of the requirement to recognise a deferred tax hability calculated as the difference between
the tax effect of the fair value of the assets and habilities acquired and their tax bases

First Coal

On 28 July 2011 the Group made a CAD1 75 per share cash offer to acquire all of the shares in First Coal Corporatian (First Coal), a pnivately-owned Canadian
company The Group acquired all of the 1ssued share capital of First Coal following successful completion of the plan of arangement on 4 August 2011 The
total cost of the acquistion was US$140 million First Coal owns coking coal exploration leases in Briish Columbia Canada

The provisional fair values of the identifiable assets and liabibties acquired were as follows

IFRS Provisional fair
carrying Fair value value at
Ustm value ad)justments acquisition
Property, plant and equipment &1 87 148
Trade and other payables (&) - &)
Prowisions {2) - 2}
Deferred 1ax liabihues - (22) {22)
Net assets 53 65 118
Goodwill ansing on acquisition - 22 22
53 87 140

Consideration
Net cash acquwed with the subsichary (4
Cash paid 144
140

The fair value adjustments principally relate to the recognition of the reserves and resources The goodwill balance is the result of the requirement to
recognise a deferred tax liability calculated as the difference between the tax effect of the farr value of the assets and habiliues acquired and their tax bases
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Notes to the financial staterments continued

7 Acquistbions continued
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Prior year business combinations

Sphere Minerals Limited

On 3 November 2010, the Group made a AUD3 00 cash offer to acquire all of the shares in Sphere Minerais Uimited {Sphere) The Group declared the offer
free from all conditions, and obtained control of Sphere, follewing the receipt of acceptances in respect of more than 50% of Sphere's share capital By 17
December 2010 the Group held 75% of Sphere Under IFRS 3 the acquisition has been accounted for as one transaction occurring on 16 November 2010 The
total cost of the acquissttion was US$391 million Sphere 1s a West Africa focused iron ore company, with interests i three ron ore projects in Mauritania

The fair values of the wdenufiable assets and habihues acqurred were as follows

Provisional fair

value as
reported at Farr value Fair value at
US$m 311210 adjustments acquisition
Property, plant and equipment 494 - 494
Trade and other recevables 2 - 2
496 - 494
Trade and other payables (4) - 4
Deferred tax habiliies {122) 20 {102)
Net assets 370 20 390
Non-controlling interests 97) (17) (114)
Net attnbutable assets 273 3 278
Goodwill ansing on acquisition 92 (3) 89
365 - 365
Consideratton
Net cash acquired with the subsidiary (24) - (26)
Cash paid 3N - 3N
365 - 365

The goodwill balance 1s the result of the requirement to recognise a deferred tax liability calculated as the difference between the tax effect of the fair value of
the assets and liabilities acquired and therr tax bases

The cash cffer of AUD3 00 for each Sphere share remained open until 13 May 2011 and a further 12% was acquired for a total consideration of US$5% million
At 31 December 2011 the Group held B7% of Sphere at a total consideration of U$$450 milhon excluding net cash acquired with the subsichary

The below mformation provides aggregate amounts of acquired assets and habiliues for all business combinations in 2011 and 2010

Ustm 2011 2010
Property, plant and equipment 540 494
Prepayrnents 1 -
Trade and other receivables 251 2

792 494
Trade and other payables 12 (4)
Provisions {4) -
Deferred tax habilities (140} (102)
Net assets 636 390
Non-controlling interests {258) {114)
Net attnbutable assets 378 276
Goodwill ansing on acquisition 81 89

459 365

Consideration

Net cash acquired with the subsidiary (16) (26)
Cash paid 225 31
Conungent consideration 250 -

459 365




8 Disposals

201

Bakwena Ba Magopa Community Trust

tn February 2011 the Group finahsed a btack ermpowerment agreement in respect of the Group s Rhovan vanadium operations (Rhovan) i South Africa The
Bakwena Ba Magopa Community Trust {Bakwena} acquired 26% interest in the Rhovan bustness for US$56 millon The Group facilitated the transaction by
providing vendor financing and the loan will be repayable from a portion of Bakwena's share of future free cash flows A profit of US$48 mallion has been
recognised on the finalisation of the transaction {refer to note 10) reflecting the change from control to joint control

Mpumalanga

In December 2011, the Group received final govemment and regulatory approval for the sale of the Mpumalanga coal assets in South Africa The total
consideration was $43 million made up of cash and value attnbuted to a favourable off-take agreement A gain on disposal of US$8 million has been
recognised in other revenue

2010
Maloma mine
In June 2010, the Maloma mine in Swaziland was sold for a cash consideration of U533 million, resulting n the Group realising a gain of US$3 million

The net balance of other held-for-sale assets and liabihties at 31 December 2071 was USEnil (31 December 2010 US$27 million) relating to a coal mine in
South Africa

Consolidated information
The information below 1s provided in aggregate far the 2011 and 2010 disposals

ussm 201 2010
Property, plant and equipment 8 7
Inventories - !

Trade and other receivables -

Assets classified as held-for-sale 130 -
138 9
Trade and other payables - {9
Liabilities classified as held for-sale (95) -
Net assets 43 -
Consideratsan
Cash receved - 3
Deferred consideration 60 -
Off take agreement 39 -
Total consideration 99 3
Gain on disposal of discontinued operations 56 3

-
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Notes to the financial staterments continued

9 Segmentsl analysis

Cperating segments

Xstrata's business 1s organised into five global commod ity businesses, each of which operates with a high degree of autanomy In additon to the five global
segments the Xstrata Technology Services and Xstrata Iron Ore businesses, which are not significant parts of the business, are also included below for
disclosure purposes

Management monitors the operating results of each business unit as a standalone entity Segment performance 15 evaluated based on a number of measures
ncluding retum on capital employed and operating profit Finance income and costs, and income tax, are managed on a Group basis

Transfer prices between business segments are set on an arm's-length basis in a manner similar to transactions with third parties

The following tables present revenue and profit information and certain asset and liability information regarding the Group's operating segments for the years
ended 31 December 2011 and 2010

Bufom( _ ) Before _ .

UStm " items " tems 2011 r.:e:sl " tems 2010
Revenue

External parties

Coal - Thermal 8,057 - 8,057 5,167 - 6,187
Coal - Coking 1,924 - 1,924 1,621 - 1,621
Coal 9,981 - 9,981 7,788 - 7,788
Alloys 1,689 - 1,689 1894 - 1894
Copper 15,037 - 15,037 14,004 - 14 004
MNickel 3,192 - 3,192 2738 - 2738
Zinc Lead 3,756 - 3,756 3,922 - 3922
Technology 222 - 222 153 - 153
Revenue 33,877 - 33,877 30,499 - 30,499
Inter-segmental

Coal 10 - 10 - - -
Copper 149 - 149 139 - 139
Nickel 380 - 380 256 - 256
Zinc Lead 749 - 749 544 - 544
Technology 1" - " [} - &
Elminations (1.299) - {1,299 (245} - (945)

Total 33,877 - 33,877 30,499 - 30,499




Before Before

exceptional Exceptional exceptional Exceptional
US$m rtems tems 2011 1ems items 2010
Profit before interest, taxation, depreciation and
amoertisation (EBITDA)
Coal — Thermal 2,834 - 2,834 2,150 16 2,166
Coal - Coking 1.019 {3} 1,016 911 - 11
Coal 3,853 (3} 3,850 3,061 16 3.077
Alloys 294 48 342 477 - 477
Copper 4,915 (28} 4,887 4,693 - 4,693
Iran Ore [4R}} {1} (12) m (4} (5}
Nickel 1,234 - 1,234 973 - 973
Zinc Lead 1,223 - 1,223 1,327 {5) 1,322
Technology 34 - 34 32 - 32
Segment EBITDA 11,542 16 11,558 10 562 7 10 549
Unallocated 106 - 106 (176) - (178)
Operaung EBITDA 11,648 16 11,664 10,386 7 10 393
Share of results from assocates {net of tax)
Coal 4 - 4 4 - 4
Alloys 25 12 37 5 &) (1)
Zinc Lead - - - ] - ]
Total 11,677 28 11,705 10,401 1 10,402
Depraeciation and amortisation
Coal {1,043) - {1,043} {845) - (845)
Alloys (141} - (341) {124) - (124)
Copper (991} - {291) {873) - (8723)
Nickel (623} - (623) 470) - (470
Zinc Lead (409} - (40%) (410} - (410}
Technology (7} - (7) (&) - %)
Depreciation and amortisation (3,214) - (3,214} 2728 - (2,728
Unallocated (3) - (3) (4) - (4)
Total (3,217} - {3,217} (2,712) - (2,732}
Imparment of assets
Mickel - (469) {459) - (559 (559}
Reversal of assets previously impairad
Picket - 463 463 - - -
Total - ) te) - (559) {559)
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Notes to the financial statements continued

% Segmental analysis continued

Bafora Before
P | P | exceptionat Exceptional

US$m items itams 201 items nerns 2010
Profit before interest and taxation (EBIT)

Coal - Thermal 1,921 - 1,921 1,415 16 1431

Coal — Coking 88y {3} 884 81 - 801

Coal 2,810 )] 2,807 2216 16 2,232
Alloys 153 48 201 353 - 353

Copper 3,924 (28} 3,896 3,820 - 3820
Iron Ore {1 {1 (12) m &) {5
Mickel 611 {6} 605 503 (555} (54}
Zinc Lead 814 - 814 917 {5 912
Technology 27 - 27 26 - 26
Segment EBIT 8,328 10 8,338 7.834 (552) 7,282
Unallocated 103 - 103 {180) - {180)
Operating profit §,431 10 8,441 7,654 {552) 7,102
Share of results from associates {net of tax)

Coal 4 - 4 4 - a4
Alloys 25 12 37 5 (&) (1)
Zinc Lead - - - -] - )
EBIT 8,460 22 8,482 7,669 {558) 7111

Finance income 137 - 137 152 - 152
Finance expense {452) [ak) {471} {620) (35) (655)
Profit before taxation 8,145 3 8,148 7,201 {593) 6 608

Income tax (charge)/credit (2,140) (75) {2,215) (1782) 129 {1 653)
Profit/{loss) for the year 6,005 {72) 5,933 5419 {464) 4,955




Us§m At31 121 At311210
Total assets

Coal 19,608 18,302
Alloys 5,487 6066
Copper 24,086 22 264
Iron Ore 1,402 718
Nickel 14,187 12 962
Zinc Lead 8,185 7 567
Technology 192 154
Total assets 73,147 68,033
Unallocated* 1,685 1,673
Total assets 74,832 69,706

Total habilities

-
)
0
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Coat 5,058 4616
Alloys 796 71
Copper 5741 5887
tron Ore 242 111
Nickel 3,562 3,360 o
2nec Lead 1,950 1,889 g
Technology 112 72 @
Total habilities 17,481 16 886 3
Unallacated™ 11,650 10,782 3
Total 29,131 27,668 =
Net assets
Coal 14,550 13,686
Alloys 4,691 5,095 =
Copper 18,325 16,377 Z;i‘
Iron Ore 1,160 607 3
Nickel 10,625 9,602 §
Zinc Lead 6,235 5,698 it
Technalogy 8O 82 %
Net assets 55,666 51147 2
Unallocated*,** (9.965) (9,109
Total 45,701 42,038
*  tncludes corporate assets not directly attnbutable 1o operating segments Such unallocated assets include corporate cash and cash equivalents of US$651 rillion {2010 US$595 million} deferred tax assets of
US$40 milhon (2010 US3299 milion} derivative finanoal assets that have mainly been used te provide an economic hedge of capital market notes of US$720 million (2010 US$680 milon) Infrastructure loans 9]
other financial assets of U53183 millien (2010 US§nil) and other assets of US$91 million {2010 U5$99 million) 2
** Includes corporate habilities not directly attributable to operating segments Such unallocated liabilities inciude interest bearing loans and borrowings of US$9 776 million (2010 USSE 742 millon) share based @
compensation plan provisions of US$97 milkon (2010 US$252 millan) pension deficit and other provisions of US$217 million (2010 US$127 million) deferred and current tax habilities of LiS$974 million (2010 g
:stusiglblisr;ggbr:{\li%wmve financial liabilies that hava mainly been used to prowide an economic hedge of capital market notes of US$442 million (2010 US$89%9 million) and ether labiltes of US$124 millon §
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Notes to the financiol staterments continued

9 Segmental analysis contmued

Us$m 2011 2010
Capital expenditure

Sustaining

Coal 801 568
Allays 137 126
Copper 654 572
Iron Ore 1 -
Nickel 287 237
Zinc Lead 504 316
Technology 3 2
Total sustaining 2,387 1821
Unallocated 5 2
Total 2,392 1,823
Expansionary

Coal 1,193 1,430
Alloys 250 191
Copper 2,424 1,162
tron Cre 1714 67
Nickel 1,351 1,319
Zinc Lead 3 177
Technology 3 -
Total expansionary 5,773 4,296
Total capital expenditure

Coal 1,994 1,998
Alloys 387 267
Copper 3,078 1,734
Iron Cra 172 &7
Micke! 1,638 1,556
Zinc Lead 885 493
Technology & 2
Total 8,160 6,117
Unallocated 5 2
Total 8,165 6,119




The average number of employees, which includes executive directors and excludes contractors, during the year are as follows

2011 2010
Coal 11,613 10,473
Alloys 6,887 8,337
Copper 12,366 11,483
Iron Ore 61% 4
Nickel 3,840 3,340
Zinc Lead 4,758 4,645
Technology 179 147
Total 40,262 38 449
Unallocated 129 112
Total 40,391 38,561
The average number of contractors during the year s as follows

2011 2010
Coal 7.915 9,330
Alloys 7.477 7,561
Copper 12,157 9,079
Iron Ore 527 1
Nickel 7,120 5110
Zine Lead 1,469 1038
Technology 59 63
Total 35,744 32,182
Unallocated 5 4
Total 36,749 321856

Geographical areas

The following tables present revenue and profit Information and certain asset and liability information regarding the Group's geographical areas for the years

ended 31 December 2011 and 2010

Before Before

exceptional Exceptional exceptional Exceptional
US$m 1tems items 2011 items Items 2010
Revenue by origin
External parties
Afnca 3,018 - 3,018 2909 - 2,709
Amencas North 6,657 - 6,657 6 504 - 6 504
Armencas South 9.748 - 9,748 8744 - 8 744
Australasia 11,002 - 11,002 8938 - 8938
Europe 3,452 - 3,452 3404 - 3404
Total 33,877 - 33,877 30,499 - 30,499
Revenue by destination
External parties
Afnea 679 - 879 793 - 793
Amencas North 6,047 - 6,047 5790 - 5,790
Amencas South 2,426 - 2,424 2013 - 2013
Asia 15,372 - 15,372 13414 - 13,414
Australasia 1,090 - 1,090 795 - 795
Europe B,113 - 8,113 7,597 - 7.597
Middie East 150 - 150 97 - 97
Total 33,877 - 33,877 30,499 - 30,499

The revenue information above 1s based on the location of the customer

Revenue from cne customer was greater than 10% of total revenues and ansing from sales within a number of different operaung and geographical segments

{refer to note 35)
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Notes to the financial statements continued

9 Segmental analysis continued

Before Before

P I Excep | exceptional Exceptional
US$m tems items 2011 items items 2010
EBITDA
Afnca 464 47 n 752 16 768
Amencas North 1,959 12 1.971 1445 (5) 1,440
Amencas South 3,851 - 3,85 3798 - 3798
Australasia 4,570 (43) 4,527 4034 (4) 4,030
Europe 498 - 498 533 - 533
Segment EBITDA 11,542 16 11,558 10,562 7 10,569
Unallocated 106 - 106 (176) - (176}
Operating EBITDA 11,648 16 11,664 10,386 7 10,393
Share of results from associates {net of tax)
Afnca 25 12 37 5 (6} (%)
Amencas North - - - & - &
Australasia 4 - 4 4 — 4
Total 1,677 28 11,705 10 401 1 10,402
Depreciation and amortisation
Africa 361 - 361 299 - 299
Amencas Marth 456 - 456 442 - 442
Armencas South 701 - 701 664 - 664
Australasia 1,579 - 1,579 1,214 - 1,214
Europe 117 - 17 109 - 109
Depreciation and amortisation 3,214 - 3,214 2,728 - 2728
Unallocated 3 - 3 4 - 4
Total 3,217 - 3,217 2,732 - 2,732
Impairment of assets
Amencas North - (392) (392) - - -
Amencas South - - - - 559 559
Australasia - 449 449 - - -
Europe - {71} (71) - - -
Total - ] -] - 559 559
EBIT
Segment result
Africa 303 47 350 453 16 469
Amencas North 1,503 404 1,907 1,003 {5} 998
Amerncas South 3,150 - 3,150 3134 (55%) 2,575
Australasia 2,99 {512) 2,479 2820 {4) 2816
Europe 381 71 452 424 - 424
Segment EBIT before exceptional tems 8,328 10 8,338 7,834 (552} 7,282
Unallocated 103 - 103 (180) - (180)
QOperating profit 8,431 10 8,441 7,654 (552} 7102
Share of results from associates (net of tax)
Africa 25 12 37 5 &) %)}
Americas North - - - é - &
Australasia 4 - 4 4 - 4
EBIT 8,460 22 8,482 7,669 (558) 7119
Finance incorme 137 - 137 152 - 152
Finance expense (452) 19 (471) (620) {35) {655)
Profit before taxation 8,145 3 8,148 7,201 593) 4 608
Income tax {expense)/ benefit (2,140} 75) (2,215) (1782) 129 {1,653)

Profit/(loss) for the year 6,005 (72) 5933 5,419 464) 4,955




US$m At311211 A1311210
Total assets

Africa 10,992 11,453
Amencas North 7,675 6,257
Amencas South 20,907 19,702
Australasia 27,962 24,818
Europe 2,880 3.072
Total segmantal assets 70,416 65,302
Unallocated* 4,416 4,404
Total 74,832 69,706
Total habilties

Africa 2,126 2,455
Americas North 3,854 3,361
Amercas South 4,736 5,026
Australasia 6,168 5,308
Europe 597 736
Total 17,481 16,886
Unallocated** 11,650 10 782
Tatal 29131 27,668
Net assets

Afnica 8,866 8,998
Americas North 3821 2,896
Americas South 16,171 14,676
Australasia 21,794 19,510
Europe 2,283 2,336
Total 52,935 48,416
Unallocated™ ** {7,234) (6,378)
Total 45,701 42 038

* Includes corporate assets not cirectly attnbutable to geographical areas Such unallocated assets include goodwill of U552 731 million (2010 US$2 731 millian) cerporate cash and cash equivalents of US$451
million {2010 US$595 milion) deferred tax assets of US$40 million (2010 US$29% million) dertvative financial assets that have mainly been used to provide an economic hedge of capital markar notes of
US$720 milion (2010 US$A80 million} Infrastructure loans other finzncial assets of USS183 million (2010 USSnil) and other assets of USS#1 million (2010 US399 million)

Includes corporate habilities not directly attnbutable to geographicat areas Such unallocated habiltes include interest beanng loans and borrowings of U5%9 776 millron {2010 U548 742 million) share based
compensation plan provisions of US$97 mdlion (2010 US$252 millon) pension deficit and other provisions of US$217 tmillion (2010 US$127 million) deferred and current tax habidties of US$974 millien {2010
Us$863 milion} denvative financial labilities that have mainly been used to provide an ecenomic hedge of capital market notas of US$4462 mithon (2010 US5699 million) and other liabilwes of US$124 milkon
(2010 LS$9? mulben)
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Notes to the financial staterments continued

9 Segmental analysis continued

Ussm 2011 2010
Capital expendrture

Sustatrung

Africa 213 187
Amerncas North 349 314
Americas South 420 390
Australasia 1,343 863
Europe &2 67
Total sustaining 2,387 1,821
Unallocated 5 2
Total 2,392 1823
Expansionary

Afnca 607 530
Amencas North 154 117
Amencas South 2,089 786
Australasia 2,887 2,813
Europe 36 50
Total 5,773 4 296
Total capital expenditure

Afnca 820 77
Amencas North 503 431
Amencas South 2,509 1,176
Australasia 4,230 3,676
Europe 98 117
Total 8,160 8,117
Unallocated S 2
Total 8,145 6,119
The average number of employees which includes Executve Directors and excludes contractors, during the year 1s as follows

Afnca 11,818 13,028
Amencas North 5,955 5,700
Amencas South 8,896 8,277
Australasta 11,560 92,414
Europe 2,014 2,013
Middle East 19 17
Total 40,2562 38 449
Unallocated 129 112
Total 40,391 38 561
The average number of contractors during the year is as follows

Afnca 11,340 12,709
Amencas North 1,808 1572
Amencas South 11,557 8,024
Australasia 11,652 9572
Europe 3467 303
Middle East - 2
Total 346,744 32182
Unallocated 5 4
Total 36,749 32,186




10 Revenue and expenses
Revenue and expenses

Usstm 201 2010
Revenue — sales of goods 33,877 30,499
Less cost of sales* (22,439) (20,405)
Gross profit 11,438 10,094
Operating costs
Cost of sales™ (19.243) {17,135)
Distribution costs {2,450) (2,265)
Administrative expenses** {517} {661)
QOther income and expenses (19 {52)
Operating costs™™* {22,229) {20,113)
* After depreciation and amortisation and imparment of assets
** Before cepreciation and amorusation and impairment of assets
Depreciation and ameortisation
Depreciation of owned assets {3,103) {2,619)
Depreciation of assets held under ftnance leases and hire purchase contracts {15) {20
Total deprecation (3,118) {2,639)
Amortsation of intangible assets {99) (23)
Total depreciation and amorusation (3,217) {2,732)
Total foreign exchange gains/{losses) recognised 142 {111
Iinventory recognised as an expense {22,433) (19,846}
Operating lease rental expense — mimmum lease payments {79) (62)
Royalties paid (1,056) {81¢&)
Research and development 2 {3
Employee costs including Directors’ emoluments {refer to the Directors” Remuneration report on pages 946 to 109 for deta)ls)
Wages and salanes 3,301 2759
Pension and other post-retirement benefit costs (refer 1o note 34) 261 215
Social secunty and other benefits 116 113
Share-based compensation plans {refer to note 34) 4) 178
Total employee costs 3,674 3,265
Auditors’ remuneration
UsS$m 2011 2010
Auditors’ remuneration®
- Group auditors — UK 1 1
- Group auditors — overseas 15 13
16 14
Amounts paid to auditors for other work -] ]
Other audit firms a 7

() The Group audt fee includes LS349 000 (2010 US$47 000} in respect of the Parent Company

The Corporate Govemance report set out on pages 87 to 95 details the Group's policy with regard to the independence and abjectivity of the external and

nternal auditors and the provision and approval of non-audit services provided by the external auditors
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Notes to the financial statements continued

10 Revenue and expenses continued
Finance income

ustm 2011 2010
Bank and interest received from third parties 121 76
Call option premium - 42
Dividends 2 4
Earnings from other financial assets - 29
Foreign currency gains an other loans* 14 -
Other - 1
Total finance income 137 152

Finance costs

Amortisation of loan 1ssue costs g 12
Convertible borrowings amortised cost charge - 4
Discount unwinding 145 117
Finance charges payable under finance leases and hire purchase contracts 18 24
Foreign currency losses an ather loans* - 186
Interest on bank loans and overdrafts 23 29
Interest on capital market notes 173 197
Interest on convertible borrowings - B
Interest on non-controlling interest loans 5 6
Interest on other financial habiities 23 g
Hedge ineffectiveness n 6
Other 28 22
Finance cost before exceptional tems 452 620
Loan issue costs written-off on facility refinancing 19 35
Total finance cost 471 655

* These amounts mamly relate o formgn curency gains and losses on US and Canadian dellar mter-company loans in Australian envties

Total interest income and expense (calculated using the effective interest methodj for financial assets and habilities not at fair value through the profit and loss
are US$121 mullion (2010 US$76 million) and US$249 million {2010 US$271 million) respectively

Exceptional items

uUssm 2011 2010
Other exceptional items

Acquisition costs (4) N
Avallable-for-sale financial assets write-down (43) -
Liability fair value adjustments - 19
Profit on sale of operations 48 -
Restructuning and closure costs 15 (5)
Operating EBITDA exceptional items 14 7
Impairment of assets (469} (559)
Reversal of assets previously impaired 463 -
Operating profit/(foss) on exceptional rtems 10 (552)
Share of results from associates 12 (5)
Exceptional items before interest and taxation 22 (558)
Loan issue costs written-off on facility refinancing 119 (35)
Exceptional items before taxation 3 (593)
Income tax {charge)/credit 75) 129
Exceptional items after taxation {72) (464)

Acquisition costs
During 2011, the Group ncurred acquisition costs of US$4 million (2010 US$7 million) in relation to successful offers made to acquire Zanaga and First Coal
{refer to note 7)

Avatable-for-sale financial assets write-down
US43 million of unrealised losses associated with the decline in market value of listed investments were charged to the income statement during 2011

Liability farr value adjustments

The Group i1s required to recognise a Liability at fair value representing African Rainbow Minerals Limited (ARM) Coal's interest in Xstrata's South Afncan coal
operations Dunng the current year, there has been no change in the hability In 2010 the hability decreased by US$19 million due to decreasing South African
coal prices and foreign exchange movemants




Profit on sale of operations
The Group recogrsed a US$48 million profit on the disposal of an interest in its Rhovan vanadium operations upon the finalisation of a black empowerment
agreement in South Afnica {refer 1o note 8)

Restructuning and closure costs

During 2011, US$15 mitlion of restructuning and closure costs provided for the Kidd metallurgical plants were reversed to the income statement upon the
finalisation of the closure In 2010 additional restructuring and closure costs of US$5 million were recaogmised in relation to the closure of the Kidd
metalfurgical plants

Impairment of assets and reversal of assets previously impaired

20m

As a consequence of ongaing optimisation across the business, the estimated recoverable amount of the Integrated Nickel Operations (INO) has increased,
resuling in an impairment reversal of US$463 miflion {(US$324 million after tax)

The Prospero nicke) mine in Australia was permanently closed durning 2011 resutting in an impairment of US$449 million {US$328 muillion after tax) against the
carrying value of its assets and surrounding prospective mines

2010
Nickel assets were impaired by US$559 milion (US$437 mullion after tax), including goodwill of US$201 million, following a review of the Araguaia nickel
project in Brazil

Share of results from associates
During 2011, US$12 million was recognised in relation to the Group’s share of the restructuning and closure costs, impairments, financing costs and related
taxation credits recognised by Lonmin In 2010 an amount of U5%6 million was recognised in relation to the Group's share of Lonmin plc’s exceptional items

Loan 1ssue costs written off on facility refinancing
During 2011, the Group refinanced its bank facilimies and wrote off related 1ssue costs of US$19 million (2010 US$35 million)

Income tax (chargel/credit

During 2011, the Group recagnised an exceptional tax charge of US$75 mullion, pnimanly as a result of the introduction of a number of new taxes levied on the
mining industry in Peru, the impairment of assets, profit on sale of operations, refinancing and the reversal of restructunng and closure costs The 2010 credit
of US$12% million was recogrused primarily as a result of impairment of assets, acquisition costs and restructuring and closure costs

11 Income taxes
Income tax charge
Significant components of the income tax charge for the years ended

US$m 2011 2010
Consolidated income statement

Current tax

Based on taxable income for the current year 2,023 1,590
Prior year adjustment 7 47
Total current taxation charge for the year 2,030 1,543
Deferred taxation

Ongination and reversal of temporary differences 160 205
Change In tax rates 70 3
Deferred tax credit ansing from the reversal of a previous write-down of a deferred tax asset (86) (96}
Prior year adjustment 41 (2)
Total deferred taxation charge for the year 185 110
Total taxation charge 2,215 1,653
UK taxation included above

Current tax 19 -
Deferred tax 12 37)
Total taxation charge/icredit) 31 {37)
Recognised directly in equity

Deferred tax

Avalable-for-sale financial assets 4} 13
Cash flow hedges (4] 0]
Other equity classified stems (52) {28)
Total taxation credit reported in equity (72} {19

The amounts above include the tax charge attributable to exceptional items
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Notes to the financial staterments continued

11 Income taxes continued

A reconailiation of Income tax charge apphcable to accounting profit before income tax at the weighted average statutory income tax rate to ncome tax

charge at the Group effective iIncome tax rate for the years ended are as follows

2011 2010
Profit before taxation 8,148 6,608
Expected tax charge at the weighted average statutory income tax rate 24 0% (2010 25 2%) 2117 1.667
Goodwill impairment - 48
Mining and other taxes 152 100
Fareign currency gains and losses (6} 21
Investment allowances (57} 47)
Non-deductible expenses 17 -
Rebatable dradends recewed (1} 4}
Research and development allowances (39} [§[0)]
Change in tax rates 70 3
Deferred tax (credn)/charge ansing from the write-down, or reversal of a previous write-down, of a deferred tax asset {84} {?6)
Prior year adjustment 48 {49)
Tax charge at an effective income tax rate 2,215 1,653

The above reconaling ttems are disclosed at the tax rates that apply in the country where they have ansen

The weighted average statutory income tax rate is the average of the standard income tax rates apphcable n the countries in which the Group operates

weighted by the profit/(loss) before tax of the subsidiaries in the respective countnes as included in the consolidated accounts
The change In the average statutory income tax rate 1s manly due to the variation in the weight of subsidianes’ profits

Recogrition of deferred tax assets

Deferred tax assets for the carry-forward of unused tax losses and unused tax credits are only recognised above the tevel of deferred tax habilities to the extent

that it 1s probable that taxable profits will be available against which the unused tax losses/credits can be utilised

Unrecognised tax losses/unrecogmised deductible temporary differences

The Group has unrecognised deferred tax assets in relation to tax losses that are availlable indefinitely of US$42 million (2010 US$137 mallion) to carry forward
against future taxable income of the companies in which the tosses arose Deferred tax assets have not been recognised in respect of these losses as they may
not be used to offset taxable profits elsewhere in the Group and they have arisen in subsidianes that have been loss-making for some time There are no other

deductible temporary differences that have not been recagnised at balance sheet date

Temporary differences associated with Group Investments

At 31 December 2011, the Group had undistnbuted eamings of certain Group subsidianes, associates or joint ventures totalling US$18,206 million (2010
Us$12,867 miliion) for which no deferred tax habilities have been recognised for any taxes that would be payable on the remittance of these earnings as

+ the Group has determined that undistributed earnings of its subsicharies wilt not be distributed in the foreseeable future,

s the eamings of the associates will not be distributed unt) they obtain the cansent of the Group, and

® the investments are not held-for-resale and are expected to be recouped by continued use of these operations by the subsidiaries
There are nc Income tax consequences for the Group attaching to the payment of dividends by the Company to its shareholders

The deferred tax assets/{habilities) included on the face of the balance sheet are as follows

UShm 2011 2010
Deferred tax assets 44 299
Deferred tax habilities (6,250) (6 348)

{6,206) (6,049)




The reconciliauon of net deferred tax habilites are as follows 1_4--9
Accelerated Trade and b
Employee and depreciation other Equity &
other Rehabilitation and payables/ related s
Ustm Tax losses provisions  and closure  amortisation  recevables items Other Total =
At 1 January 2010 357 3 529 (6,553) (113) (113} 10 (5,562) 3?
Tax (charge)/credit recognised i the income &
statement {178) % (201) 215 42 - 21 (110 3
Tax {charge)/credit recogrused in equity - 76 - - 57 - 19 B
Acquisition and disposals - - {102) - - - {102) 2
Translation adjustments 25 33 {12y (343) (5) 5 3 {294) g
At 31 December 2010 204 421 316 (6,783} {76) {165} 34 (6,049) =
Tax {charge)/credit recogrused in the income g
statement 9 (60) 108 (295) &0 - 7} {185) ]
Tax credit recogrused in equity - 50 - - 22 - 72 g
Acquisitron and disposals - - (140) - - - (140) g
Translation adjustments (10) (43} 124 21 3 (14) 26 3
At 31 December 2011 203 368 439 {7,094) 5 {140} 13 (6,208)
Deferred tax assets and liabthties denominated in foreign currencies are retranslated at year-end exchange rates
Tax audits 2
The Group periodically assesses its liabilities and contingencies for all tax years open to audit based upon the latest information available For those matters o
where it 15 probable that an adjustment will be made, the Group recorded its best estimate of these tax habiities, including related interest charges Inherent a
uncertainties exist In estimates of tax eontingencies due to changes in tax laws Whilst management believes they have adequately provided for the probable 3
outcome of these matters, future results may include favourable or unfavourable adjustments to these estimated tax habilties in the pened the assessments =
are made or resolved, or when the statute of imitavon lapses The final outcome of tax examinatians may result in a matenally different outcome than z
assumed in the tax habilues
12 Earnings per share
US$m 2011 200
Profit befare exceptional items attributable to ordinary equity holders of the parent 5,785 5,152
Exceptional items (72) (464} f-l;:
Profit attributable to ordinary equity holders of the parent 5,713 4,688 g
Interest 1n respect of convertible borrowings - 14 g
Profit attributable to ordinary equity holders of the parent for diluted earnings per share 5,713 4,702 ]
Wenghted average number of shares (000s) excluding own shares .‘56
For basic earnings per share 2,931,448 2910942 2
Effect of dilution
- Share-based payments 37,315 355613
— Convertible borrowings - 12,941
For diluted eamings per share 2,968,763 2,964,495 9
Basic earings per share (US$) §
- basic before exceptional items 197 177 E
- exceptional tems {0 02) (0 14) 2
195 161
Diuted earnings per share (US$)
- before exceptronal items 195 174
- exceptional tems @ 02) 016
193 158

Basic earnings per share 1s calculated by diwviding the net profit for the year attnbutable to the equity holders of the Parent Company by the weighted average
number of ordinary shares outstanding for the year, excluding own shares Adjustments are made before exceptional items and after exceptional stems as

outhned above to present a meaningful basis for analysis

Diluted earnings per share 1s based on basic earnings per share adjusted for the potential dilution if director and employee free shares and share options are

exercised
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Notes to the financiat statements continued

13 Dwvidends paid and proposed

UStm 2011 2010

Declared and pard durnng the year*

Final dridend for 2010 - 20 O cents per ordinary share {2009 — 8 O cents per ordinary share) 586 233

Intenm dividend for 2011 — 13 0 cents per ordinary share (2010 - 5 0 cents per ordinary share) 381 146
967 379

Proposed for approval at the Annual General Meeting (not recognised as a hiability as at 31 December)

Final didend for 2011 - 27 0 cents per ardinary share (2010 — 20 Q cents per ordinary share) 792 586

*  This only includes amounts paid to the parent equity halders and not non controlling interest holders

Dividends declared in respect of the year ended 31 December 2011 will be paid on 23 May 2012 The 2011 intenm dividend was paid on 7 October 2011

As stated in note 26 own shares held in the ESOP and by the ECMP have waived the night to receve dividends

14 |ntangible assets

Export Technology Faed ala:::iz
Us$m nghts* Goodwill* patents* > nghts* Other 2011
At 1 January 2011 1,017 4,505 54 197 501 126 8,400
Acquisitions - 81 - - - 39 120
Additions - - - - - kY| N
Amortisation charge (18) - 4 (40) - (37} (99)
Impairment reversat - - - 16 - - 16
Transkation adjustments {156) (91) - - - 7 (240)
At 31 December 2011 843 5,495 50 173 501 166 8,228
At 1 January 2011
Cost 1,128 9,460 -1 425 501 254 11,854
Accumulated amortisation (111) (2,955} (32) (228) - {128) (3,454)
Net carrying amount 1,017 6,505 54 197 501 126 8,400
At 31 December 2011
Cast 950 9,450 a6 425 501 312 11,724
Accumulated amortisation (107) (2,955) {36) {252) - {145) (3,496)
Met carrying amount 843 6,495 50 173 501 164 8,228

Hydro

Export Technology Feed electneity
US$m nghts* Goodwnll* patents* cantract* nghts* Other 2010
At 1 January 2010 944 6538 51 256 501 132 8.422
Acquisiions - 8¢ - - - - 89
Additions - - - - - 11 1
Amortisation charge {18) - 4 (36) - (35) (23}
Imparrment charge - (201) - - - - (201)
Reclassifications - - - (23) - - 23)
Translation adjustments 91 79 7 — - 18 195
At 31 December 2010 1,017 6,505 54 197 501 126 8,400
At 1 January 2010
Cost 1026 9,285 75 425 501 215 11,527
Accumulated amortisation {82) (2,747 (24) {16%) - {83) {3 105)
Net carrying amount 344 6 538 51 256 501 132 8,422
At 31 December 2010
Cost 1128 9,460 86 425 501 254 11,854
Accumulated amortisation (141) (2,955} (32) (228) - (128) (3,454)
Net carrying amount 1,017 6,505 54 197 501 126 8,400

*  Purchased as part of business combinations

The Group has a 20 2% interest in the service organisation, Richards Bay Coal Terminal Company Limited, acquired in a business combination, through which
the shareholders gain access to export markets enabhing them to realise higher coal sales prices than in the domestic market The export nghts are amorused

based on a unnts-of-production method




The Group previously acquired the rnight to market to third parires vanous leading technologies for the mining, mineral processing and maetals extractron
industnes, In a business combination The technology patents are amartised over their useful economie lives of 20 years 1o June 2023

The Group previously acquired hydroelectricity nghts which will be amortised over the expected life of the operation, currently estimated as being 40 years,
following commissioning

A long term feed contract is being amortised over an eight-year period

Other intangible assets mainly compnse computer software and software development that are being amorused over ther useful economic hives of between
three to five years

15 Impairment testing

Goodwill

Goodwill has been allocated to cash-generatng umits {CGUs) or groups of CGUs no larger than the reportable segments that are expected to benefut from the
related acquisitions A CGU 1s the smallest identfiable graup of assets that generates cash inflows that are largely independent of the cash inflows from other
assets or groups of assets This s usually considered a single operation or in some cases a number of operations that ase in close geographical proximity or
share operational efficiencies The carrying values of goodwill by CGU are as follows

-
n
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US$m 2011 2010
Alloys — Afrca 40 49
Copper — Amencas 1,185 1,185
Zine Lead 1,546 1,544
Zinc Lead - Europe 195 203

2,966 2983 é‘
The following goadwill balances result from the requirement on an acquisition to recognise a deferred tax hability, calculated as the difference between the tax E
effect of the farr value of the acquired assets and liabilittes and their tax bases For the purposes of testing this goodwall for impatrment. any of the related &
deferred tax labilities recognised on acquisition that remain at balance date are treated as part of the refevant CGU or group of CGUs 2
Ussm 2011 2010 2
Coal - Australia 357 358
Coal - Amencas North 22 -
Coal - Amencas South 464 444
Copper — Amencas South* 1,445 1,445
Copper — Australasia 126 126 g
Iran Ore ~ Africa 149 95 ]
Nickel — Americas South* 119 119 g
Nickel - Afnca 78 78 2
Nickel = Australasia® iz a7 3
Alloys - Africa 328 399 '2
Zin¢ Lead - Americas North 244 244
Zinc Lead ~ Americas South 160 1460

3,529 3,525

4,495 6,508 o
* Netof impawment losses discussed balow g
The Group performs goadwill impairment testing on an annual basis and at the reporting date if there are indscators of mpairment The most recent test was g
undertaken at 31 October 2011 and, for any assets where addional iIndicators of impairment were identfied in Movember or December, testing was updated s
at 31 December 2011
In assessing whether goadwill has been impaired, the carrying amount of the CGU or reportable segment i1s compared with its recoverable amount
The goodwil impawrment expense recognised as an exceptional item in the income statement {refer to note 10} relates to the following

Impairment
Us$m method 2011 2010
Nickel - Amencas South FVLCS - 201 LA
- 20 3

For the purpose of goodwill impairment testeng in 2010 and 2011, recoverable amounts were determined based on *farr value less costs to sell’ (FYLCS) E'
caleulations with the exception of Coal - Australia goodwill, Coal — Amencas South goodwill and Chrome - Africa goodwill which were based on ‘value-in-use' B
(VL) calcutations §
Where observable market prices are not available, FVLCS was calculated using a discounted cash flow methodology taking account of assumptions that would z

be made by market participants
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Notes to the financial statements continued

15 Impairment testing continued

ViU is based on the cash flows expected to be generated from mines, smelting and refining operations mcluded within the CGUs or repartable segments
Cash flows are projected for penods up to the date that mining and refining are expected 1o cease, based on management's expectations at the tme of
completing the testing This date depends on a number of vaniables, Including recoverable reserves and resources, the forecast selling pnces for such
production and the treatment charges receved from the refining operations Cash flows have been projected for a maximum of 45 years (2010 30 years)

Key assumptions
The key assumptions used in the VIU calculations and in determining the FVLCS are

» recoverable reserves and resources,

» commodity pnces,

* operaung costs,

s treatment charges recervable by smelung and refiming operations,
s capital expenditure,

» discount rates, and

« fareign exchange rates

Ecanomucally recoverable reserves and resources represent management s expectations at the tme of completing the imparment testing, based on reserves
and resource statements and exploration and evaluation work undertaken by appropnately qualfied persons A summary of the mineral resources and ore
reserves 15 published on the Xstrata plc website

Long-term commodity prices and treatment charges are determined by reference to external market forecasts Specific prices are determined using
nformation available in the market after considenng the nature of the commodity produced and long term market expectations Forecast prices vary in
accerdance with the year the sale 15 expected to occur The commodity prices used in the Impairment review are management esumates and are within the
range of the available analyst forecasts at 31 October 2011 and 31 December 2011

The attnbutable value to reserves and resources using the FYLCS method 1s based on management’s best esumates using market-based forecasts and
mnformation avatlable in the market

Cperating cost assumptions are based on management’s best estimate at the date of impairment testing of the costs to be incurred Costs are
determined after considenng current operaung costs, future cost expectauons and the nature and location of the operation

Smeltng and refining treatment charges vary in accordance with the commodity prices and ume of processing

Future capital expenditure is based on management's best estimate of required future ¢capital requirements, which generally 1s for the extraction of existing
reserves and resources It has been determined by taking into account all committed and anuctpated capital expenditure adjusted for future cost estimates

The discount rates that have been used are outlined below In the case of FVLCS they represent real after-tax rates, whereas the VIU discount rates represent
real pre-tax rates These rates are based on the weighted average cost of capital specific to each CGU or reportable segment and the currency of the cash
flows generated The weighted average cost of capital reflects the current market assessment of the time value of money, equity market volatihity and the nsks
spectfic to the CGU or reponable segment for which cash flows have not already been adjusted These rates were calculated with reference to market
informatron from third party adwisers

Discount rate

Impaiment
method 2011 2010
Copper-Americas FVLCS 7% - 11% T% - 1%
Zinc Lead FVLCS 7% 7%

In assessing the FYLCS another key assumptron that would be considered by market participants 1s foreign exchange rates The rates that have been utdised
are based on external market information Specific rates are determined from infarmation available in the market after considering long-term market
expectations and the countnes in which the Group operates

Senstlivity to changes n assumptions
A significant amount of commodity price and foreign exchange volatility continues to exist in the market Adverse changes in key assumptions as described
below could result in changes to impairment charges specdfically in relation 10 Coppers — Americas and Zinc Lead

A summary of the mineral resources and ore reserves related to the goodwilf balances, released in December 2011, 1s sumrnanised as follows

Reserves Resources
Million tonnes Praved Probable Measured Indicated Inferred
Copper — Amencas 1,232 3,825 2,452 7,185 8,044

Zine Lead 88 97 323 287 319




A summary of the mineral resources and ora reserves related to the goodwill balances released in January 2010, s summarised as follows

Reserves Resources
Mithon tannes Proved Probable Measured indicated Inferred
Copper — Americas 1,318 3,283 2,045 6,184 7,246
Zinc Lead 98 8t 335 245 238

Commodity prices — commodity price forecasts were based on external market consensus information The copper pnces ranged from US$$2 62 per pound to
US$3 30 per pound (2010 US$2 14 per pound to US$3 74 per pound), US$0 90 per pound to US$0 98 per pound (2010 US$0 98 per pound to US$1 11 per
pound) for zinc and US$0 92 per pound to US$0 93 per pound (2010 US$Q 79 per pound to US$1 11 per pound) for lead, varying n accordance with the year
the sale was expected to occur

Treatment charges received from smelung and refining - in performing the FYLCS ealeulation for Zine Lead, treatment charges were estimated to be in the
range of US$218 per tonne to US$230 per tonne (2010 US$231 per tonne to U$$275 per tonne) for zinc and U5$132 per tonne to US$142 per tonne (2010
USS105 per tonne to USS$127 per tonne) for lead refining fees, based on the year of processing As outlined above, these prices were based on external
market consensus information

Foreign exchange rates - foreign exchange rates used were based on external market consensus tnformaton The US$ ARS rate ranged from 4 53to 7 11
{2010 3 44 to 4 60), AUD US3 rate ranged from 0 80 to 0 95 (2010 O BO to 0 94) the US$ CAD rate ranged from 1 04 to 1 10 (2010 101 to 1 10), the

US$ CLP rate from 533 to 596 {2010 483 to 595), the EUR USS rate ranged from 1 25 to 1 37 (2010 1 25 to 1 41) and the US$ PEN from 2 84 to 3 07 (2010
2 80 1o 3 07) varying 1n accordance with the year the sale was expected to occur

The impairment tests are particulady sensitive to changes in commodity prices, discount rates and foreign exchange rates Changes to these assumptions
could have resulted in changes to impairment charges The table below summarises the change required to key assumptions that would result in the carying

-
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value equalling the recoverable values Em
Excess of Change in the key assumption that would g
recoverable resultin the recoverable amount equalling a
amount over the carrying value (%) F]
carrying value Commodity Discount Foreign ﬁ
2011 {US$m) prices rate*  exchange rate z
Copper — Amencas 7.250 15% 5% 75%
Zinc Lead 2,116 1% 2% 16%
* Amounts rela-e to absolute movement in discount rate
Excess of Change in the key assumpuon that would
recoverable resylt in the recoverable amount equalling -
amount over the carrying value (%) g‘
carmying value Cammodity Discount Faraign o
2010 {US$m) prices rate*  exchange rate 2
Copper - Amenicas 5,192 15% 4% 55% §
Zinc Lead 3,129 17% 4% 30% B
<
* Amounts relate 1o absolute movement in discount rate ?
Feor the purposes of tesung for impairment of goodwill using the VIU basis for chrome, the excess of recoverable amount over the carrying value was US$4,027
milhion (2010 US$3,328 million} and management 1s of the opinion that no reasonably possible changes in the key assumptions could result in an impairment
expense being recognised
Other non-current assets o
The imparment losses/{reversals) recogmised as exceptional tems in the income statement (refer to note 10), excluding the goodwill impairment above, relate g
to the following 5
o
Impaiment §
US$m method® 2011 2010
Nickel - Americas North FVLCS (392) -
Nickel - Amencas South FVLCS - 358
Niekel - Australasia FVLCS 469 -
Nickel - Europe FVLCS (71) -
& 358
*  FVLCS was calcutated using a discounted cash flow methodology taking account of assumptions that would ba made by market perucpants ;‘
[
2011 §
The results of the 2011 impairment testing indicated that the estimated recoverable amount of the Nickel operations in North America and Europe mncreased oy
following the completion of the optimisation project, resultung m an impatrment reversal of US$463 million (US$324 mullion after tax) g
B
The Prospero nickel mine in Australia was permanently closed duning 2011 resulting in the impairment of US$469 million (US$328 million after tax) against the 3
carrying value of its assets and surrounding prospective areas g

2010

Impairment charges of US$358 million were incurred following a review of the Araguaia nickel project in Brazil
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Notes to the financial statements continued

16 Property, plant and equipment

Explorstion and Land and pmr:r‘!‘n:g Flantand  Capital works
usStm evaluation buildings and leases squlpmaent in progress 2011
At 1 January 2011, net of accumulated depreciation 1,319 3,044 23,611 10,468 7,442 45,884
Acquisiions é 1 431 99 3 540
Additions 557 489 376 2,821 4,181 8,424
Asset acquisitions 1 - 316 - - az7
Disposals - (2} {12) {5) {14) (33)
Rehabilitation provision adjustments (refer to note 31) - - 475 - - 475
Reclassifications [88)] 297 756 815 (3,857) -
Depreciation charge 4 (266} (1,495} (1,351) {2 (3.118)
Net Impairment effect (68) - (63) 107 - (22)
Translation adjustments 1 {92) (466) {361) {105) (1,023)
At 31 December 2011, net of accumulated depreciation 1,613 3,471 23,929 12,593 9,648 51,454
At 1 January 2011
Cost 1,644 4,601 31,430 17,286 7,454 62,417
Accumulated depreciation (327} {1,557} (7.819) (6,818) (12) (16.533)
Net carrying amount 1.31¢9 3,044 23,611 10,468 7.442 45,884
At 31 December 2011
Cost 2,306 5,238 33,158 20,088 9,659 70,449
Accumulated deprecation (493} {1,767) (5.229 (7,495) {11) (18,995)
et carying arnount 1,813 3,471 23929 12,593 9,648 51,454
Mining
Exploration and Land and properties Plant and Capntal warks
ussm evaluation buldings and leases equipment N progress 2010
At 1 January 2010, net of accumulated depreciation 1,046 2974 21,142 8,604 5,631 39397
Acquisitons 86 - 408 {7} - 487
Additions 367 270 427 1,59 3,684 4339
Disposals 2 {©) 3 (12) (3} 28)
Rehabilitation prowision adjustments (refer to note 31) - - 255 - - 255
Reclassifications {212) (¥18) 1 B42 ns (2,204) 23
Depreciation charge - (290) (1 282) {1,0563) (4} {2 639
Impairment charge - - {358) - - (358)
Translation adjustments 34 214 1,180 6420 338 2 406
At 31 December 2010 net of accumulated depreciation 1,319 3,044 23 611 10,468 7,442 45,884
At 1 January 2010
Cost 1409 4,246 27,038 13,849 5452 52194
Accumulated depreciation {363) (1,272 {5,896) (5 245} 21) {12,797}
Net carrying amount 1,046 2,974 21,142 8,404 5,631 39,397
At 31 December 2010
Cost 1,646 4,601 31,430 17 284 7,454 62,417
Accumulated depreciation (327) {1,557) (7,819 6,818) {12) (16,533)
Net carrying amount 1,319 3044 23,611 10,468 7,442 45,884

Land and buildings include non depreciating freehold land amounting to US$726 million {2010 US$662 midlion}

Miming properties and leases at 31 December 2011 include deferred stnpping costs of US$1,193 million {2010 U$$1,038 rmullion} US$290 millson (2010
US$231 millian) of deferred stnpping costs were capitabised dunng the year Capital expenditure {refer to note 9) comnprises additions to intangible assets

{refer to note 14) and property, plant and equipment excluding deferred stnpping costs capitalised during the year

The carmying value of plant and equipment held under finance leases and hire purchase contracts at 31 December 2011 1s US$158 mullion {2010 US$155
milhon) Leased assets and assets under hire purchase contracts are pledged as secunty for the related finance leases and hire purchase habilities The carrying
value of other property, plant and equipment pledged as secunity 1s US$6 mullton (2010 US$18 million)

U5$104 million {2010 US$82 milhon) of borrowing costs were capitalised dunng the year and there 1s US$224 million (2010 US5$122 million) of capitalised

borrowing costs within property, plant and equipment at 31 December 2011 The rate used to deterrnine the amount of borrowing costs eligible for

capitalisation was 5 3% (2010 5 7%}, which 1s the effective interest rate of the specific and allocated generat borrowings

The carmrying value of property, plant and equipment at 31 December 2011 that 1s temporanly idle 1s US$59 milion {2010 US$51 million)

The Group has made commitments to acquire property, plant and equipment totalling US$1,854 millon at 31 December 2011(2010 U5$730 mullion)




17 Biological assets

Ustm 2011 2010
At 1 January 23 20
Addiuons 8 7
Disposals (8} 8]
Translation adjustments - 3
At 31 December 23 23

Biological assets are stated at fair value less estimated selling costs, which has been determined based on independent valuations as at 31 December 2011

and 2010 on the basis of open market value, supported by market evidence As at 31 Decernber 2011, the Group owned 46,000 (2010 47,000} cattle

18 Inventones

UsS$m 2011 2010
Current
Raw materials and consumables 1,677 1,493
Work in progress 2,350 2,285
Fimished goods 1,215 985
5,242 4,763
Non current
Work in progress 7 45
7 45
Non-current inventones comprises long-term ore stockpiles that are not planned to be processed within one year
19 Trade and other receivables
Ussm 2011 2010
Current
Trade debtors 3,037 3,930
Advances ?4 81
Employee entitlement recevables (refer to note 31) 44 38
Recoverable sales tax 559 347
Other debtors 11 67
3,742 4 443
Non current
Employee entitlement receivables (refer to note 31) 60 5
Other debtors 150 117
210 1468

20 |nvestment in associates
Lonmin ple
The share pnice of Lonmin as listed on the London stock exchange at 31 December 2011 was GBP? 80 per share (2010 GBP19 64 per share} The Group

beheves that the recoverable amount of the investment using the VIU method was higher than the value based on the listed share price at that date because

this share price continues to reflect ongoing uncertainty and volatility in world ecanomic markets as opposed to the fundamental long-term value of this
nvestment, therefore the carrying value s supported on a ViU basis The carrying amount of Lonrmin at 31 December 2011 was US$1,536 milbon (2010
US$1,558 million) The Group held 49 8 milion (2010 49 8 million) shares i Lonmin pl at 31 December 2011

Cther associates
The Group s other associates are {refer to note 3%)

* interests in coal terminals {Newcastle Coal Shippers Pty Ltd, Port Kermbla Coal Terminal Limited, WICET Holdings Pty Lid and Richards Bay Coal Terminal

Company Ltd), through which 1t gains access to export markets and

» a25% nterest in the Noranda [ncome Fund which owns a zin¢ refinery i Salaberry-de Valleyfield, Quebec

The Group held 12 5 milhon {2010 12 5 millvon) units In the Noranda income Fund and the unit price as hsted on the Toronto stock exchange at 31 December
2011 was CAD 5 68 per unit {2010 CAD4 65 per unity The Group has determined that the recaverable amount of the investment calculated using the VIU

methad 15 higher than the value based on the listed unit price because of the contmued uncertainty and volatlity in world economic markets

The companies which own the coal terminals are not histed so there 1s no published quoted price for the value of these investments The Group estimates that

the camying value of these investments 1s at least equal to fair value

-
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Notes to the financial statements

20 Investment in associates continued

The following 15 a summary of the financial information for the associates

continued

LIS§m 201 2010
Share of associates’ bafance sheet
Mon-current assets 2,519 2,545
Current assets 372 608
Total assets 2,891 3,153
Non-current habilities (657) {835)
Current habilites (250) 31N
Total hatilities (907} {1,152)
Non-controlling interests (215) {215)
Net attnibutable assets 1,769 1786
Carrying amount of the investment 1,769 1,786
Share of assaciates’ revenue and profit
Revenue 663 594
EBITDA 146 116
EBIT 68 43
Net interest paid 3] 7.
income tax (expense)/benefit {15) (24)
Profit for the year 49 15
Arributable 1o
Equity holders of the parent 41 ¢
Non-controlling interests 8 IS
49 15
All associates have a reporting date of 31 December, except for Lonmin which has a reporung date of 30 September The Group's share of results from
associates 1s included above The Group's share of Lonmin’s results 1s based on Lonmin's financial statements for the year ended 30 September 2011 and
adjusted for any significant known transactions between October and December 2011
21 Interests in joint venture entities
The Group has vanous interests in jointly controlled entiies operations and assets as ocuthned i note 35 The Group recogmises its interests in jointly
controlled entities using the proportionate method of consolidauon as outhned in note é
The following 1s a summary of the financral informatien of the Group’s jointly controlled entiues n Africa, Australia and South America
uUs$m 2011 2010
Share of joint ventures’ balance sheets
Non-current assets 11,163 10 207
Current assets 1,016 1129
Total assets 12,179 11,336
Non-current habilities (1,994) (2,025)
Current habilities . (747) (495)
Total habilities {2,743) (2,520)
Net assets 9.436 8,816
Net assets consolidated 9,436 8,816
Share of joint ventures revenue and profit
Revenue 3,075 2803
Operating costs (before depreciation and amortisation) (762) 583}
EBITDA 2,313 2,220
Depreciation and amortisation (381) {364)
EBIT 1,932 1,854
Finance income 1 70
Finance costs (5) (24)
Profit before tax 1,928 1,900
Income tax expense (541) 3n)
Profit for the year 1,387 1,529




22 Avallable-for-sale financial assets

US$m 2011 2010

A far value

Shares — listed 79 160

Shares — unlisted 7 5

Royalty contract 172 182
258 347

Available-for sale financial assets consist of a lang-term royalty income contract and investments in hsted and unhsted ordinary shares that have no fixed
maturity date or coupon rate These investments are held for strategic purposes

n 2011 and 2010 the listed shares related to compantes in the mining industry The listed shares are carmied at fair value In 2011, hsted shares with a carying
value of US$51 million were sold for a gain of US$29 million (2010 US$135 million sold for a gain of $73 million) and an impairment of $43 million was
recognised in the income statement due to the continued subdued equity markets

Unhisted shares mainly comprise interests in ports in Australia used to export coal and are carnied at farr value

23 Denvative financial assets

US$m 2011 2010
Current
At farr value
Foreign currency cash flow hedges 24 126
Commodity cash flow hedges 31 -
Farr value interest rate hedges 33 n
Other interest rate denvatives 2 1
Other foreign currency denvatives ] 32
96 236
Non current
At far value
Commodity cash flow hedges 1 -
Fair value interest rate hedges 666 529
Other intergst rate denvatives 13 41
680 570
Total 776 806

24 Other financial assets
US$m 2011 2010

MNan current

At fair value

Infrastructure loans 183 -
Loans to joint venture patners 396 375
Rehabilitavon trust fund 104 21
Other - 58 48

743 514

infrastructure loans
AUD denominated secured subordinated loan funding has been provided to Wigains Island Coal Export Terrminal Pty Limited for the construction of a coal
terminal in Austrahia The loan 15 subject to a floating rate of interest and 1s repayable by 30 September 2020

Loans to joint venture partners

ZAR denominated loans of US$280 million (2010 WS$375 million) are receivable from ARM Coal that are subject to a floating rate of interest with no fixed
repayment date ZAR denominated loans of US$5% midllion (2010 US$nil} are recewvable from Ngazana Consortium that are subject to a floating rate of interest
with no fixed repayment date ZAR denominated loans of US$57 million (2010 US$nil) are recevable from Bakwena-Ba Mogopa Community Trust that are
subject to a floating rate of interest and 1s repayable by 31 December 2026

Rehabilitation trust fund

The rehabilitation trust fund in Seuth Afnica receves cash contnibutions to accumulate funds for the Group's rehatulitauon habsliues relating to the eventual
closure of the Group’s coal aperations Amounts are paid out from the trust fund following completion and approval of the rehakbilitation work by the South
African Department of Minerals and Energy The contributions to the trust fund are placed with investment banks that are responsible for making investments
n equity and money market instruments The trust fund i1s to be used according to the terms of the trust deed and the assets are not available for the general
purposes of the Group The trust fund 15 carned at farr value
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Notes to the financial statements continued

25 Cash and cash equivalents and non-cash transactions

US$m 2011 2010
Cash at bank and in hand 945 733
Short-term deposits 1,003 989

1,948 1722

The majonity of cash at bank and tn hand earns interest at floating rates of interest with a limsted amount at fixed rates of interest or interest-free Short-term
deposits are made at call and for less than one week, dependent on the short-term cash requirements of the Graup, and eam interest based on the respective
short-term deposit rates The fair value of cash and cash equivalents at 31 December 2011 and 31 December 2010 approximates carrying value

For the purposes of the consalidated cash flow statemeny, cash and cash equivalents compnse the following at 31 December

Ussm 2011 2010
Cash at bank and in hand 945 733
Short-term deposits 1.003 989
Bank overdrafts {refer to note 28) (5) {12)

1,943 1710

During the year, the Group entered into new finance leases and hire purchase contracts to purchase vanous items of plant and equipment for US$5 million
{2010 US368 million) which did not require the use of cash and cash equivalents and are not included n the net cash flow used In Investing and financing
activities in the consolidated cash flow statement

26 Capital and reserves

Us$m
Authonsed
4,500,000,000 ordinary shares of US$0 50 each as at 1 January 2010, 31 December 2010 and 31 December 2011 2 250
50,000 deferred shares of GBP1 00 each as at 1 January 2010 31 December 2010 and at 31 December 2011 -
1 special voting share of US$0 50 as at 1 January 2010, 31 December 2010 and as at 31 December 2011 -
2,250
issued, called up and fully paid
2.939,011,620 ordinary shares of US$0 50 each as at 1 January 2010 1,469
25,680,456 ardinary shares issued on the exercise of convertible borrowings 13
2,964,692,076 ordinary shares of U5$0 50 each as at 31 December 2010 and 31 Decernber 2011 1,482
Share premium
As at 1 January 2010 15096
25,680,456 ordmnary shares issued on the exercise of convertible borrowings 362
As at 31 December 2010 and as at 31 December 2011 15,458
US$m
Own shares
40,626,878 ordinary shares of US$0 50 each as at 1 January 2010 {1,306)
5,832,841 ordinary shares disposed during the year - 136
521,098 ordinary shares purchased during the year nn
35,315,135 ordinary shares of US$0 50 each as at 31 December 2010 (1,181)
2,635,979 ordinary shares disposed during the year 59
777 678 ordinary shares purchased dunng the year {18)
33,456,834 ordinary shares of US$0 50 each as at 31 December 2011 {1,140)

Details in respect of the vanous classes of shares are outlined in the Directors’ Report on page 112

Ordinary shares
During 2010, the US$375 milhion converuble borrowings were converted at the option of the holders into 25,680,456 ordinary shares
in Xstrata ple




Own shares
Own shares compnse shares of Xstrata pie held in the ESOP and shares held by Bauss Investments (Batsss) for the ECMP

The shares acquired by the ESOP are either stock market purchases or share issues from the Company The ESOP 15 used to co-ordinate the funding and
manages the delivery of ordinary shares for options and free share awards under the Group’s employee award schemes The trustee of the ESOP 18 permitted
to place the shares back into the market and may hold up to 5% of the 1ssued share capital of the Company at any one tme At 31 December 2011, 5 028 048
{20103 6 686,349) shares, equivalent to 0 2% {2010 0 2%} of the total issued share capital, were held by the trust with a cost of US$114 million (2010 US$155
milion} and market valua of US$76 million (2010 US$162 million) The trust has waved the nght to receive dividends from the shares that it holds Costs
relatng to the administration of the trust are expensed in the penod in which they are incurred

The shares acquired from the stock market by Bauiss and held for the ECMP are used by the Group as a source of financing for future acquisitions or placed
back into the market The decisian as to when to place the shares in the market, use the shares to assist the Group in facilitating future transactions or to
repurchase shares for cancellation 15 considered in hight of the Group’s funding requirements and capital structure

Batiss 1s not permitted to hold more than 10% of the 1ssued share capital of the Company at any one time Batiss has entered into an option agreement with
Xstrata Finance (Dubal) Limited {Xstrata Finance), a wholly owned subsidiary within the Xstrata Group, whereby Batiss has granted to Xstrata Finance a night to
require Batiss to sell the purchased Xstrata shares to a third party (other than a subsidiary of Xstrata plc}, as nomunated by Xstrata Finance, at an exercise price
of 1p per share Under the option agreement, Xstrata Finance pays Bauss a premium for this nght the premium being the equivalent of the market price paid
by Bauiss for the shares plus associated costs less the 1p exercise price This premium payment, together with funds from a subscnption by Xstrata Finance for
non-voting redeemable preference shares in Bauss, provides the funding for Batiss to acquire the shares in the market These payments are sourced from the
existng and future cash resources of Xstrata Finance Xstrata Finance 15 able to exercise its nght under the option agreement for a period of six years from the
date of each purchase but has not chosen to do so in ether 2011 or 2010

Batiss has warved its nght to receive dividends on the shares that it holds At 31 December 2011 28 428,786 (2010 28,428,786) shares, equivalent to 1 0%
{2010 1 0%) of the total issued share caprtal, were held by the trust with a cost of U5$1 026 million (2010 US$1,026 million) and market value of US$432
mithon {2010 US$668 millien) Costs relaung to the admwistration of the trust are expensed in the peniod in which they are incurred

Consolidated changes in equity

Other reserves
Foreign

Revaluauon Net unrealised currency
US$m reserves  Other reserves gainsi{losses) transtation Tota!
At 31 December 2009 1,440 1,229 188 2,749 5 606
Gains on available for sale financial assets - - 118 - 118
Realised losses on avallable-for-sale financial assets - - {73) - (73}
Gains on cash flow hedges - - 117 - 117
Realised gans on cash flow hedges* - - {131) - {131
Foreign currency translation differences - - - 2,459 2,459
Deferred tax - - ) (48) (57)
At 31 December 2010 1,430 1,229 210 5,160 8,039
Unrealised losses on available for-sale financial assets - - 37 - (37)
Realised gamns on available-for szle financial assets - - 8} - (8}
Gains on cash flow hedges - - 26 - 26
Realised gatns on cash flow hedges* - - (51) - {51)
Foreign currency translation differences - - - (1 309) {1,309
Deferred tax - - 19 2 21
At 31 December 2011 1,440 1,229 159 3,853 6,681
" Recyclad gains of US$59 millon {2010 U5$115 millon) are included 0 Revenue in the income 11, mcluding non lling intarests

Revaluation reserves
Thus reserve pnneipally records the re-measurement from cost of the 19 9% interest held in Falconbnidge Limited {Falconbndge) to the far value of 19 9% of
the identifiable net assets of Falconbndge on 15 August 2006, the date the Group obtained control of Falcenbndge

Other reserves
Thus reserve principally onginated during 2002 from the merger of Xstrata AG into Xstrata plc of U$3279 million and the 1ssue of shares from the acquisition of
the Duiker and Enex Groups of U5$935 milion

Net unrealised gains/(losses) reserve
This reserve records the re-measurement of available-for-sale financial assets to fair value {refer to note 22) and the effectve portion of the gain or loss on cash
flow hedging contracts (refer to notes 23 29 and 36) Deferred tax 1s provided on the re-measurement at tax rates enacted or substantively enacted
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Notes to the financial statements continued

26 Capital and reserves continued

Foraign currency translation reserve

This 15 used to record exchange differences ansing from the translauon of the financial statements of foreign subsidianes It 1s also used to record the
exchange differences from the translation of quass equaty inter-company loans in foreign operations On disposal or partial disposal of a foreign enuty the
deferred accumulated amount recognised in this reserve 1s transferred to the income stateament

Capital management

The capital of Xstrata plc 1s the total equity and long term borrowings, including capital market notes (refer to note 28), on the Group's balance sheet The
objective of the Company’s capital management 1s to grow and manage a diversified portfalio of metals and miming businesses with the aim of delivering
industry-teading returns for its shareholders The management of the Group's capital 1s performed by the Board of Drrectors There are no externally imposed
capital requirements

27 Trade and other payables

USSm 2011 2010
Current
Trade payables 2,562 2,544
Sundry payables 829 730
Interest payable 72 67
Accruals and other payables 1,639 1481
5,102 4,802
Non-current
Accruals and other payables 82 83
82 88
Total 5,184 4 890

All current payables are expected to be settled in the next 12 months and non-current payables are expected to be settled over a weighted average Iife of
four years (2010 six years)

28 Interest-bearing loans and borrowings

USSm 2011 2010

Current

At amortised cost

Bank overdrafts 5 12

Bank loans - other unsecured 139 40

Capital market notes 1,382 2192

Obfhgations under finance leases and hire purchase contracts® 38 74

Other foans 2 -
1,566 2,318

Non-current
At amortised cost

Bank loans — other unsecured 34 173
Capital market notes 8,394 6,550
Non-controlling interest loans 204 243
Obhgations under finance leases and hire purchase contracts® 166 177
Other loans ] 11
8,804 7,154
Tatal 10,370 9,472
Less cash and cash equivalents {refer to note 25) (1,948) (1,722}
Net debt excluding hedges* 8,422 7750
Hedges** (273} {112)
Net debt including hedges* 8,149 7.638

{) Secured over sraclflc tems of plant and equipment {refer to note 14)

*  Net debt 13 defined a3 lcans and borrowings net of cash and cash equivalents

** Denvative financial instrumenis that have been designated specifically to provide 8 hedge of capital market notes have been mcluded above 1o reflect 2 more accurate economic posinon of the Group s overall
nat debt at year end

Existing facihties in 2011

The Xstrata Group has entered into bank loans described below

Syndicated bank loans

In Qctaber 2011, the Group entered into a guaranteed US$6 000 million mult currency revalving syndicated loan facility matuning in October 2016 Interest is
payable on drawn down amounts at a rate that 1s the aggregate of LIBOR and the relevant margin, which 1s 85 basis points per annum As of 31 December
2011, US$6,000 million was available ta be drawn under this facility




Repaid facilities

On 17 September 2010, the Group entered Into a guaranteed US$4,0600 milhion multi-currency revolving syndicated loan facility {Syndicate Facilities
Agreement) split into two US$2 billion tranches with one tranche maturing three-years after the date of the facility and the other maturing five-years after the
date of the facility Interest was payable on drawn down amounts at a rate that was the aggregate of LUBOR or, in relation to any loan in Euro, EURIBOR and
the relevant margin, which was 90 0 basis points per annum under the three year tranche and 100 0 basis peints per annum under the five-year tranche
respectively This facility was cancelled in October 2011 and replaced with the US$6,000 million syndicated loan facility

On 25 July 2007, the Group entered into a guaranteed US$4 680 milhan mult-currency revolving syndicated loan faciity {Syndicated Facilities Agreement)
Interest was payable on drawn down amounts at a rate that was the aggregate of LIBOR or, in relation to any loan in Euro EURIBOR and the relevant margn,
which was 27 5 basis points per annum The facility was cancelled in October 2011

On 6 October 2008 the Group entered into a guaranteed US$5,000 milion mult-currency revolving syndicated loan faciity {Club Facility) scheduled to mature
on 30 September 2011 Interest is payable on drawn down amounts at a rate that 1s the aggregate of LIBOR or, in relation to any loan in Euro, EURIBOR and
the relevant margen, whaich 15 150 basis points per annum The Club Facility was amended on 30 December 2008 to increase the facility amount to US$5,459
million and on ? April 2010 to decrease the facility amount to US$3,000 million During 2009, the amounts drawn down under this facility were fully repaid
from the proceeds from the nghts issue {refer to note 26} This facility was cancelled during 2010 and replaced with the US$4,000 million syndicated loan
facility

Capital market notes
As at 31 December 2011, other unsecured private placements included

Effective Effective
At interost At interest
31 Dec 11 Fixed or floating rate % 31 Cec 10 rate %
Facility Denomination USSm tnterest rate m 2011 Maturity US$m n 2010
Series B senior unsecured notes® us$ - Fixed &75 Jun 11 13 675
Series B senior unsecured notes' uss - Fixed 7 00 Jun 11 52 700
Unsecured notes™ uss - Fixed 550 Nov 11 751 550
Unsecured notes®™ uss 1,185 Fixed 580 Nov 16 1144 580
Unsecured notes® EUR &77 Fixed 488 Jun 12 722 488
Unsecured notes®® EUR 786 Fixed 525 Jun 17 774 525
Unsecured notest® Us$ 495 Fixed & 90 Nov 37 494 690
Unsecured notes™ EUR - Fixed 588 May 11 1039 588
Unsecured notest® EUR 875 Fixed 625 May 15 874 625
Unsecured notes'™ GBP 936 Fixed 738 May 20 842 738
Senior debentures™ us$ - Fxed &03 Feb 11 308 603
Semior debentures® us$ 255 Fixed 588 Jun 12 265 588
Serior debentures® uss 302 Fixed 6 06 Jul 12 305 606
Senior debentures® uss 397 Fixed 634 Oct 15 391 634
Serior debentures® uss 266 Fixed 616 Jun 15 264 616
Serior debentures® uss$ 241 Fixed 639 Jun 17 240 639
Seruor debentures® uss 235 Fixed 677 Jun 35 234 677
Unsecured notes @ uss 797 Fixed 285 Nov 14 - -
Unsecured notes @ uUss$ 697 Fixed 360 Jan 17 - -
Unsecured notes @ us$ G904 Fixed 495 Now 21 - -
Unsecured notes s Us$ 490 Fixed 600 Nov 41 - -
Commercral paper™ Us$ 148 Floating 033 Jan 12 30 042
9,776 8742

(a) An Austrahan subsidiary designated the senes B senior unsacured notas as a far value badge of an investment in South Amenca The hedge was used to reduce exposure to foreign currency nisk

(b In November 2006 the Group issued guaranteed capital market notes to refinance exsting debt facilities of a US$1 000 million 10 year note at a fixed interest rate of 5 B% and a US$750 million five year note
at a fixed nterest rate of 5 5%

(¢} In June 2007 the Group issued a two tranche EUR1 000 million guaranteed bond effering comprsmg EURS00 midlion & 875% fixed guaranteed notas due 2012 and EURS00 miflon 5 25% fixad guarantesd
notes due 2017 These bonds have been swapped to USS The swaps have been accounted for a3 cash flow hedges with an unrealised loss of U5$54 million (2010 unrealsed loss of US$12 million) at 31
December 2041 (refer to note 38}

(d) In Nevember 2007 the Group issued guaranteed 30-year notes of US$500 million beanng interest at a fixed rate of 6 9%

{e) In May 2008 the Group 1ssued a two tranche EUR1 350 million guaranteed bond offenng  compnismg EUR750 milhon § 875% fixed guaranteed notes due 2011 and EURG00 milion 6 25% fixed guaranteed
notes due 2015 In May 2008 the Group sued a guarantesd bond offering of GBP500 million 7 375% fixed guaranteed notes due 2020 These bonds have been swapped to US$ The swaps have been
accounted for as cash flow hedges with an unrealised loss of US$349 million at 31 December 2011 (2010 unrealised loss of US$510 mullion)

(# The guaranteed semior debentures were assumed by the Group through the acquisiuon of Falconbndge in 2006 Pursuant ta tha terms of the note indentures as amendad by supplemental indentures Xstrata
ple has fully and unconditonally guaranteed in favour of the holders of the senmor debantures the payment within 15 days of when due of all financial habilues and obligations of Xstrata Canada Corporation
10 such holders undar the terms of the senior debentures

(g) In November 2011 the Group issued a four tranche US$3 00G rllion guaranteed bond offering comprsing fixed interest US$800 milbien 2 85% notes due 2014 US$700 million 3 60% notes due 2017
US$1 000 rullror 4 95% nates due 2021 and USS500 millian & 00% notes due 2041

{h} In February 2008 the Group entered into a US$1 000 million commercial paper programme facility with matunties of up 10 12 months Interest is payable on the nates at a rate that 1s based on UBOR

A poruan of the fixed interest rate of the unsecured notes and senior debentures has been swapped to a floating rate The swaps have been accounted for as
fair value hedges with an unrealised gain of US$702 million (2010 US$609 million unrealised gain) at 31 December 2011 (refer to note 36)
Hedging ineffectiveness during 2011 resulted i other financial loss of US$31 million (2010 US$6 million loss)
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Notes to the financial statements continued

28 Interest-bearing loans and borrowings continued

Bank loans - other unsecured

The Group has debts of proportionally consolidated jotnt ventures of US$139 million (2010 US$139 million) which bear interest at a rate based on LIBOR plus
175 basis points, repayable in August 2012 and US$34 millon (2010 US$34 million) which bear interest at a rate based on UIBOR plus 187 basis paints,
repayable in Apn| 2015

Bank overdrafts — unsecured
The Group has bank overdrafts that are subject 1o local and US$ pnime floating interest rates in which they have been drawn down The majonty of the bank
overdrafts are denominated in Canadian and US dollars

Non-controlling interest ioans

Non-controling interest loans include AUD denominated loans of US$204 millien (2010 US$162 milhon) payable to Indophil Resources Limited for the
Tampakan copper project The ioan s subject to a fixed rate of interest of 4%, payable quarterdy with no fixed repayment date, and is not payable within 12
months

Other loans
Other loans include
A loan of US$8 million (2010 US$6 million} from the Cantabria Govemment and the Spanish Ministry of Industry & Energy, unsecured and mterest free

29 Dernvative financial habilites

Ussm 2011 2010
Current
At far value
Commodity cash flow hedges - 50
Foregn currency cash flow hedges 47 170
Other foreign currency dervatives 16 163
Other interest rate denvatives 2 -
65 383
Non current
At fair value
Foreign currency cash flow hedges %6 352
Other interest rate denvatives 21 14
417 366
Total 482 749

30 Other financial liabiltties
us$m 2011 2010
Mon-current

At farr value

Loans from joint venture partners 212 236
At amortised cost

Loans from development project parntners 494 420
Total 708 656

Loans from joint venture partners
A ZAR denominated loan of US$212 million (2010 US$236 million) 1s payable to ARM Coal The loan 1s subject to a floating rate of interest based on a dwidend
calcufation with no fixed repayment date and 1s not callable within 12 months

Loans from development project partners
A US$ denominated loan of US3496 million {2010 US$420 millwon) 15 payable to Société Minigre du Sud Pacifique for the Koniambo nickel project The loan is
subject to a floating rate of interest based on a dwidend calculation with no fixed repayment date and 1s not callable within 12 months




31 Prowvisions
Share-based Post-reurement

Employ P medical  Rehablltation Onerous

Us$m entitiements plans plans costs contracts Othar 2011
At 1 January 596 252 535 2,229 178 289 4,079
Acquisitions - - - 2 - 2 4
Arising duning the year 77 - 57 19 - 163 616
Discount unwinding 4 - - 131 10 - 145
PPE asset adjustment [refer to note 16) - - - 475 - - 475
Reversals - (153} - - - {15) {168)
Uulised 287) - (27} VAl (1) {167} (583)
Translaton adjustments 12} (2} (&) (55) {4 [{)] (82)
At 31 December 678 97 559 2,710 176 266 4,486
Current a7z - - 125 12 169 778
Non current 206 97 559 2,585 164 97 3,708

&78 kzi 55% 2,710 176 266 4,486

Share-based  Post retirement

Employee  compensavon medical  Rehabilitauon Onerous

US$m enttements plans plans costs contracts Other 2010
At 1 January 477 224 444 1860 182 280 3,467
Ansing duning the year 289 62 90 40 4 132 617
Discount unwinding 3 - - 104 10 - 17
PPE asset adjustment (refer to note 16) - - - 255 - - 255
Utilised (227) (19 (25) (123) 41) (132) (567)
Transfation adjustments 54 {15) 26 93 23 9 190
At 31 December 595 252 535 2,229 178 289 4079
Current 397 - - 102 25 187 n
MNon-current 199 252 535 2127 153 102 3,368

596 252 535 2,22% 178 289 4,079

Employee entitiements

The employee entitiement provisions mainly represent the value of excess leave entitlements allocated over the leave taken by the employees of the Group
These amounts are expected to be utilised as the employees either take their accrued leave or receve equivalent benefits upen ceasing employment Current
employee entitlements include excess shom-term leave entitlements and the porton of non-curent employee entitiements that are expected to be incurred
within 12 months Non-current entitlements include long service leave entitlements that are payable upon an employee attaining a certain penod of service
and workers compensation provisions For some entitlements, amounts will also be recovered from an independent fund (refer to note 19} The current portion
of these costs 1s expected to be utilised i the next 12 months and the non current portion of these costs 1s expected to be utilised over a weighted average
Iife of 10 years (2010 eight years)

Share-based compensation plans
The Group has granted vanous share-based compensauon plans to certain executives and senior employees that will be cash-settled {refer to note 34) The
intrinsic value of the cash settled share-based compensation plans that had vested at 31 December 2011 was US$28 mutlion (2010 US$53 mullion}

Post-retirement medical plans

The Group operates unfunded post-retirement medical benefit plans in North Amenca and a comparatively smaller plan in South Afitca for a number of
current and former employees Independent qualified actuanes using the projected unit credit method assess the accumulated benefit obligation and annual
cost of accrued benefits The current portion of these costs 1s expected to be utilised in the next 12 months and the non-current portion of these costs 1s
expected 1o be utihsed over a weighted average life of 20 years (2010 20 years) {rafer to note 34)

Rehabilitation costs

Rehabilitation prowision represents the estmated costs required to provide adequate restoration and rehabilitation upon the completion of mining activities
These amounts will reverse when such rehabilitation has been performed The current portion of these costs 1s expected to be utilised in the next 12 months
and the non-current portion of these costs 1s expetted to be utilised over a werghted average life of 24 years (2010 29 years) (refer to note 24)

Onerous contracts
Onerous contract provisions represent the restatement of various long-term contracts to their current market value at the acquisition date of subsidianes
These provisions are expected to be utilised over a weighted average life of three years {2010 10 years)

Other
Other includes provsions for hugaton of US$54 million (2010 US$59 million) and restructunng of U5$27 mitlion (2010 US523 million) The current portion of

these costs s expected to be utilised in the next 12 months and the non current portion of these costs 1s expected to be utilised over a weighted average life
of four years (2010 four years)

>
w

wod eensx mw | | L0z poday |enuuy | ereasy |

maraas aiBaeng

MAIAT] BJUBLLIOLAY

2JURLIBADD)

Ssuswiaes |enuedld




-

wod eensy mmm | | |0z Boday |enuuy | elensy |g

Notes to the financial staterments continued

32 Cther habilities

Us$m 2011 2010
Current
Deferred income 55 30
5E 30
Nen-current
Deferred income 8 9
8 9

33 Commitments and contingencies

Operating fease commitments — Group as lessee

The Group has entered into leases for bulddings, motor vehicles and sundry plant and equipment These leases have an average |ife of frve years (2010 five
years) with renewal terms at the option of the lessee at lease payments based on market prices at the time of renewal There are no restnctions placed upon
the lessee by entenng into these leases Future minimum tease payments under non-cancellable operating leases as at 31 December are as follows

US$m 2011 2010
Less than 1 year 78 44
Between 1 and 5 years 150 B3
More than 5 years 29 21

257 148

Finance lease and hire purchase commitments

The Group has entered into finance leases and hire purchase contracts for various items of plant and machinery The majonty of these leases include a residual
balloon payment at the end of the lease term and title passing to the Graup Future minimum lease payments under finance leases and hire purchase
contracts together with the future finance charges as at 31 December are as follows

Present Present

Un-discaunted value of  Un discounted value of

minimum minimum muinImum minmum

payments payments payments payments

UStm 2011 201 2010 2010
Less than 1 year 5% 38 96 74
Between 1 and 5 years 114 46 122 49
More than 5 years 165 120 190 128
Total memimum lease payments 338 204 408 251
Less amounts representing finance lease charges {134) - {(157) -
Present value of minimum lease payments 204 204 251 251

Capital commitments
Amounts contracted for but not provided in the financial statements amounted to US$4,278 million (2010 US$2,163 million), including

* Xstrata Coal US$174 mullion {2010 US$nil) for fleet expansion at Ravensworth North and $383 million (2010 US$nil) for Ulan West expansion project,

* Xstrata Copper US$226 million (2010 US$244 million) for the Ernest Henry underground and magnetite facility, US$303 mallion (2010 US$374 mullion) for the
Antapaccay expansion project and $756 million (2010 US$35 million) for Las Bambas project, and

» Xstrata Nickel US$388 mullion {2010 US$523 million) for the Koriambo project

The balance of the other amounts contracted for but not provided relates to vanious mmor commitments around the Group mainly for the purchase of new
property, plant and equipment

Inchuded in the above 1s US$713 milbon (2010 US$272 million) representing the Group s share of the capial commitments that have been incurred jontly with
other venturers

Finance leases entered into after 31 December 2011 amounted to US$ntl (2010 LSSl




Guarantees

Xstrata Coal Australia has contracted US$$1,864 million {2010 US$1,580 million) for rail take or pay commitments, US$3 691 million (2010 US$2,473 million) for
port take or pay commitments, US$144 milkon (2010 US$114 milhon) for tyres take or pay commitments U5$21 miflion {2010 US$30 million) for electricity take
or pay commitments, US$126 milhon (2010 US$266 million) for explosives take or pay commitments, US$189 million (2010 US$126 mullion) for performance
guarantees to custormers and suppliers under contracts for supply of coal and services and US$418 million (2010 US$2560 million} for guarantees to the New
South Wales and Queensland Departments for Minera! Resources in respect of vanous mining leases and the performance thereaf

Xstrata Coal South Africa has 1ssued guarantees to the Department of Minerals and Energy to obtam certam prospecting permits of US$47 million (2010 US$81
million) and performance guarantees to supplhers of US$6 million (2010 US36 mullion) Xstrata Coal South Afnca has tyres take or pay commitments of US$20
rlhan (2010 US$37 rillion)

Xstrata Alloys has 1ssued guarantees to Eskem for power usage and early termination of power usage of U5$23 million (2010 US$16 million) and to the
Department of Mineral and Energy Mmneral Resources, mumicipalities and governmental boards n respect of vanous mining leases and the performance
thereof for USE51 milien {2010 US$31 rmullion)

Xstrata Technology Australia has issued perfarmance guarantees to customers for US$49 million {2010 US$40 million} and Xstrata Copper has issued
performance guarantees to customers and suppliers and guarantees to the Queensland Departments for Minerat Resources and other government agencies in
respect of vanous mining leases and the performance thereof environmental bonds and self insurance Iicences for US$291 million (2010 US$212 million} and
has contracted US$820 rmillion {2010 US$973 million} for gas, water and electricity commitments

Xstrata Copper has 1ssued vanous guarantees Iin relation to the fathful performance of construction contracts for the Lomas Bayas It project totalling US$11
million (2010 USSnil) 1t has also 1ssued guarantees for comphance of vanous contracts for the Lomas Bayas operation totalling US$4 million {2010 US$nil)

Xstrata Nickel has contracted US$338 million (2010 US$299 million) for energy purchase commitments of which US$10 million (2010 US$10 mthon) has been
1ssued to a suppher a5 a letter of crednt, and issued bank guarantees to the Government of Western Australia for rehabilitation costs of US$4 million (2010
US$3 mdhon}

Xstrata Zinc has ssued performance guarantees to the Northem Territory government for an electnerty supply and pipeline agreement of U$$18 million {2010
US$10 million), and to suppliers of US$3 mdlion (2010 US$1 million) It has provided bank guarantees to the Northemn Temitory government for rehabilitation
costs of US$76 million (2010 US$79 million)

Xstrata Zinc has issued bank guarantees in Spain of US$116 milion {2010 US$40 million) This includes US$4 million (2010 US$5 million) as a guarantee to the
local government for the rehabilitation of the closed Reocin mine (Cantabnia, Spain) and US$2 mullion (2010 US$2 mullion) as guarantee of the rehabibitation of
2 jarofix pond in 5an Juan de Nieva

A letter of credit of US$191 mullion (2010 US$194 million} has been given for the pension labilities of the Group s Canadian operations
Letters of credit have been issued to the Canadian government for rehabilitation costs of US$214 million {2010 US$124 mitlion)
Included in the above 1s US$6,045 millian (2010 U5$4,697 milhon) representing the Group's share of guarantees that have been incurred jointly with other

venturers

34 Employee bensfits
Share-based payments
The expense recogrused for share based payments duning the year is shown in the following table

US$m 2011 2010
Expense ansing from equity-settled transactions 149 116
Expense anising from cash-settled transacuons (153) &2
Total expense arising from share based payment transactions (L)) 178

The Group operates a number of share-based payment plans which are outlined below There have been no cancellations or modificauons to any of the plans
during 2011 or 2010

Xstrata plc Long Term Incentive Plan (LTIP)
The LTIP has two elements

) Acontingent award of free ordinary shares that vests after three years, subject to and to the extent that, performance cntena deterrined at the time of
grant have been sausfied, and

{n} An option to acquire ordinary shares at a specified exercise price after the thurd annwversary of grant, subject to and to the extent that, performance
crteria determined at the tume of grant have been satisfied

AlILTIP awards that vest are subject to the satisfaction of certan performance cntena being met over a three-year performance penod The 2003 LTIP awards
are only subject to the Total Shareholder Return (TSR) performance critena Half of the options and free share awards granted in 2004 and 2005 are condiucnal
on TSR relative 1o a peer group with the remander conditional on the Group’s real cost savings relative to targets set on a stretching scale over the three-year
peraxd Options and free share awards made to corporate employees in 2006, 2007 and 2008 were granted on the same basis as in 2004 and 2005 75% of
options and free shares awarded to business unit employees in 2006 2007 and 2008 are conditional on achieving real cost savings and the remaining 25% are
candittonal on TSR performance cnteria The allocation of performance cniena perntaining to the options and free share awards granted in 2010 and 2011 15
summansed in the following table
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Notes to the financial statements continued

34 Employee benefits continued

Award Employees Number % TSR % cost savings TSR Cost savings
2011
Options Corporate 3,269,555 50% 50% 1,634,777 1,634,778
Business units 6,203,333 25% 75% 1,550,833 4,652,500
9,472,888 3,185,610 6,287,278
Free shares Corporate 1,923,725 50% 50% 961,863 961,862
Business units 1,524,404 25% 75% 381,101 1,143,303
3,448,129 1,342,964 2,105,165
2010
Cptions Corporate 3,610726 50% 50% 1,805,363 1,805 363
Business units 10,658 235 25% 75% 2,664,559 7,993,676
14,268,961 4,469,922 9,799 039
Free shares Corporate 1329146 50% 50% 664,573 664,573
Business units 2 951,543 25% 75% 737,886 2 213,657
4,780,689 1 402 459 2,878,230

For the awards condional on TSR, one-half of the award will vest if TSR growth 1s at the median of the speafied peer group, the full award will vest for
performance at or above the second decile, with straight-line vesting between these points No vesting will occur for below median performance For the
awards where vesting 1s condiuonal on the Group’s real cost savings relative to targets set on a stretching scale 10% of the award will vest for 1% cost savings
70% for 2% cost savings and all awards for 3% or more cost savings, with straight-Iine vesting between these points No vesting will occur if cost savings are
less than 1% Real cost savings are measured in relation to operating costs after adjustng for the effects of inflauon, excluding depreciation commeodity prce-
linked costs, effects of currencies on translation of local currency costs and planned life-of-mine adjustments No other features of the LTIP awards are
incorporated into the measurement of fair value

No consideration will be payable on the vesting of an LTIP award of free ordinary shares On exercise of an option a parucipant will be required to pay an
exercise price that 1s based on the closing market price of an ordinary share seven trading days prior to the date of grant

Of the options listed below, 6 4 million {2010 5 5 millian) are accounted for as cash-settled share based awards whilst the remainder of the LTIP awards are
equity-settled

The movements in the number of free ordinary shares and share options are as follows

Free sharas

201 2010
Number Number
OQutstanding as at 1 January 14,264,247 12,159,847
Granted during the year 3,448,129 4,280,689
Forfeited during the year (630,553) (1,182,800
Exercised during the year 864,229y {993,489)
Outstanding as at 31 December 16,217,594 14 264 247}
Exercisable at 31 December - -
1 The weighted average share price at the date of exercise of these awards was GBP11 72
2 The weighted average share price at the date of exercise of these awards was GBP14 B4
3 Al shares included in this balance have baan accounted for i accordance with (FRS 2 Share basad payments
The weighted average remaining contractual life for the free shares outstanding as at 31 December 2011 13 8 years (2010 8 years)
The weighted average farr value of free shares granted duning the year was GBP12 14 per share (2010 GBPY 39 per share)
Share options
201 2011 2010 2010
Number WAEF Number WAEP
Qutstanding as at 1 January 59,015,377 GBP7 31 50,157,994 GBPs 66
Granted during the year 9,472,888 GBP14 &8 14,268,961 GBP10 31
Forfeted during the year (2,204,837) GBP17 47 (4,109,304) GBP10 13
Exercised during the year {1,325,909) GBP7 27 (1,302,276) GBP6 20
Qutstanding as at 31 December 64,957,519° GBPBO4 590153773 GBP7 31
Exercisable at 31 December 13,986,891 GBP10 73 11917 584 GBP7 89

1 The weighted average share price at the date of axercisa of thesa options was GBP12 37

2 The weighted average share price at the date of exercise of these options was GBP14 20

3 All the share options mcluded in this balance have been accounted for in accordance with IFRS 2 Share based payments except for 50 229 opons (2010 50 229 options) issuad in 2002
The weighted average remaining contractua! life for the share options outstanding as at 31 December 2011 was 7 years (2010 8 years)

The weighted average fair value of options granted duning the year was GBP6 98 {2010 GBP5 55)

The range of exercise prices for options outstanding at the end of the year was GBP1 82 to GBP20 02 (2010 GBP1 82 to GBP20 02)




The following table lists the inputs to the models used to measure the fair value of equity settled awards granted

Date of Date of

grant grant

20114 2010

Dividend yield (%) 14 14
Expected volaulity (%} 74 &9
Risk-free interest rate (%) 25 25
Earliest exercise date 18 Feb 14 18 Feb 13
Latest exercise date 18 Feb 21 18 Feb 20
Expected exercise date 3 Dec 14 3Dec13
Shara pnce a4 date of grant (GBP) 1430 1086
Exercise price {GBP) 14 68 1031
Free share far valve at date of grant {GBP) 1372 939
Option fair value at date of grant (GBP) 726 525

The expected lfe of the options is based on histonical data and 1s not necessanly indicative of exercise pattemns that may occur The expected volatility reflects
the assumption that the histonc volatility 1s indicative of future trends which may also not necessanly be the actual outcome

Both the free shares and the equity settled options are equity-settled plans and the farr value 15 measured at the date of grant

The fair value of the cash-settled options s measured at the date of grant and at each reporting date until the lrability 1s settled using binomial models, taking
Into account the terms and conditions of the award At 31 December 2011 the provision held for cash settled awards was US$42 million (2010 US$70 mullion)
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{refer to note 31) g
a
Deferred bonus <
As detalled within the Directors’ Remuneraton report on pages 94 to 109, the maximum bonus payable under the bonus plan for Executive Directors and the Fl
members of the Executive Committee is 300% of salary Bonuses are payable in three tranches as follows =
-3
¢ the maximurn bonus, which any one participant is eligible to receive in cash will be limited to 100% of the individual’s base salary,
» any addional bonus up to a further 100% of base salary will be deferred for a penod of one year, and
» any remaining bonus will be deferred for a period of two years
The deferred elemants will take the form of awards of Xstrata shares conditional on the participant remaining in employment throughout the deferral pencd
The number of shares awarded will be determined by reference to the market value of the shares at the date concurrent awards under the LTIP are made The &
deferred elements have been treated as an equity-settled share-based payment in accordance with IFRS 2 9‘:“
During the bonus deferral period dwvidend equivalents accrue and are delivered at the end of the deferral period subject to the deferral award vesting g
As dwidend equivalents are recevable on the deferred amounts, the fair value of the deferral s technically equal to the value of the bonuses deferred g
{0
The following deferred bonus awards have been made i
3
2011 2010 2009
Market value of deferred bonus award (USSm} 21 18 10
Number of shares purchased 1,119,976 777,678 521,098
Chief Executive’s Added Value Plan (AVP) g
The AVP 1s a long-term incentive and retenton plan for the Chief Executive which rewards outperformance in ¢reating additional fong-term shareholder value &
aver the value created by Xstrata plc's peer companies (refer to the Directors’ Remuneration report on pages 96 ta 109} and aligns iterests with shareholders e
by means of share ownership by the Chief Executive Performance 1s assessed over penods of three years and five years from the grant date of each cycle and 5

15 based upon the growth in the Company’s TSR over the relevant performance penod relative to an index of global mining companies, which form the Xstrata
TSRIndex A descniption of the performance requirements and the vesting schedule of the plan are detailed within the Directors Remuneration report on
pages 96 to 109 The first cycle of the AVP began in 2005 and has occurred annually untt 2009 There was ne 2010 AVP and no further awards will be granted

For the 2009 plan cycle, the market caprtalisation on 17 Apnl 2009 was US$21 7 billion, the participation percentage was equal to 0 3% and the share prce at
the measurement date was US$8 73 (post nights 1ssue) For the 2008 plan cycle, the market capitahsation on 26 March 2008 was US$76 4 bilhon, the
participation percentage was equal to 0 5% and the share price at the measurement date was US$70 50 For the 2007 plan cycle, the market capitalisaton on
15 March 2007 was US$45 2 billion, the partictpation percentage was equal to 0 3% and the share price at the measurement date was US$46 77 For the 2006
plan cycle, the market capitalisation on 10 March 2004 was US$18 6 bullion, the participation percentage was equal to ¢ 3% and the share price at the
measurement date was US$29 39 For the 2005 plan cycle, the market capitalisation on 9 May 2005 was US$11 4 billion the participation percentage was
equal to 0 5% and the share price at the measurement date was US$18 00 In 2009, 25% of the deferred intenm award of the 2005 AVP cycle was cash-settled
and in 2010, the remarung 25% of the deferred interim award of the 2005 AVP cycle was equity settled as detalled in the Directors’ Remuneration report on
pages 96 to 109
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Notes to the financiol staterments continued

34 Employee benefits continued

The fair value of all awards which are accounted for as cash-settled share-based payments to reflect the expected form of settlement, has been estimated i
accordance with IFRS 2 using 2 Monte Carlo simutation model to incorporate the market-based features of the plan The following table presents the fair value
of each cycle of the award at grant date and the value of the unvested portion of each cycle o conditions that existed at 31 December 2011 are those at the
ume of vesung

Estimated  Value of unvested award based

Plan cycla fair value __ON conditions at 31 December”
US$m Grant date at grant date 2001 2010
2009 17 Apr 2009 135 32 a7

*  This amount represants the value of the award if it had vested as at 31 Decembar 2011 and 31 December 2010

In accordance with IFRS 2 as 1t applies to cash-settled share-based payments, a provision was recognised based on the fair value of each cycle adjusted for the
vesting penod yet to lapse This model determined the far value of each cycle at 31 December 2011 to estimate the final performance of the Group and its
performance relative to its peers Any ultimate payments may vary significantly from the estimated fasr values determ:ned at 31 December 2011 as a result of
differences between the estmated outcomes determined by the simulation medel and the actual cutcomes At 31 December 2011 the total provision held for
the AVP was US$44 million (2010 US$1467 millian) representing the 2009 plan (refer to note 31) There were no 2010 and 2011 AVP awards The decrease in
the provision dunng the year reflects the comparative rate of performance of the Company in the 2011 year agamst the peer group, to which the design of the
plan gives additional weighting when that group itself 1s nsing The ulumate value of each cycle will reflect its intrinsic value at the date of vesting which
depends on relative outperformance over the cycle as a whole

The following table lists the inputs to the models used to measure the fair value of the AVP award at grant date

200%

Xstrata share

Xstrata plc indices’

Dividend yield (%) N/A N/AZ
Expected volatility to intenm vesting (%)* 76 53
Expected volatility to final vesting (%)? 62 43
Risk-free interest rate to interim vesting (%) 24 24
Risk-free interest rate to final vesting (%) 26 26
Third anniversary of start of cycle 17 Apnt 2012 17 Apnl 2012
Fourth anniversary of start of cycle 17 Aprit 2013 17 Apnl 2013
Fifth anniversary of start of cycle 17 Apnl 2014 17 Apnl 2014

1 There are two Xstrata share indices used within the valuation modal ona s a market capitalisanon weghted TSR index comprising 16 global mining firms considered to ba Xatrata s kay compatitors for both
financial and human capital the other i3 a market capitalisaton price ndex compnsing the same global mining firm constituents

2 When simulating the Xstrata pnce index s dvidend yield 13 included ta account for the suppressing impact that a diidend payment has on the constituent thare prices A yiald of 4 2% has been used For the
simulation of Xstrata s TSR and the Index TSR & dwidend yield s not required as TSR compnises share price growth and dividend distnbutions which sre assurned to be reiwested into the shares

3 Volaulty is calculsted uung daily historic hare price data over the penod up 10 the messurement date thet s equal in length to the expected remaining life of the award

Pensions and other post-employment benefit plans
The net expense recognised in the income statement for the year ended 31 December

USSm 2011 2010
Defined benefit pension plans 44 45
Defined contnbution pension plans 174 132
Paost-retirement medical plans a1 38

261 215

Defined contnbution pension plans
The Group parucipates in a number of defined contribution pension plans and industry-wide schemes covering the majonty of its employaes
The assets are held separately from those of the Group and are generally invested with insurance companies and regulated by local legislation

Post-reurement medscal plans

The Group participates i a number of post-retrement medical benefits All matenat post-retirement medical benefit labifiies are in North America, with
smaller exposures in South Afnca Independent qualified actuaries assess the accumulated benefit obligation and annual cost of acerued benefits using the
projected unit credit method The actuanes have updated the valuations to 31 December 2011




Defined benefit pension plans

The Group contributes to defined benefit pension plans for a number of its employees Independent professionally qualified actuaries assess the pension costs
and funding of these plans using the projected unit method The actuanes have updated the valuations to 31 December 2011 All significant pension assets
and habilities are in North Amenica

The following tables summarise the components of the net expense recognised In cost of sales in the ncome statement and the funded status and amounts
recogrised in the balance sheet for the defined benefit pension plans and post retrement medical plans The weighted average pnincipal economic
assumptions used to determina the actuanal values are as follows

Pension Post-Retirement Pension  Post Retrement

plans  med:cal plans plans  medical plans

o 2011 2010 2010

Rate of salary increases 33% - 33% -

Rate of pension ncreases 19% - 22% -
Expected rate of return on plan assets

Equities 73% - B1% -

Bonds 4 0% - 50% -

Total 51% - 6 1% -

Duscount rate 43% 4 6% 53% 55%

Inflation rate Z29% 35% 32% 55%

Rate of medical cost ncreases - 6 5% - 8 0%
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A one percentage point change in the assumed rate of increase n healthcare costs would have the following impact §
Increase Decroase Increase Decrease g

us§m 2011 2011 2010 2010 =

Effect on the current service cost and interest cost [ 4 5 4 3

Effect an the defined benefit obligation 65 53 71 57 2

The pension plan mortality rate used at 31 December 2011 and 31 December 2010 was UP-94 for North Amencan pension and post-retuement medical plans

These rates refer to pubhished projected mortality tables by actuanal bodies in North Amenca and take into account the assumed increases in the hfe

expectancy and are caleulated for both current and future pensioners There are no significant differences in these rates between schemes The average life

expectancy in the pension plans was 85 years {2010 84 years) and in the medical plans was 83 years (2010 82 years) as 4t 31 December 2011

The assets and habilises of the schemes and the amounts recogrused in the Group balance sheet at 31 December are as follows 2
Pension Post-retirement Pension Post rettrement 3‘

plans  medical plans plans  medical plans §

Us$m 2011 201% 2010 2010 F]

Present value of benefit obhigations 3,070 559 2,821 535 g

Assets at fair value (2,378) - (2,197} - 2

Net liability 692 559 524 535 2

Net hability as at 31 December represented by

Pension deficits/prowvisions 692 559 625 535

Pension assets = - {1 - a

Net hability 692 559 624 535 .-%

Historical adjustments are as follows g

US$m 2011 2010 2009 2008 2007 8

Defined benefit obhigation 3,070 2821 2,556 1,994 2,721

Plan assets (2,378) 2,197) (2.145) (1.677) (2,495)

Net deficnt 692 624 411 317 226

Experience {gam)/loss adjustments on plan hatshties 12 (64} (12 74 69

Experience {gan)/loss adjustments on plan assets 11 (81} (131) 480 126
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Notes to the financial staterments continued

34 Employee benefits contunued

The reconcihation of the net liability movement during the year in the net pension and post-retirement medical plan habilay (before allowance of deferred tax)

15 as follows
Pension Post-retirement Pension  Post retrement
plans  madical ptans plans  medical plans
Ut 2011 2011 2010 2010
Net liability as at 1 January 624 535 41 444
Total benefit expense 46 41 45 38
Actuanal (gains)/losses 179 16 249 52
Employer contnbutions (142} {27) {108) (25)
Translation adjustiments (15) (8) 27 26
Net hability as at 31 December 692 559 624 535

Additional contnibutions of US$83 milhon in 2012, US$76 million in 2013 US$41 mellion in 2014, US$56 milhon in 2015 and U$$37 mulhon in 2016 are being
made in order to eliminate the deficiency in the North Amenca plans The total contributions to the defined benefit pension plans in 2011 including these

further contributions are US$135 million
The components of benefit expense/{income) recognised in the income statement during the year are as follows

Pansion Post-retirement
plans  medical plans

Pension
plans

Post retirement
medical plans

US$m 201 2011 2010 2010
Service cost 38 11 26 9
Interest cost 149 30 151 29
Expected retum on plan assets {net of expected expenses) {141} - {132} -
46 41 45 38

The components of actuanal losses/(gans) recognised in the statement of comprehensive income during the year are as follows
Pension Post-retirement Pension  Post retirement
plans  medical plans plans medical plans
US$m 2011 2011 2010 2010
Expected retum on plan assets (net of expected expenses) 141 - 132 -
Actual return on plan assets (130) - {213) -
Actual return less expected retum on plan assets 1" - 3 )] -
Actuarial losses/{gans) on obligations 12 - (64) -
Change of minimum funding requirement (15%) - 194 -
Change of assumptions 315 16 200 52
179 16 249 52

The cumulative amount of net actuanal losses recogrised in the statement of comprehensive income 1s US$700 million (2010 loss US$521 miflon)




The reconailiation of the present value of benefit obligations and fair value of plan asset movements dunng the year 15 as follows

Pennion Post-retirernent Pension

Post reurement

plans  medical plans plans  medical plans
Ustm 2011 201 2010 2010
Benefit obligaton present value as at 1 January 2,821 535 2,556 444
Current service cost 38 1 26 9
Interest cost 149 30 151 29
Employee contributions 1 - 1 -
Actuanal losses/(gains) 12 - {64) -
Actual benefit payments {197) 27y {182) (25)
Change of assumptions s 16 200 52
Translation adjustments (69) (3] 133 26
Berefit obhiganen present value as at 31 December 3.070 559 2,821 535
Plan assets far value as at 1 January 2,197 - 2,145 -
Actual return on plan assets 130 - 213 -
Company contributions 142 - 108 -
Employee contnbutions 1 - 1 -
Change of minimum funding requirement 159 - {194) -
Benefits paid from fund {197) - {182) -
Translation adjustments (54) - 106 -
Plan assets fair value as at 31 December 2,378 - 2,197 -
MNet hability as at 31 December 692 559 624 535
Net hability as at 1 January 624 535 411 444
The defined benefit obligation present value included above for unfunded pension plans at 31 December 2011 was US$B mullion {2010 U5$8 million)
The major categories of plan assets as a percentage of the far value of total plan assets are as follows
Pansion Pension
plans plans
2011 2010
Equities 34% 40%
Bonds 63% 57%
Other 3% 3%

Included in equities 1s US$nil (2010 US$nil) of Xstrata plc shares

The overalt expected rate of return on assets 1s determined based on the market value weighted expected return applicable to the underlying
asset category
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Notes to the financial statements continued

35 Related parties

Country of % of ordinary shares
Name INCOfporation Principal acuvives held & voung nghts
Principal subsidianes
Xstrata Coal
Abelshore Pty Limited Australia Coal operations 100%
AZSA Holdings Pty Limited Australia Holding company 100%
Coalex Holdings Pty Limited Australia Coal operations 78%
Cook Resources Mining Pty Limsed Austraha Coal operations 100%
Cumnack No 1 Colhery Pty Lirmited Australia Coal operations 100%
Enex Foydell imited Austraha Coal operations 100%
Enex Liddell Pty Limsted Australia Coal operations 100%
Enex Oakbnidge Pty Limited Australia Coal operations 100%
Enex Togara Pty Limied Australia Coal project 100%
Jonsha Pty Limited Australia Coal operations 100%
Oakbridge Pty Limnted Austraha Coal operations 78%
Oceanic Coal Australia Limited Austraha Coal operations 100%
Ravensworth Operauons Pty Limited Austraha Coal operations 100%
Resource Paaific Pty Limited Austraha Coal operations 77 8%
Saxonvale Coal Pty Limited Australia Coal operations 78%
Tahmoor Coal Pty Limited Australia Coal operations 100%
The Wallerawang Collieries Limited Australa Coal operations 74 1%
Ulan Coal Mines bimited Australia Coal operations 90%
Ulan Power Company Pty Limited Australia Feasibvhty projects 100%
United Collieries Pty Limited Australia Coal operations 95%
Xstrata Coal Queensland Pty Limned Austraha Coal operations 100%
Xstrata Mangoola Pty Limited Austraha Coal project 100%
Xstrata Rail (NSW) Pty Limited Austraha Rail project 100%
Xstrata Newpac Pty Limited Austraha Investment company 100%
Xstrata Coal Donkin Lirmited Canada Coal project 100%
Tawstock Collienes (Pty) Limited South Africa Coal operations 100%
Tirommus AG Switzerland Holding company 100%
Xstrata Coal Marketing AG Switzerland Marketing & trading 100%
Xstrata Alloys
Xstrata South Africa (Pty) Limited South Africa Coal, chrome,

platinum & vanadium operations 100%

Eland Plaunum Holdings Limited South Africa Platinum operations 74%
Afnican Carbon Urvon (Pty) Limited South Africa Char operations 74%
Char Technology (Pty} Limited South Africa Char operations 100%
African Fine Carbon (Pry) LUmited South Afnca Char operations 100%
African Carbon Manufacturers {Pty) Limited South Africa Char operations 100%
African Carbon Producers (Pty) Limited South Afnca Char operations 100%




Country of % of ordinary shares
Name ncorparation Prnapal actvities held & voung nghts
Xstrata Copper
Ernest Henry Mining Pty Limited Austraha Copper operations 100%
Minera Alumbrera Limited* Antigua Copper operations 50%
Mount tsa Mines Limited Awustrala Copper, lead and zinc operations 100%
Sagttanus Mines, Inc Philippines Holding company 62 5%
Xstrata Tintaya 5§ A Peru Copper operations 100%
Compania Minera Xstrata Lomas Bayas Chile Copper operations 100%
Xstrata Inversiones Chile Limitada Chite Holding company 100%
Xstrata Copper Chile S A Chile Copper smelter 100%
Xstrata Commodities Middle East DMCCT UAE Marketing 100%
Xstrata Reeyeling Inc USA Copper recycling 100%
Xstrata lron Ore
Xstrata Projects Pty Limited Austraha Exploration company 100%
Ploutos Australia Pty Limited Australa Holding company 100%
Sidero Pty Limited Australia Holding company 100%
Xstrata Projects Services (UK) Pty Limited UK Service Provider 100%
Sphere Mmerals Limited Australia Exploration company B7 8%
Xstrata Nickel
Xstrata Mickel International Limited Barbados Nickel feeds acquisition 100%
Falconbndge Dominicana 5 A Dom Republic Ferromickel operations B5 3%
Xstrata Mickel Marketing S A Belgiurm Nickel marketing 100%
Xstrata Nikkelverk AS Norway Nickel refinery 100%
Xstrata Nickel International § A Belgtum Nickel procurerment agent 100%
Xstrata Nickel Australasia Pty Ltd Australia Nickel operations 100%
Xstrata Nouvelle Calédaonie SAS New Caledonta Service Provider 100%
Xstrata Brasil Exploracac Mineral Ltda Brazil Exploratien 100%
Konambo Nickel SAS*~ New Caledonia Ferronickel project 45%
Xstrata Zinc
Astunana de Zinc 54 Spain Zinc smelter 100%
Britannia Refined Metals Lmited UK Lead smelter 100%
McArthur River Mining Pty Limited Australia Zine operations 100%
Xstrata Zinc GmbH Germany Zinc smelter 100%
Xstrata Technology
Xstrata Technology Pty Limited Australia Technalogy operations 100%
MIM Process Technology South Africa {Pty) Limited South Africa Technology operations 100%
Mintrade Pty Lid Australia Technology operations 100%
Xstrata Technology Canada Lirited Canada Technology operations 100%
Shengzhou Xstrata Metal Refining Technology Company Limited China Technology operations S0%
Other
Xstrata {Schweiz) AG *** Swizerland Holding company 100%
Xstrata Capital Corporation AVWT Aruba Finance company 100%
Xstrata Finance (Duba) Limited™ UAE Finance company 100%
Xstrata Holdings Pty Limited Australia Holding company 100%
Xstrata Queensland Limited Australia Holding company 100%
Xstrata Canada Corporation Canada Copper, nickel and zinc operations 100%
Xstrata Canada Finanaial Corp Canada Finance company 100%
Xstrata Finance {Canada) Limited Canada Finance company 100%
1184760 Alberta Limited Canada Halding company 100%

*  This investment is treated as a subsidiary as the Group 15 entitled to two of the four Board ponitions of Minara Alumbrera Lmitad including the Charman who 15 the manager of the copper operations The
Chairman has the casung vore where any vote 13 sphit equally between the four board positions However n a Lrnited number of situazions the vote must ba unanimous including transactions with related

partes

** The Group has de facto convol of Konmbo Nickal SAS as a resu't of its mduszy expertise and the sbulity ta conTol the eperaung and financing decisons of the jount venture

* *“Directly held by the Parent Company
T 43% of ordinary shares held by the Parent Company
tt 90% held by the Pzrent Company
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Notes to the financial staterments continued

35 Related partres continued

Pnncipal place of
operatons/country of

Name INCOTPOration Pnncipal activities Effective interest hetd
Principal joint ventures

Xstrata Coal

Bulga Joint Venture Australa Coal operations 68 25%
Cerreyén Joint Venture Colombia Coal operations 3333%
Cumnaock Joint Venture Austraha Coal operations 0%
Donkin Jaint Venture Canada Coal project 75%
Goedgevonden Joint Venture South Africa Coal operations 73 99%
Foybrock Joint Venture Australia Coal operations 67 5%
Liddell Joint Venture Australia Coal operaunons 67 5%
Macquane Coal Joint Venture Austrahia Coal operations 80%
Newlands, Collinsville, Abbot Point Joint Venture Australia Coal operauons 55%
Rolleston Pentland Wandoan Jont Venture Australa Coal operations 5%
Ravensworth Underground Mine Joint Venture Australia Coal operauons 0%
Oaky Creek Coal Joint Venture Austraha Coal operauons 55%
Togara North Joint Venture Austraha Coal project 70%
Ulan Coal Mines Jaint Venture Australia Coal operations 0%
United Joint Venture Australia Coal operations 95%
Xstrata Alloys

Merafe Pocling and Sharing Venture South Afnea Chrome operations 79 5%
Mototolo Joint Venture South Africa Platinum operations 37%
Xstrata Copper

Antamina Joint Venture Peru Copper & zinc operations 3375%
Collahuasi Joint Venture Chile Copper operations 4%
Xstrata Nickel

Kabanga Jont Ventre Tanzama Nickel projact 50%
Xstrata Iron Ore

El Aouj Joint Venture Mauritania lron ore project 44%
Pnncipal asscciates

Xstrata Alloys

Lonmin plc UK Platinum operations 24 6%
Xstrata Coal

ARM Coal {Pty) Limited South Africa Coal operations 49%
Newcastle Coal Shippers Pty Limited Australia Coal termunal N%
Port Kembla Coal Term:nal Limited Australia Coal terrminal 33%
Richards Bay Coal Terminal Company Limsted South Africa Coal terminal 20 2%
Xstrata Zinc

Noranda income Fund Canada Zing refinery 25%

The Group compnises a large number of compantes and 1t 1s not practical to include all of these in the above list All entiies operate mainly in the country of

incorporation and these interests are held indirectly by the Parent Company unless otherwise indicated

As disclesure about related undertakings under section 410 of the Companies Act 2006 (the 2006 Act) would result in information of excessive length being
given in the notes to the financial statements, advantage has been taken of the altemative compliance option given under section 410 (2} of the 2006 Act by

gving information only in respect of undenakings whose results or financial position affect the figures shown in the financial statements




During the year, the Group entered into the following transactions, in the ordinary course of business, with related parties

Glencore* Joint venture entites Associates
Us$m 2011 2010 2011 2010 2011 2010
Sales** 2,475 9,319 - - 591 543
Purchases 1,098 745 799 617 - 5
Treatment and refining charges 241 am - - 228 206
Treatment and refining revenue 17 13 - - - -
Agency and other charges a3 89 - - - -
Interest and other revenues 1 4 - - - -
Call opton premium (refer to note 10) - 42 - - - -
Earnings from other financial assets (refer to note 10) - 29 - - - -
Amounts payable 134 78 130 120 26 21
Amounts recevable*™ 560 842 - - 56 LY

* Includes share of joint ventures

** No provisian for doubtful debts has been raised in respect of transactians with related parties

Included in the transactions with Gleneore Intematonal ple {Glencore) are US$1 227 million (2010 US$280 million) of back to-back sales whereby the title to
the goods has passed to Glencore but they are then on-sold to customers at the same sales price that the Group received

Amounts receivable and payable are included m Trade and other recewvables (refer 1o note 19) and in Trade and other payables (refer to note 27) are
unsecured and will be settled in cash

Glencore Internaticnal plc — substantial shareholder

As at 31 December 2011, Glencore owned 34 1% (2010 34 1%) of the 1ssued share capital of the Company, representing 1,010,403,999 ordinary shares {2010
1,010,403,999 ordinary shares)

Alloys

Xstrata Alloys entered into a fercochrome marketing agreement with Glencore on 21 April 1995, appointing Glencore as tts exclusive worldwide marketing
agent for the sale of Xstrata Alloys’ and Merafe's entire production of ferrochrome other than ferrachrome sold into the USA, Canada and certain Astan
countries The agreement continues for as long as Xstrata Alloys and Merafe produce ferrochrome Glencore 1s abliged to use 1ts best endeavours to amange
sales at prevailing market rates subject to imtial agreement and approval by Xstrata Alloys and Merafe prior to concluding the sale Glencore assists Xstrata
Allays in negotiating sales contracts with third parties Glencore 1s entitled to receive an agency fee of 3 5% on FOB sales revenue and an additional fee of

0 75% on FOB sales revenue far assuming the nisk of non-payment by customers on this matenial Glencore assumes 60% of the nisk of non-payment by
customers in relation to ferrochrome sales

If at any time Xstrata Alloys and Merafe notifies Glencore that it 1s able to find purchasers for its production at prices higher than those generally obtainable by
Glencore Xstrata Alloys may unless Glencore 15 able to obtam similar prices sell its products in the market Glencore is nevertheless entitled to an agency fee
of 3 5% of FOB sales revenue in respect of such sales Glencare 1s also entitled to receive a US$50 000 monthly fee in connection with market analysis and
certain administrative tasks it performs for Xstrata Alloys Interest 1s charged by Xstrata Alloys on single menthly settlements made by Glencore, and Glencere
charges interest on any selling expenses incurred on behalf of Xstrata Alloys at LIBOR and a margin of 150 basis points

Ferrochrome sold into the USA and Canada s distnbuted by Glencore Ltd and Glencore Canada Inc respectively, under two distnbution agreements These
agreements continue indefinitely, with both parties having the nght to terminate the agreement at 12 months notice The percentage of distribution fees
payable by the Graup in respect of ferrachrome sold under the distrbution agreement 15 substantially the same as the commission paid in respect of
ferrochrome sold under the markeung agreement

Mitsu1 & Co Ltd 1s the appainted distributing agent for ferrochrome sales inta China, Japan and South Karea up to a2 maximum of 105,000 tonnes per annum
A change n distnbuting agent for sales into these countries must be undertaken with the consent of Glencore

Xstrata Alloys entered nto a chrome ore marketing agreement with Glencare in July 2010, appointing Glencore as its exclusive warldwide marketing agent for
the sale of Xstrata Alloys' and Merafe s entire production of chrome ore The agreement s for a fixed term extended to 20 May 2012 Glencore 15 entitled to
receve an agency fee of 2% on FOB sales revenue loading port value Glencore assumes 100% of the nsk of non-payment by customers in relation to chrome
ore sales Interest 1s charged by Xstrata Alloys on single monthly settlements by Glencore at LIBOR and a margin of 150 basis ponts

In January 2005, the Group entered into a 13 year marketing agreement with Glencore in respect of Rhovan's and Vantech's {closed in 2004} entire production
of vanadium other than vanadium sold into the USA and Canada

Glencore 1s obhged to use its best endeavours to arrange sales of vanadium pentoxide and ferrovanadium to customers at prevailing market rates subject to
imitial agreement and approval by Xstrata Alloys prior to concluding the sale Xstrata Alloys 15 obliged to pay to Glencore an agency fee of 3 5% on FOB sales
revenue and an additional fee of 1 5% on FOB sales revenue for assuming the nisk of non-payment by customers on this matenal Glencore assumes 100% of
the nisk of non payment by customers in relation to vanadium sales
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Notes to the financial staterments continued

35 Related parties continued

If at any time Xstrata Alloys notfies Glencore that 1t is able to find purchasers for s production at prices higher than those generally obtainable by Glencore
Xstrata Alloys may, unless Glencore 15 able to obtan similar prices, sell its products in the market Glencore s nevertheless entitled to the 3 5% agency fees
described above in respect of such sales Interest 15 charged by Xstrata Alloys on single monthly settlements made by Glencore, and Glencore charges interest
on any selling expenses incurred on behalf of Xstrata Alloys at LIBOR and a margin of 150 basis points

Vanadium pertoxide and ferrovanadium seld into the USA and Canada are distnbuted by Glencore Ltd and Glencore Canada Inc respectively under two
distribution agreements The distnbution agreements have the same terms as the marketing agreement and consequently the percentage of distnbution fees
payable by the Group in respect of vanadium pentoxide and ferrovanadium 15 substantially the same as the commussion paid in respect of vanadium pentoxide
and ferrovanadium sold under the marketing agreement

Coal

In 2002, the Group entered into a 20 year market advisory agreement with Glencore with fee reviews at the end of every fifth year of the agreement Pursuant
to this agreement, Glencore acts as the Groug's market adviser with respect to its export production of coal (other than for Xstrata Coal s share of preduction
from the Cerrejon thermal coal operation in Colombia) The fee payable to Glencore 15 US$0 50 per attributable tonne of coal exported by the Group from
Austraha or South Afnica

In 2011, the Group entered into market standard forward commodity price dervatives for 2,825,000 tonnes (2010 1 070,000 tonnes) and bought market
standard forward commodity price dervatives for nil tonnes (2010 385 000 tornes) with Glencore as counter-party Dunng the year ended 31 December 2011,
1 845,000 sold tonnes and nil bought tonnes were delivered at an average FOB pnce of U5$112 31 and US$nil per tonne respectuvely (2010 3 360 000 sold
tonnes and 385,000 bought tonnes at an average FOB pnice of US$76 73 and US386 54 per tonne respectively) At 31 December 2011, 2,050,000 tonnes
(2010 965,000 tonnes) were contracted with Glencore for delivery in 2012 and 2013 These derivatives are on arm s-length terms and conditions and are
included within Dervative financial assets and liabilities {refer to notes 23, 2% and 36)

In April 2010, the Group entered into a five-year fuel supply agreement with Glencore to supply diesel fuels to coal mines and cattle stations in New South
Wales and Queensland Under this supply agreement U5$313 million (2010 US$147 million) worth of fuel was delivered during the year ended 31 December
2011 The supply agreement s on arm's-length terms and prices change monthly according to the world market price per barrel

In February 2010 Cerrejon entered into a five-year fuel supply agreement with Glencore to supply diesel fuels The Group's share of the fuel purchases for the
year ended 31 December 2011 was US$$97 million (2010 US$65 million) The supply agreement 1s on arm s-length terms and prices change for each shipment
according to the world market price per barre!

All coal purchases and sales with Glencore are on arm's-length terms and conditions

Copper
Xstrata Copper has entered mnto an ‘evergreen’ service agreement with Glencore wath a 12 month cancellation notice for the supply of adwice, support and
assistance with regard to s marketng and operational hedging actvities

Copper cathode sales agreements for 287,000 tonnes (2010 334,000 tonnes) were entered into between Xstrata Copper Canada, Xstrata Copper North Chile,
Xstrata Commodities Middle East and Glencore for the perod 1 January te 31 December 2011 All sales are based on either spot or benchmark terms in
accordance with prevailing market conditions

Xstrata Copper (Minera Alumbrera Limited) has entered into frame contracts for 140,000 tonnes (2010 257,000 tonnes) with Glencore on an ‘evergreen’ basis
The sales terms for the copper concentrate are negotiated annually on arm’s-length terms and condrions Minera Alumbrera Limited on occasions sells
concentrate to Glencore at prevailing spot market prices

Copper concentrate sales agreements for 52,000 tonnes (2010 74 000 tonnes) were entered into between Xstrata Copper Tintaya and Glencore based on
benchmark terms

A spot copper concentrate sales agreement for 25 000 tonnes {2010 nil tonnes) was entered into between Xstrata Copper Canada and Glencore dunng 2011

Copper concentrate sales agreements have been entered into between Xstrata Commodities Middle East and Glencore for 132,000 tonnes {2010 126 000
tonnes) on an ‘evergreen’ basts at benchmark terms Xstrata Commodities Middle East has sold 30 000 tornes (2010 145,000 tonnes) of concentrate to
Glencore on a spot basis on occasions throughout the pened at prevailing market terms

A copper concentrate sales agreement for 76,000 tonnes (2010 nil tonnes) was entered into between Xstrata Commodities Middle East and Philippine
Associated Smeltng and Refining Corparation (PASAR) - owned 78% by Glencore Intemnationat AG - for a three year period effective from 1 January 2011 and
‘evergreen’ thereafter at benchmark terms

Xstrata Copper North Queensland has entered into a sales agreement for 62,000 tonnes (2010 30,000 tonnes) with Glencore for copper concentrate for a
three year period effective fram 1 June 2008 and ‘evergreen’ thereafter This agreement 1s based on annual benchmark tarms

Copper concentrate purchase agreements were entered into between Xstrata Copper North Chile, Xstrata Commodities Middle East and Glencore for 12,000
tonnes (2010 47 500 tonnes) for an ‘evergreen’ frame contract at benchmark terms in accordance with prevailing market conditions Spot copper concentrate
purchase agreements were entered into between Copper North Chile, Copper Commodities Middle East and Glencore for 91 000 tonnes (2010 12,000
tonnes) at spot terms

Copper blister and anode sales agreements for 23,830 tonnes (2010 27,090 tonnes) were entered into between Xstrata Commadities Middle East and
Glencore for the penod 1 January to 31 December 2011 at benchmark terms

A sulphunc acid sale agreement for 20,000 tonnes (2010 50 000 tonnes) was entered into between Xstrata Copper North Chile and Glencore for the period
1 January to 31 December 2011 at benchmark terms

Molybderum concentrate sales contracts for 4,476 tonnes (2010 832 tonnes) were entered into between Xstrata Copper (Minera Alumbrera Limsted/Xstrata
Norte Exploraciones) and Glencore for the period 1 January to 31 December 2011 at market related terms

Spot magnetite sales contracts for 450,000 tonnes (2010 nil tonnes) were entered into between Xstrata Commodities Middle East and Glencore between July
and Decernber 2011 at market related terms

All sales transactions with Glencore are on arm’s-length terms and condiions




Nickel

In March 2007, Xstrata Nickel entered into scle distributorship agreements with Glencore for its nickel, cobalt and Falcondo ferronickel production These
agreements are effective until 31 December 2012 and are automatically renewed for successive three-year perods unless terminated by either party with not
less than 12 months nouce prior to the end of the original term or any renewal terms, or unless Xstrata Nickel permanently ceases production of these metals

Xstrata Nickel, at its sole discretion, may cease suspend or reduce production at any time Glencore s obliged to distnbute the products with all due care and
diligence and to cultivate and mamntain good relations with purchasers and potential purchasers i accordance with sound commercial principles and taking
nto accaunt Xstrata Mickel s business principles  All sales terms and conditions are on an arm s-length basis For mickel and cobalt sales, the price basis s the
month following the month of delivery to Glencore with reference to, m the case of nickel, the monthly average LME cash “sellers” settlement price and n the
case of cobalt Metal Bulletin low grade For ferromickel the price basis s with reference to the nickel pnce quoted on the LME at a time hnked to the sale 1o
the end customer Accordingly, provisionally priced nickel, cobalt and ferronickel revenues are subject to final price adjustments due to future price changes
During the year ended 31 December 2011, Xstrata Nickel sold to Glencore 92,647 tonnes of mickel, 2,915 tonnes of cobalt, and 12,880 tonnes of nickel in
ferronickel compared with 82,139 tonnes of mckel 3 104 tannes of cobalt, and nil tonnes of nicke! in ferronicke! for the year ended 31 Decernber 2010 fn
addition Glencore pre-pays to Xstrata Nickel in two equal instalments each month 100% of the value of that month s planned production The pre-payment
balance as at 31 December 2011 amounted to US$44 miflion (31 December 2010 US$36 million} in favour of Glencore

In August 2011 Xstrata Nickel and Glencore agreed to extend the term of the nicke! and cobalt distnbution agreements {in respect of nickel) untif

31 December 2017 with a significantly higher performance floor becoming effective 1 January 2013 Xstrata Nickel 15 the exclusive distnbution agent for
Koniambe and in August 2011 concluded a ferronicke! sub-distnbution with Glencore for an initial period ending 31 December 2017 and to cover all of the
farronickel produced at Koniambo to be commissioned i 2012 In December 2011 Glencore gave to Xstrata Nicke! notices of termination of the cobalt and
Falcando ferronickel distribution arrangements, and accordingly, these arrangements expire at the end of 2012

Xstrata Mickel has entered into purchase agreements with Glencore for raw material feeds to the Sudbury smelter in Canada and Nikkelverk refinery in Norway
Contracts may include both a metal purchase and a metal return component for cobalt Pnong terms and treatment charges are based on prevailing market
rates During 2011 Xstrata Nickel purchased from Glencore 140 tonnes of nickel, 141 tonnes of copper, 52 tonnes of cobalt, and 2 kilograms of PGM (2010
102 tonnes, 109 tonnes, 15 tonnes and &b kilograms, respectively) In addition, during 2011, Xstrata Nickel returned to Glencore 92 tonnes of cobalt (2010
64 tonnes)

Xstrata Nickel also sold refined copper to Glencore on arm's-length terms and condiions under a contract covenng the penod 1 January 1o 31 December
2011, 10 which Glencore agreed to purchase all copper production not otherwise sold by Xstrata Nickel under its long-term contracts The term of this contract
has been extended to 31 December 2012 Dunng 2011 Xstrata Nicke! sold to Glencore 5,903 tonnes of copper (2010 3 698 tonnes under spot arrangements)

Zinc

On 1 January 2007 Xstrata Zinc renewed a service agreement for an initial penod of 3 years (which shall continue in effect thereafter unless terminated by any
of the parties giving the other prior written notice of no less than twelve calendar months) with Glencore (the Xstrata Zinc Service Agreement), under the terms
of which Glencore provides advice and assistance with respect to pneng and structural issues regarding hedging and the optimization of internal flows of raw

materials The fees payable by Astunana under the Asturiana Service Agreement are U5$2 millon per annum

In 2011, Xstrata Zinc (San Juan de Nieva and Nordenham) agreed to supply Glencore with 257,639 tonnes {2010 255,000 tonnes) of SHG zinc slabs or CGG
ingots based on market pnces plus the respactive FOB/CPT market premium

In 2011, Britannsa Refined Metals agreed to supply Glencore with 2,946 tonnes {2010 22,960 tonnes) of 99 99% refined lead based on market pnces plus the
respective Ex works market premium The agreement was made on an arm's-length basis and at terms prevailing in the current market

In 2011, Xstrata Zinc Canada made agreements to supply Glencore with 6 241 tonnes of lead metal ingots and jumbos All agreements are based on market
pnices plus the respective DDP premium (2010 18 300 tonnes)

tn 2011, Xstrata Zinc (Mt Isa) has an evergreen contract to supply 80,000 tonnes to Glencore (2010 80 000 tonnes} Dunng the period January to December
2011, 83,545 tonnes were shipped (2010 80,000 tonnes)

In 2011 Xstrata Zinc contracted to sell 300 000 tonnes of zinc concentrate 1o Glencore under an evergreen swap contract In return, Xstrata Zinc contracted to
purchase 300 000 tonnes of vanious zinc concentrate qualities delivered to Xstrata Zinc smelters (2010 300,000 tonnes)

In 2011, Xstrata Zinc sold 123 000 tonnes of zine concentrate under vanous spot sales contracts The spot contracts were supplied from Mt Isa Antamina and
McArthur River {2010 158,400 tonnes)

In 2011 Xstrata Zinc {McArthur River) has an agreement to supply Glencore 247,800 tennes of bulk concentrate on an evergreen basss {2010 247 800 tonnes)
In 2011, 247 800 tonnes were shipped under this agreement (2010 245 700 tonnes)  Further to the aforemenuoned agreement an addiwonal 40,000 tonnes
of BMS bulk concentrate were sold under an annual contract {2010 40,000 tonnes BMS bulk} and 21 650 tornes of MRM bulk concentrate were sold under
spot contracts (2010 28,500 tonnes)

In 2011 Xstrata Zinc Canada purchased 36 800 tonnes of lead concentrates from Glencore for delivery to the Belledune lead smelter under vanous spot
contracts (2010 26,708 tonnes)

All evergreen and annual zinc concentrate and bulk concentrate contracts are based on recogrised annual industry benchmark treatment charges and related
terms for price partcipation and silver payables Spot contracts are negotiated at prevailing market terms

Technology

In 2006 Xstrata Technology was contracted to install a copper ISASMELT™ furnace, a lead ISASMELT™ furnace and an IsaProcess copper refinery at Kazzine,
a Glencore subsidiary for US$99 mitlion The project commenced in May 2006 and commissiening 1s ongoing with expected completion date late 2012 This
transaction with Kazzinc 15 on arm’s length terms and condiuons
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Notes to the financial statements continued

35 Related parties continued

Associates

Platinum

The Group acquired 24 9% of Lonmin PLC shares on 6 October 2008 and equity accounts this investment as an associate Duning 2010, the Group participated
in a rights issue for US$58 million {refer to note 20)

Coal
Xstrata Coal has a number of investments in export coal terminals, allowing it to export coal into overseas markets

Xstrata Coal South Afnca holds a 20 2% (2010 20 2%) interest in Richards Bay Coal Terminal Company Ltd (RBCT), a company that operates the coal terminal
in Richards Bay, South Africa Xstrata Coal South Africa reimburses RBCT for its share of operating and capital expenditure

Xstrata Coal Australia has a 33% (2010 33%) interest in Port Kembla Coal Terminal Limuted and a 31% (2010 31%) interest in Newcastle Coal Shippers Pty
bimited Xstrata Coal Australia reimburses these coal terminals for its share of coal loading and handhing charges

Zine

The Group has a 25% economic and voting interest in the Noranda Income Fund (NIF), which owns a zinc refinery in Salaberry-de-Valleyfield Quebec The
Group's tnterest in the NIF are held as ordinary units of the partnership, which are subordinate 1o the priarity unets n respect of cash distnbutions in any month
until 3 May 2017 In addition the Group has entered inte a supply and processing agreement that continues until 2 May 2017, and 1s obligated to sell to the
NIF up to 550,000 tonnes of 2inc concentrate per year The NIF pays the Group a concentrate price, based on the price of zinc metal on the London Metal
Exchange, for the payable zinc metal contained in the concentrate less a processing fee of US$0 393183 per pound (2010 US$0 37333 per pound) of such
payable zinc metal at 31 December 2011

Jomnt venture entities
Coal
Xstrata Coal has a one-third interest in the Cerrejon thermal coal eperation in Colombia All purchase terms and conditions are set on an arm's-length basis

Copper

Xstrata Copper has a 44% mnterest in the Collahuasi joint venture in Chile The Collahuasi joint venture has fixed-term contracts for the sale of copper
concentrate to Xstrata Copper for 120,000 tonnes per year expinng in 2014 The treatment and refining charges are based on benchmark terms in accordance
with the prevailing market In addition, Xstrata Copper, via its 44% equity share in Collahuasi purchases 44% of the uncommitted copper concentrates
production in each calendar year These tonnes are purchased from Collahuasi in line with prevaling benchmark terms

Xstrata Copper has a 33 75% interest in the Antamina joint venture in Peru The Antamina joint venture has fixed-term contracts for the sale of copper
concentrate to Xstrata Copper for 170 000 tonnes per year expiring in 2013 The treatment and refining charges are based on benchmark terms in accordance
with the prevailing market In addition, Xstrata Copper wia its 33 75% equity share in Antamina, purchases 37 5% of the uncommitted copper concentrates
production in each calendar year These tonnes are purchased from Antamina in line with prevailing benchmark terms

Iron Ore
Xstrata Iron Ore has a 50% interest in El Aou) Mining Company in Mauritamia

All other purchases between the joint venture entities and the Group are set an an asm's-length basis based on either spot or benchmark terms in accordance

with prevaifing market conditions
\

Remuneration of key management personnel of the Group

US$m 2011 2010
Wages and salaries” 23 21
Pension and other post-retrement banefit costs® 8 7
Share-based compensation plans** {116} 86

{85} 114

* Includes amounts paid to Durectors disclosed in the Directors Remuneration repart on pages 74 to 109

** Amounts are based on the income statement expense/{credit) for the year caleulated in accordance with IFRS 2

Diractors’ loans

An intarest-free short-term loan of US$1 million {2010 US$2 rmillion) was provided to the Chief Executive in accordance with the Graup s policy to cover
periods where employees of the Group are exposed to overlapping penods of double taxation due to the requirement of working in multiple junisdictions
The terms of the loan agreement require repayment of the loan amount on realisation of the foreign taxation credit claimed




36 Financial instruments

Principles of nsk management

The main nsks anstng from the Group's financial instruments are credit nsk, interest rate nsk kquidity nisk foreign currency risk and commadity price nsk

These risks anse from exposures that oecur in the normal course of business and are managed by the Treasury Committee, which operates as a sub-committee
of the Executive Committee The responsibiliies of the Treasury Committee include the recommendation of policies to manage financial instrument risks
These recommendations are reviewed and approved by the Board of Directors and implemented by the Group’s Treasury Department

The averall objective of the Treasury Committee 1s to effectively manage credit nsk, hquidity nsk and other market risks 1n accordance with the Group s
strategy Other responsibilives of the Treasury Commuttee include management of the Group’s cash resources and debt funding programmes, approval of
counter-paryes and relevant transaction imits and the monitonng of all significant treasury actvities undertaken by the Group The Group uses both
conventional financial instruments and derivative financial instruments to manage these nisks

The Group's Treasury Department prepares monthly treasury reports which monitor all significant treasury actwities undertaken by Group companies The
report alsa benchmarks significant treasury actwties The Treasury Committee and Executive Committee review these reports to monitor the financial
instrument risks of the Group and to ensure comphance with established Group policies and procedures

The Group s significant financial instruments, other than denvatives, compnise bank loans and overdrafts, capital market notes, finance leases hire purchase
contracts, cash and short-term deposits The main purpose of these financial instruments 15 to finance the Group's acquisiions and ongoing operations The
Group has vaniaus other financial assets and habilities such as trade recevables and trade payables, which anse directly from its operations

Denwvative transactions are entered into salely to mitigate risks and hedge accounting under IAS 39 1s only applied when certain critena have been met Market
fluctuations in dervative financial Instruments destgnated as hedges are used to offset the fluctuations in the underlying exposure The Group does not held
dervatives for trading or speculauve purposes The Group's accounting policies in relation to denivatives are set out in note &

Credit nsk

Exposure to credit nsk anses as a result of transactions tn the Group s ordinary course of business and 1s applicable to all finzncial assets Investments in cash,
short term deposits, derivative instruments and similar assets are with approved counter party barks and other financial institutions Counter-parties are
assessed prior to, duning and after the conclusion of transactions te ensure exposure to credit sk 1s hmited to an acceptable level The Group's major
expasure to credi nisk 1s in respect of trade receivables Given the geographucal industry spread of the Group’s ulumate customers and the solvency of major
trade debtors, credit nsk i1s believed to be limited

Neither Past the due date but notimpaired
impawred nor B B B 1
ast the Less than 30 and ?1 and 181 and More than
US§m ue date 30 days 90 days 180 days 365 days 1 year Total
Trade debtors
2011 2,765 133 69 63 4 3 3,037
2010 3,809 34 68 14 1 4 3,930

The credit quality of the Group’s significant customers 1s monitored on an engoing basis by the Credit Department Recevables that are neither past due nor
imparred are considered of high credit quality

There were ne matenal impairments of trade debtors as at 31 December 2011 or 2010 The solvency of the debtor and therr abihity to repay the recevables
were considered in assessing the impairment of such assets No collateral 1s held in respect of impaired assets or assets that are past due but not impared

Details of guarantees matenal to the Group are outlined in note 33

Where concentrauons of credit nsk exist, management closely monitars the recervable and ensures appropnate controls are in place te ensure recovery

A portion of the Group's revenues 1s generated from sales to Glencore, a related party These sales are governed by vanous sales, marketing and distnbution
agreements as outlined in note 35 In general Glencore acts as a sales and marketing agent on selling purchases from the Group to a wide vanety of
purchasers As these agreements have been in place for a number of years and the Group has not been exposed 1o significant unrecoverable amounts, the
Group does not believe these arrangements expose 1t to unacceptable credit risks Credit nisk 1s minimal and not concentrated for other financial assets

The maximum exposure to credit nsk 15 hmited to the total carmying value of financial assets on the balance sheet as at the reporting date beng an amount of
US$7 716 mullion (2010 US$8,020 million) The Group does not have netting agreements with any debtors

Liquidity risk

Liquidity nisk 15 the nisk that the Group may not be able to settle or meet its obligations on time or at a reasenable price The Group's Treasury Department
1s responsible for management of hquidity nsk, including funding, settlements, related processes and policies The Group manages s iquidity nsk on a
consohdated basis utilising vanous sources of finance to maintain flexibility while ensuning access to cost-effective funds when required The operational, tax,
capital and regulatary requirements and obligations of the Group are considered in the management of liquidity nsk In addition, management utilises both
short- and long term cash flow forecasts and other consolidated financial information 1o manage hquidity risk

The Group s Treasury Department monitors the Group's long term credit ratings from major ratings agencies including Standard & Poor's and Moody's when
assessing the ongaing credit-worthiness of the Group At 31 December 2011, the Group had long-term credit ratings of BBB+ {stable outlook) from Standard
& Poor's (2010 BBB {positive outlook)) and Baa2 (posttive outlook) from Moody's {2010 BaaZ (stable outloek)) and A (low) from DBRS (2010 A (low)) The ratngs
agencies consider 2 number of qualitative measurements when assessing the credit-worthiness of a company These include an assessment of the quality of
assets and management, attitudes to risk industry type and the performance of a company in relation to 1ts peers They also examine a number of financial
ratios such as leverage, debt to operating cash flow, interest coverage, total habilities to total assets and return on invested capital The Group s Treasury
Department continuously monitars the Group's performance relative to these rattos as a guide to the ongoing credit-worthiness of the Group
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Notes to the financial staterments continued

36 Financial instruments contmued

The Group has vanous borrowing facilities available to 1t This ensures flexibiity to minimise hquidity nisk and ensures the ongoing solvency of the Group
The undrawn committed facilittes available at 31 December 2011 in respect of which all conditons precedent had been met at that date are as follows

Available undrawn borrowing facilities and matunty

Us$m 2011 2010

Expiring in

Less than 1 year 243 52

Between 1 and 2 years - 4,680

Between 2 and 3 years - 2,000

Between 4 and 5 years 6,000 2,000
5,243 8732

The following tables show the Group's contractually agreed undiscounted forecast cash flows from financial assets and habilities, including dernivatves

Expected cash flows from denvative contracts are not matenally different from the matunty profile disclosed below

Duewithin  Due b Due b v Dusb 1 Dueb Due after

us$m 1 year 1-2 yoars 2-3 years 3-4 years 4-5 yaars S years Total

At 31 December 2011

Non-derwative financial assets

Interest beanng cash and cash equivalents 1,852 - - - - - 1,852

Other financial assets 3,742 - - - 1 1,249 4,992

Derwative financial assets

Derwatives contracts 96 1 - 171 177 Kk}l 774

Total 5,690 1 - 171 178 1,580 7.620

Non-derwative financial habilities

Interest-bearing loans and borrowings (1,566} (13) (807) (1,583) (1,197) (5,204) {10,370)

Interest payments on loans and borrowings {553) {476) (473) (408} (355) {2,359) (4,624)

Other non-iterest bearing labilties (5.102) an (42) (48) (50} 633) (5,892)

Derwative financial liabilities

Derwvatves contracts (65) - - {161} - (256) (482)

Tota! (7.286) {506} 1,322) (2.200) (1,602) (8,452) (21,368)

Due within Due bewween Due between Due between Due between Due after

US$m 1 year 1-2 years 2 3 years 3 A years 4 5 years 5 years Total

At 31 December 2010

Non-derivative financial assets

Interest beanng cash and cash equivalents 1,680 - - - - - 1 680

Other financial assets 4,505 17 - - - 912 5,534

Derwvative financial assets

Darvatives contracts 236 73 - - 143 354 806

Total 6,421 190 - - 143 1,266 8020

Non-denwvative financial habilities

Interest-bearing loans and borrowings {2318) (1 526) (13) (13) (1,576} (4 026) 9.472)

Interest payments on loans and borrowings {570) {390) (3500 {350) (307} 1.611) (3,578)

Other non-interest beanng habibties {4,802) - (34) @n (42) (627} (5,546)

Derivative financral habilities

Dernwvatives contracts {383) {12) - - {136) (218) (749)

Total {8 073} (1,928) (397) 404) (2 061) (6,482) {19 345)

All instruments held at 31 December 2011 and 31 December 2010 and for which payments were already contractually agreed are included Amounts in foreign
currency are each translated at the closing rate at the reporting date The vanable interest payments ansing from the financial instruments were caleulated
using Interest rates as at the reporung date Financial kabiliues that can be repaid at any time are always assigned to the eariest possible time penod Future
forecast transactions or transactions subsequent to year-end are not in¢luded




Market nsk analysis

IFRS 7 requires sensitivity analyses that show the effects of hypothetical changes of relevant market nsk vanables on the Group's profit and shareholders’
equity The penodic effects are determined by relating the hypothetical changes in the nsk vanables to the balance of financial instruments at the reporting

date The Group s primary market exposures afe to interest rate nsk foreign currency nsk and commodity price nisk

Intarast rate risk

The Group 15 exposed to interest rate nsk primanly as a result of exposures to movements in the LIBOR It 15 the Group's preference to borrow and invest at
floating rates of interest, notwithstanding that some barrowings are at fixed rates In addition, a hmited amount of fixed rate hedging may be undertaken
duning peniods where the Group s exposure to movements in short-term interest rates 1s more significant in keeping with the Group s preference to borrow at
floatng rates of interest, the fellowing interest rate swap contracts were outstanding at 31 December 2011 and 2010

Pnncipal Average Falr Prncipal Average Farr
amount rate % value amount rate % value
us$m 2011 2011 2011 2010 2010 2010
At fair value
Interest rate swap from US$ fixed rates
Maturing in less than 1 year* 925 144 36 2,255 126 78
Maturing between land 2 years* - - - 925 LR 73
Maturing between 3 and 4 years* 1,430 229 " - - -
Maturing between 4 and 5 years* 1,000 135 177 1,439 195 143
Maturing greater than 5 years* 1,660 zNn 314 2,660 165 346
Interest rate swap to US$ fixed rates
Maturing in less than 1 year* 100 454 2) - - -
Maturing between 1and 2 years* - - - 100 454 )]
5115 200 696 7,379 156 634
* Ralates 1o the Unsecursd notes and Sesnior debentures {refer 1o note 28)
The interest rate risk profile of the Group as at 31 December 2011 are as follows
Falling due Falling due Falling duse Falling due Falling due Falling due
within between b b b ) more than
USSm 1 year 1-2 yaars 2-3 yoars 3-4 years 4-5 yoars 5 years 2011
Fixed rate by balance sheet category
Cash and cash equivalents 706 - - - - - 706
Capital market notes” (1,234) - (797) {1.538) (1,185) {4,874} (9.,628)
Non contralling interest loans - - - - - (204) (204)
Finance leases/hire purchase contracts (38) (13} 10) {11} {(12) (120) (204)
{566) (13} (807) (1,549) 1,197} (5.198) {9,330}
Fixed rate by currency
AUD 97 {6} 7 {7} () (30%) 241)
CaD 3 (3} @ 3} 3 @ (22)
CLP 3 - - - - - 3
EUR (677) - - (875} - {786} {2,338}
GBP - - - - - {936} (936)
uss 14 (3) {797) (664} (1,185) (3,153) {5,788}
ZAR - (1 - - - 4 (8)
(566) (13) {807) {1,549) (1.197) (5,198) {7.330)
Floaung rate by balance sheet category
Cash and cash equivalents 1,144 - - - - - 1,146
Capital market notes (148) - - - - - (148)
Bank loans — other unsecured (139 - - (34) - - (173)
859 = - (34) = - 825
Floaung rate by currency
AUD 91 - - - - - L4
ARS 19 - - - - - 19
CAD 5 - - - - - 5
CLP 4 - - - - - 4
EUR 28 - - - - - 28
GBP 15 - - - - - 15
uss 508 - - (39) - - 474
ZAR 74 - - - - - 74
Other 15 - - - - - 15
859 - - {34) - - 825

* Thete bormowings are subject 10 interest rate swaps
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Notes to the finoncial statements continued

346 Financial instruments continued
The interest rate risk profile of the Group as at 31

December 2010 are as follows

Falling due Falling due Falling due Falling due Falling due Falling due
within between between Detween between more than

US$m 1 year 1 2 years 2 3 years 3 4 years 4 5 years S years 2010
Fixed rate by batance sheet category
Cash and cash equivalents 794 - - - - - 794
Capital market notes* (2 162) {1,292} - - (1,528) (3 730) {8,712)
Non-controlling interest loans - 81 - - - {162) (243}
Finance leases/hire purchase contracts {71) 9 (5) &Y 4) {19) 113)
Cther loans - - - - - (5) (5)

(1,439) (1382 {5) {5} {1532 (3,916) 8,279)
Fixed rate by currency
AUD {7) n 40} (1 - (161) {171)
CAD (2) (3} 3 (3 (3) 9 (23)
cLp 2 - - - - - 21
EUR {1 040) (722) - - 874) (774) (3.410)
GBP 10 - - - - 842) (832)
uss {421} [655) (4] (1} (655) 2,119) (3,852)
ZAR - 4} - - - (11 02

1439} (1,382 (5) (5) {1,532) {3 916) 8,279
Floaung rate by balance sheet category
Cash and cash equwalents 886 - - - - - 886
Capatal market notes (30) - - - - - (30
Bank loans — other unsecured (40) (139) - - {34) - (213}
Bank overdrafts % - - - - - )

807 {139) - — {34) - 634
Floating rate by currency
AUD 235 - - - - - 235
ARS 12 - - - - - 12
CaD 8 - - - - - 8
CLP 22 - - - - - 22
EUR 20 - - - - - 20
GBP 1 - - - - - 1
NCK 3 - - - - - 3
uss$ 453 {139 - - (34 - 280
ZAR 46 - - - - - 46
Other 7 — - - - - 7
807 (139) - - {34) - 634

* These borrowings ere subject 1o interest rate swaps

The interest charged on floating rate financial habilties 1s based on the relevant national inter-bank rates and re-priced at least annually Interest on financral
instruments classified as fixed rate 15 fixed unul matunity of the instrument The other financial instruments of the Group that are not included in the above

tables are non-interest-beanng and are therefore not subject to interast rate nisk

IFRS 7 requires interest rate sensitmity analysis that shows the effects of changes in market interest rates on the income statement and, if approprate

shareholders’ equity The interest rate sensiiwvity analysis 1s based on the following assumptians

» for non-dervative financial instruments with fixed interest rate terms  a change In market interest rates only affects income of these are measured at ther far
value Consequently, all non-dernvative financial instruments with fixed interest rate terms that are camed at amortised cost are excluded from this analysts
{with the exception of those subject to a fixed to floating rate swap)

+ items subject to an effective fixed to floating interest rate swap hedge are assumed to be floating instruments for the purpose of this analysss,

+ for floating rate instruments income staterent impacts assume adjustments to nterest income and expense for a 12-month penod,




the Group does not have significant cash flow hedges related to interest rate nisk As such, movements that would oceur tn equity as aresult of a
hypothetical change in interest rates at reporung date have been excluded from this analysis

changes in the canrying value of denvative financial instruments designated as fair value hedges are assumed to be fully effectve with no impact on the
Income statement or equity,

changes in the camysng value of derivative financial instruments not in hedging relationships are assumed to smpact the iIncome statement

the Group does not have material exposure to interest rate risk from available-for-sale financial instruments As such, these finanaial instruments have been
excluded from this analysts,

+ the balance of interest-beanng financral instruments at reporting date 1s representative of the balance for the year as a whole and hypothetical interest rate
movernents are deemed to apply for the entire reporting perrod, and

.

the impact of interest rate movements on the carrying value of pension obligauons has been excluded

If the market interest rates had been 100 basis points higher {lower) at 31 December 2011 incame would have been US$51million (2010 US$6% million) higher
(lower) There would be no material effect on equity reserves other than those relating directly to movements in the income statement

Foreign currency nsk

Owing to the Group’s significant operations in Austrahia, North America, South America, South Africa and Europe  the balance sheet and results can be
affected sigmificantly by movements in exchange rates The long-term relationship between commodity prices and the currencies of most of the countries
where the Group operates provides a degree of natural protection However, in the short term it can be quite volatle The presentation currency of the Group
1s the US$

Foreign currency hedges

Group subsidiaries located 1n Australia and Canada have entered into AUD/US$ and CAD/US$ exchange contracts to hedge a portion of their US$
denominated revenue and third-party loans The Group also enters into forward contracts to hedge specific one-off foreign currency transactions The open
foreign currency exchange contracts as at 31 December 2011 are as follows

Classified as cash flow hedges™

Contract Average Fair Contract Average Fair
amount forward rate value amount forward rate value
UStm 2011 2011 2011 2010 2010 2010

Forward contracts - sell US$/buy AUD
Maturing in less than 1 year 1,932 10017 24 876 09125 97
1,932 10017 24 876 09125 97

Forward contracts — sell USS/buy EUR
Maturing in less than 1 year 675 13500 27) 1174 1 5450 170
Maturing between 1 and 2 years* - - - 675 13500 {6
Maturing between 3 and 4 years* 939 1 5650 {161) - - -
Maturing between 4 and 5 years* - - - 939 1 5450 (136)
Maturing after 5 years* 675 1 3500 (27} 675 1 3500 (&)
2,289 14382 (215) 3,463 14812 {318)

Forward contracts — sell US$/buy GBP
Matwning after 5 years” 985 19700 (208) 985 19700 {204)
985 19700 (208) 985 19700 (204)

Forward contracts — sell US$/buy ZAR
Maturing in less than 1 year 547 7 9437 {20) 348 7 3373 29
547 7 9437 (20) 348 73373 29

* Relates to the Unsecured notes {refer 1o note 28)
** The iming of hedged cash flows 15 expected to comcide with the matunties of the hedging instruments to which they ralate
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Notes to the financial statements continued

36 Financial instruments continued
Classified as other derivatives

Contract Average Fair Contract Average
amount forward rate value amount farward rate Fair value
US$m 2011 2011 2011 2010 2010 2010
Forward contracts — sell CAD/buy USS
Maturing in less than 1 year - - - 320 15013 {163)
- - - 320 15013 (163)
Forward contracts — sell US$/buy CAD
Matuning in less than 1 year 1,113 10087 (10) 1,364 10196 32
1,113 1 0087 (10) 1,364 10196 32

For the purpose of IFRS 7 sensitivity analyss, currency nisks anse because financial instruments are denominated in a currency that i1s not the functional
currency of the subsidiary or joint venture The movements shown below largely result from trade payables and recewables that are not denominated in the
local enuty’s functional currency Trade payables and recevables generally arise as a result of the operations of the Group n the ordinary course of business

The currency sensitivity analysis 1s based on the following assumptions

« differences resulting from the translation of financial statements of substdianies or joint ventures into the Group's presentation currency US$, are not taken
into consideration

» the major currency exposures for the Group relate to the US$ and local currencies of subsidianes and joint ventures Foreign currency exposures between
two currencies where one s not the US$ are deemed insignificant to the Group and have therefore been excluded from the senstivity znalysis,

denvatwve financial instruments designated as cash flow hedges are assumed to be fully effective hedges and therefore any movemnents in carrying value are
captured within equity and have no impact on the income statement analysis

* changes in the carmying value of dernivatve financial instruments designated as fair value hedges are assumed to be fully effective with no impact on the
Income statement or equity,

» changes in the camying value of dervative financial instruments not In hedging refationships are assumed to impact the income statement, and
* the impact of fore:gn currency movemenits on the carrying value of pension obligations has been excluded

In accordance with IFRS 7, the impact of foreign currencies has been determined based on the balances of financial assets and liabilities at 31 December 2011
This sensitivity does not represent the income statement impact that would be expected from a movement in foreign currency exchange rates over the course
of a penod of ume

If the US$ had gained {lost) 5% aganst alf currencies significant to the Group, the impact would have been

Effect an net Effecton Effect on net Effecton

Closing  earnings of a uity of & Closing eamings of a equity of a

exchange rate 5% change 5% change  exchange rate 5% change 5% change

Local currency to the USH 2011 2011 2011 2010 2010 2010
US3 ARS 4 3063 {4 - 319759 (3) -
AUD USS 1 0205 3 1 10233 (0} m
uss CaD 10212 5 - 09983 7 -
uss CLP 519 50 5 - 468 00 5 -
uss COP 1,938 - - 1920 2 -
EUR US$ 12960 4 - 13387 3 -
GBP USS 15550 - - 15613 m -
US$% PEN 2 6904 4 - 2 8063 4 -
US$ ZAR 80796 8 - b6 6276 {17) -
Total ? 1 {10) {1

Commodity price nsk

The Greup 15 exposed to fluctuations In commadity prices, with the commodity mix spread between those that are priced by reference

to prevailing market prices on terminal markets and those that are set on a contract basis with customers, generally on an annual basis Commodity price nsks
anse in all major commedities that the Group produces Commedity price nsk s managed by mamtaining a diversified portfolio of commodites and typically
does not mvolve large-scale strategic hedging or price managernent initiatives

Due to the volatile nature of commedity prices and the histoncal relationshsp between prices and the currencies of most of the countries where the Group
aperates hedging may be entered into only in hmited arcumstances and subject to strict imits laid down by the Board of Directors




Commodity hedging
The Austrahan and South African operations have entered into coal forwards to hedge prices of future sates of coal The open forwards and collars commodity
contracts as at 31 December 2011 are as follows

Classified as cash flow hedges

Average Falr value Average Fair vatue
Tonnes price US$ ussm Tonnes pnce USS ustm
2011 2011 2011 2010 2010 2010
Coal forwards — U5$ denominated contracts
FOB
Matuning in less than 1 year 4,590,000 114 72 H 1,320 000 97 32 (32)
Maturing between 1 and 2 years 0.000 124 00 1 - - -
4,680,000 114 90 32 1,320,000 97 32 {32)
Coal forwards - US$ denominated contracts
CIF
Maturing in less than 1 year - - - 935,000 104 70 (22)
- - - 935,000 104 70 22)

The maturities of these hedges reflect the expected tming of cash flows related to these nstruments

The IFRS 7 sensitvity analysis below has been prepared using the following assumptions

this analysis only takes into account commodities for which the Group has significant exposure,

fixed-price sale and purchases contracts will not fluctuate with movements :n commodity prices and are therefore excluded from this analysis,

derwvative financial instruments designated as cash flow hedges are assumed to be fully effective hedges and therefore any movements in carrying value are
captured within equity and have no impact on the income statement analysis

changes in the camying value of denvative financial mstruments designated as farr value hedges are assumed to be fully effective with no impact on the
mcome statement or equity, and

changes in the camying value of dervative financial instruments not in hedging relationships are assumed to impact the income statement

In accardance with IFRS 7, the impact of commodity prices has been determined based on the balances of financial assets and hakilites at 31 December 2011
This sensitivity does not represent the income statement smpact that would be expected from a movement In commodiy prices over the course of a pernod
of time

If prices for all commodities for which the Group has significant exposure had been 10% higher {fower) at 31 December 2011, income would have been
U55194 million higher (lowar) {2010 US$173 million higher (lower)) and equity reserves would have bean US$20 million tower {(higher) (2010 US$3 million
lower (higher)} as a result of changes to reserves for commodity cash flow hedges There would be no other matenal changes in reserves of the Group as
at 31 December 2011 or 2010 other than those relating directly to iIncome statement movements

Farr valuas

Set out below 15 a compansen by category of carrying value and farr values of the Group s financial instruments that are not carned at fair value in the financial
statements at 31 December

Carrying Fair Camying Fau

value value value value

Us$m 2011 2011 2010 2010
Financial habilities

Capual market notes 9628 9,628 B, 712 8,714

Nen controlling interest loans 204 210 243 243

Fimance taases 204 206 251 252

Other loans -] 8 11 12

Market rates at 31 December 2011 have been used to determine the farr value of fixed interest loans
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Notes to the financial statements continued

36 Fmancial instruments continued
The following table shows the carrying amounts as at 37 December for each category of financial assets and liabilties as required by IFRS 7

US$m 2011 2010
Financial assets

Cash and cash equivalents 1,948 1,722
Financial assets designated at fair value through profit and loss 106 21
Loans and recewables 4,628 5,054
Available-for-sale finanoal assets 258 347
Dernvative financial assets 776 806
Financial lrabilities

Financial habilities measured at amortised cost 14,050 14782
Financial habihties designated at fair value through profit and loss 212 236
Derwatve financial habilities 482 749
The following table shows the gains/(losses} for each category of financial assets and habulties as required by IFRS 7

USSm 2011 2010
Financial assets and habilites

Avarlable-for-sale financial assets gains/(losses) recognised in equity 37 118
Available-for-sale financial assets gains/{fosses) recognised in the income statement 8 73
Dervative financial instruments gains recognised in equity 26 117
Dernvative financial mstruments gains recagnised in the income statement 14 17
Interest revenues and expenses are not included in the calculation of the gains/losses} of financial assets and habilities

The Group uses vanous valuation techmques in determining the fair value of financial assets and liabilites The fallowang fair value hierarchy 1s used to
categonse and disclose the Group s financial assets and lhabilities held at fair value for which a valuation technique 1s used

+ Level 1 quoted (unadjusted) prices in active markets for identical assets or habilives,

+ Level 2 other techniques for which alt iInputs that have a significant effect on the recorded fair value are observable, erther directly or indirectly, and

» Level 3 techniques that use inputs that have a significant effect on the recorded farr value that are not based on observable market data

The table below presents financial assets measured at farr value

USEm 2011 Level 1 Level 2 Level 3
Commodity cash flow hedges 32 - 32 -
Foreign currency cash flow hedges 24 - 24 -
Fair value interest rate hedges 699 - 69 -
Other interest rate dervatives 15 - 15 -
Other foreign currency derivatives [ - 6 -
Shares - listed 79 7% - -
Shares - unlisted 7 - 7 -
Royalty contract 172 - 172 -
Rehabilitation trust fund 106 - 106 -
Loans to joint venture partners 396 - 396 -
TBU 183 - 183 -
Other financial assets 58 - 58 -
ustm 2010 Lavel 1 Level 2 Leve! 3
Foreign currency cash flow hedges 126 - 126 -
Fair value interest rate hedges 606 - 606 -
Cther interest rate derivatives 42 - 42 -
Other fareign currency dervatives 32 - 32 -
Shares — listed 160 160 - -
Shares — unlisted 5 - 5 -
Rayalty contract 182 - 182 -
Rehabilitation trust fund M - 9N -
Loans to joint venture partners 375 - 375 -

Other financial assets 48 - 48




The table below presents financial kabilites measured at far value

US$m 2011 Leve! 1 Level 2 Ltevel 3
Foreign currency cash flow hedges 443 - 443 -
Other interest rate denvatives 23 - 23 -
Other foreign currency derivatives 16 - 16 -
Loans from joint venture partners 212 - - 212
Us$m 2010 Level 1 Level 2 Level 3
Commodsity cash flow hedges 50 - 50 -
Foreign cumency cash flow hedges 522 - 522 -
Other interest rate denvatives 14 - 14 -
Other foreign currency denvatives 163 - 163 -
Loans from joint venture partners 236 - - 236

37 Events after balance sheet date

Recommended all-share merger of equals between Glencore Intarnational plc and Xstrate ple

The Glencere Directors and the Independent Xstrata Directors have reached agreement on the terms of a2 recommended all-share merger of equals of
Glencore and Xstrata ple The terms of the Merger will provide holders of scheme shares with 2 8 new Glencore shares for each Xstrata ple share held The
merger will be effected by way of a Court sanctioned scheme of amangement of Xstrata plc under Part 26 of the UK Companies Act, pursuant to which
Glencore will acquire the entire 1ssued and to be 1ssued ordinary share capital of Xstrata plc not already owned by the Glencore Group The merger 1s subject
to a number of conditions including shareholder approval of both companies

On 8 March 2012, the Group announced it has agreed to acquire the Sukunka hard coking deposit in Brtish Columbia, Canada, from Talisman Energy
Incorporated for US$500 million in cash, subject to customary condiions

On 13 March 2012, the Group announced the creation of a joint venture between Xstrata Coal and JX Nippon Oil & Corporation Group (JX} compnsing
contiguous metallurgical coal assets in the Peace River Coalfields in Western Canada JX pad U$$435 million in ¢ash to acquire a 25% mterest in the Peace
River Coalfields in Western Canada
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Independent Auditor’s report to the
members of Xstrata plc

We have audited the Parent Campany financial statements of Xstrata ple
for the year ended 31 December 2011 which comprise the balance sheet
and the related notes 1 to 10 The financial reporting framework that has
been applied in therr preparation 15 applicable faw and United Kingdom
Accounting Standards (United Kingdom Generally Accepted

Accounting Practice)

This repert 1s made solely to the Company s members, as a body, in
accordance with Chapter 3 of Part 16 of the Comparntes 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 in an auditar 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 wark, for this report, or for the opinions we

have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of directors’ responsibility set out

on page 116, the directors are responsible for the preparaucn of the Parent

Company financial statements and for betng sausfied that they give a true
..and fair view Our responsibility 15 to audit and express an opinion on the

‘Parent Company financial statements in accordance with applicable law and

International Standards on Audhting (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 disclosures in
the financial statements sufficient to give reasonable assurance that the
financial statements are free from materal misstatement whether caused
by fraud or error This includes an assessment of whether the accounting
policies are appropriate to the Parent Company s circumstances and have
been consistently applied and adequately disclosed, the reasonableness
of significant accounting estmates made by the directors, and the overall
presentation of the financial statements

Optnion on financial statements
In our opinion the Parent Company financial statements

= give a true and fair view of the state of the Company’s affairs as at
31 December 2011,

* have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice, and

» have been prepared in accordance with the requirements of the
Companies Act 2006

Opimien on other matters prescribed by the Compames Act 2006
In our optnton

¢ the part of the Directors’ remuneration repon to be audited has been
properly prepared in accordance with the Companies Act 2006, and

» the informauen given in the Directors’ report for the financial year for
which the financial statements are prepared s consistent with the Parent
Company financial statements

Matters on which we are required to report by exception
We have nothing 1o report in respect of the following matters where the
Companies Act 2006 requires us ta report to you if, In our cpinion

+ adequate accounting records have not been kept by the Parent Company,
or returns adequate for our audit have not been recerved from branches
not visited by us, or

« the Parent Company financial statements and the pant of the Directors
remuneration report to be audited are not in agreement with the
accounting records and returns, or

+ certamn drsclosures of directors remuneration specified by law are not
made or

+ we have notrecewed all the information and explanations we require for
our audit

Other matter
We have reported separately on the Group financial statements of Xstrata plc
for the year ended 31 December 2011 v P

\ ]

Mirco Bardella {(Senior statutory auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor
London Ursted Kmgdom

15 March 2012

The maintenance and integnty of the Xstrata plc website s the responsibility
of the directors, the work camed out by the auditors does not involve
consideration of these matters and, accordingly, the auditors accept no
responsioility for any changes that may have occurred to the financial
statements since they were inially presented on the website




Balance sheet

As at 31 December 2011

USSm Notes 2011 2010
Fixed assets
Investments 2 24,480 20,427
24,480 20,427
Current assets
Debtors amounts faling due within one year 3 3 5
Creditors amounts falling due within one year 4 (4,834) (617)
Net current assets {4,831) 612
Attributable net assets 19,649 19,815
Capital and reserves
Called up share capital 6,7 1,482 1,482
Share premium 6,7 15,458 15,458
Other reserves 7 949 949
Own shares 7 (107) {148)
Retained earnings 7 1,867 2,074
Equity and shareholders funds 19,649 19,815

The financial statements on pages 189 to 194 were approved by the Board of Directors on 15 March 2012 and signed on 1ts behalf by

Travor Reid
Chief Financial Offi

No Income Statement s presented for Xstrata ple as permitted by section 408 of the Companies Act 2006 The profit of Xstrata pk for the year ended
31 December 2011 was U$$656 mullion (2010 US$153 million)

There were no recognised gains and losses atinbutable to the shareholders of the Company other than the profit of U5$656 mtllion for the year ended

31 December 2011 (2010 US$153 mullon)
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Notes to the financial statements |

1 Accounting policies

Basis of preparation

These financial statements have been prepared in accordance with applicable
UK accounting standards The accounting policies are consistent with the prior
year

Xstrata ple the Company) has adopted the following principal accounung
policies

Investments
Equity investments in subsidianies are carmed at cost less any provision for
impaiments.

Financial assots

Financial assets are classified as either financial assets at fair value through
prafit and loss, loans and recewables, held to-matunty investments, or
available-for-sale financial assets, as appropniate The Company determines
the classification of nis inancial assets at imual recogmtion When financial
assets are recognised initially, they are measured at fair value on the trade
date plus, in the case of investments not at farr value through profit or loss,
directly attributable transaction costs

Loans and receivables

Loans and receivables are non-dernwative 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 euther far value through
profit and loss or avallable-for-sale Such assets are camed at amortised cost
using the effective interest method This cost 1s computed as the amount
mitially recogmised minus principal repayments plus or minus the cumulative
amortisation using the effective interest method of any difference between
the iniially recognised amount and the matunty amount

Gains and losses are recogrised in the profit and loss account when the loans
and receivables are derecognised or impaired, as well as through the
amortisation process Loans and recervables are derecognised when the
Company no longer has a right to receive cash flows from the asset

If there s objective evidence that an imparment loss on foans and recewables
has been incurred, the amount of the loss 1s measured as the difference
between the asset s carrying amount and the present value of esumated
future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset's enginal effective interest rata (| @ the
effective interest rate computed at initial recognition) The carrying amount of
the asset 1s reduced and the amount of the loss 1s recognised i the profit and
loss account If, 1n a subsequent penad, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occuming
after the imparment was recogmised, the previously recognised imparrment
loss 1s reversed Any subsequent reversal of an impairment loss 1s recognised
in the profit and loss account, to the extent that the carrying value of the asset
does not exceed its amortised cost (that would have been measured if thare
had been no imparment} at the reversal date

Impairment

The carrying values of fixed assets are reviewed for impairment if events or
changes in circumstances indicate the carrying value may not be recoverable
If there are indicators of impairment an exercise 1s undertaken to determine
whether the carrying values are in excess of their recoverable amounts Such
review 15 undertaken on cash-generating umits

If the carrying value of a fixed asset exceeds the recoverable amount, a
prowision 15 recorded to reflect the asset at the lower amount In assessing the
recoverable amounts of fixed assets, the relevant future cash flows expected
to anse from the contnuing use and disposa! of the assets have been
discounted to therr present value using a2 market-determined discount rate

Provisions for habilities

Provisions are recognised when the Company has a present obligation, as a
result of past events, and 1t 1s probable that an outflow of resources that can
be relably estrmated will be required to settle the obligation

Defarred taxation

Ceferred tax 1s recogrused in respect of all tming differences that have
onginated but not reversed at the balance sheet date that will result in an
obligation to pay more, or a nght to pay less tax i the future In particular

¢ provision 1s made for tax on gains ansing from the disposal of fixed assets,
only to the extent that, at the balance sheet date, there 1s a binding
agreement to dispose of the assets concemed However, no provision 1s
made where, on the basis of all available evidence at the balance sheet
date, it 1s more likely than not that the taxable gain will be rolled over into
replacement assets and charged to tax only when the replacement assets
are sold

* provision is made for deferred tax that would anse on remittance of the
retained earnings of overseas entities only to the extent that, at the balance
sheet date, dividends have been accrued as recewvable and

deferred tax assets are recogmsed only to the extent that it 1s considered
mere hkely than not that there will be suitable taxable profits from which
the future raversal of the underlying tming differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are
expected to apply In the penods in which sming differences reverse, based
on tax rates and laws enacted or substantively enacted at the balance sheet
date

QOwn sharos

The cost of purchases of own shares held by the Employee Share Ownership
Plan (ESOP} trust are deducted from equity Where they are issued to
employees or seld, no gain or loss 1s recognised in the profit and loss account
Any proceeds recewed on the disposal of the shares or on the transfer of
shares o employees are recognised n equity

Share-based payments

The Company makes share based awards, including free shares and options in
the Company, to certain employees and directors of the Group The expense
recognised in the financial statements relates only to those share-based
awards that are granted by the Company, to its employees and directors
Expenses relating to awards granted to employees and directors of other
Group companies are allocated to those companies in accordance with UITF
Abstract 44

Equity-settled awards

Far equity-settled awards, the farr value 1s charged to the profit and loss
account and ¢credited to retained eamings, an a straight-ine basis over the
vesting peniod, after adjusting for the estimated number of awards that are
expected 1o vest (taking into account the achievement of non-market based
performance conditions) The farr value of the equrty-settled awards 1s
determined at the date of the grant by external experts using the models
authned in note 34 of the Group consolidated financial statements

At each balance sheet date prior to vesting the cumulative expense
representing the extent to which the vesting penod has expired and
management’s best esumate of the awards that are ulumately expected to
vest 15 computed (after adjusting for non market performance conditions) The
movement in cumulative expense is recognised in the profit and loss account
with a corresponding entry within equity




Cash-sottled awards

For cash settled awards, the far value 1s recalculated at each balance date
unt! the awards are settled based an the estimated number of awards that are
expected to vest adjusting for market and non-market-based performance
conditions During the vesting penicd, a liability 1s recognised representing the
portion of the vesting penod that has expired at the balance sheet date
multiphed by the farr value of the awards at that date After vesting the full
far value of the unsettled awards at each balance date Is recognised as a
habidity Movements in the hability are recognised i the profit and loss
account The fair value 1s recalculated using an option pricing model (refer to
note 34 of the Group consolidated financial statements)

Refer to the accounting policies and note 34 of the Group consohdated
financial statements for a full explanauon of the valuation of and accounting
for the share based awards

Loans from submidianes

Loans from subsidianes are recogmised at inception at the fair value of the
praceeds receved net of issue costs Subsequently, they are measured at
amortised cost using the effective interest method Finance costs are
recognised in the profit and loss account using the effective interest rate
method

Foreign currency transactions

Foreign cumrency transactions are booked in the functional currency (US$) at
the exchange rate nuling on the date of the transaction Foresgn currency
monetary assets and liabilites are translated into the funcuional currency at
rates of exchange ruling at the balance sheet date Exchange differences are
recorded in the profit and loss account Foreign currency non monetary assets
and liabilities are not restated at balance sheet date

Revenue
Interest income 1s recognised as earned on an accruals basis using the
effective interest method

Dwidend income 1s recognised as eamed when the Company's nght to
receve payment s established

Income for other services 1s recognised when the service has been rendered,
the amount of revenue (and associated costs) can be reliably measured, and 1t
1s probable that economic benefits will flow to the Company

Comperatives
Where applicable comparatives have been adjusted to disclose them on the
same bass as current period figures

Use of astimates

The preparation of these financial statements 1s in conformity with Generally
Accepted Accounting Pracuce and requires management to make estimates
and assumptions that affect the reparted amounts of assets and liabilitses at
the date of the financtal statements and reported amaunts of revenues and
expenses during the reporting penod  Actual outcomes could differ from
these estimates
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Notes to the financial statements continued

2 Investments

Investment in Loans to
UsStm subsidianes subsidianes Total
Cost
At 1 January 201t 20,365 62 20,427
Additions — existing investments 4,029 24 4,053
At 31 December 2011 24,394 -1 24,480

The subsidiary undertakings of the Company as at 31 December and the percentage holding of ordinary share capital are set out below

% of ardinary shares

Name Couniry of incorporation Prancipal actvities held & voung nights
Principal subsidiaries
Xstrata (Schweiz) AG Switzerland Holding company 100%
Xstrata Finance {Dubai) Limited UAE Finance company 0%
Xstrata Commodities Middle East DMCC UAE  Marketing company 0%
Xstrata Capital Corporation AVV* Aruba Finance company 43%
Xstrata (Nederland) BV Netherlands Finance company 75%
Xstrata Finance (Luxembourg)Sar L Luxembourg Finance company 0%
Xstrata Coal Sales PTE LTD Singapore Trachng company 90%
* The voting rights are 51%
The principal country of operation 1s the country of incorporation, and all subsidianies are unlisted Refer to note 35 of the Group consolidated financiat
statements for a hist of significant subsidiartes associates and joint ventures
3 Debtors — amounts falling due within one year
Ussm 2011 2010
Other debtors 3 5
3 5
4 Credrtors - amounts falling due within one year
usgm 2011 2010
Loans from subsidianes 4,832 613
Other creditors 2 4
4,834 617
5§ Dividends paid and proposed
US$m 2011 2010
Declared and paid duning the year
Final dividend for 2010 - 20 ¢ cents per orchnary share {2009 - B © cents per ordinary share) 586 233
Intenm dvidend for 2011 - 13 0 cents per ordinary share (2010 — 5 0 cents per ordinary share) 381 146
967 379
Proposed for approval at the Annual General Meeting (not recognised as a hiability as at 31 December)
Final dividend for 2011 - 27 0 cents per ordinary share {2010 — 20 0 cents per ordinary share) 792 586
6 Capital
US$m
Authonsed
4,500,000,000 ordinary shares of US$0 50 each as at 1 Janwary 2010, 31 December 2010 and 31 December 2011 2,250
50,000 deferred shares of GBP1 00 each as at 1 January 2010, 31 December 2010 and at 31 December 2011 -
1 special voting share of US$0 50 as at 1 January 2010, 31 December 2010 and as at 31 December 2011 -
Issued, called up and fully paid
2 939,011,420 ordinary shares of US$0 50 each as at 1 January 2010 1 469
25,680,456 ordinary shares issued on the exercise of convertible borrowings 13
2 964,692 076 ordinary shares of US$( 50 each as at 31 December 2010 and 3t December 2011 1,482
Share premmum
As at 1 January 2010 15,096
25,680,456 ordinary shares issued on the exerase of convertible borrowings 352
As at 31 December 2010 and as at 31 December 2011 15,458

Issue of ordmary shares

During 2010, the US$375 millien convertible borrowings were converted at the option of the holders into 25 680,456 ordinary shares in Xstrata plc

Details in respect of the vanous classes of shares are outlined in the Directors’ Report on page 112




7 Capital and reserves

Share
Share premium QOther Own Retained

US$m capital aceount raserves shares eamings 201

Cepital and reserves

At 1 January 2011 1,482 15,458 949 (148) 2,074 19,815

Attributable profit for the year - - - - 656 454

Own shares purchased - - - {18) - {18)
Own shares sold - - - 59 (44) 15

Equity-settled share-based payments - - - - 148 148

Dividends - - - - (967) (947)
At 31 December 2011 1,482 15,458 P49 {107} 1.867 19,649

Share
Share premium Other Owm Retained

ussm capital account reserves shares eamings 2010
Captal and reserves

At 1 January 2010 1,469 15 096 949 (273) 2,267 1% 508

Attnbutable profit for the year - - - - 153 153

Issue of share capital 13 362 - - 20 395

Own shares purchased - - - an - an
Own shares sold - - - 134 {122) 14

Equity settled share-based payments - - - - 135 135

Dwvidends - - - - {379) {379)
At 31 December 2010 1,482 15 458 949 {148) 2074 19 815

Share premum account
Share premium account compromises capital contribution reserves of US$14,679mitlion (2010 US$14,679milhon) and share premium ansing from the issue of
shares to the ESOP of US$761millon (2010 US$761mullion)

Othor resarves
This reserve principally onginated dunng 2002 from 1ssue of shares from the acquisition of the Duiker and Enex Groups of US$935million

Own shares
Own shares compnise shares of Xstrata plc held in the ESOP

The shares acquired by the ESOP are either stock market purchases or share i1ssues from the Company The ESOP 1s used to co-ordinate the funding and
manages the delivery of ordinary shares for options and free share awards under the Group's employee award schemes The trustee of the ESOP 1s permitted
to place the shares back into the market and may hold up to 5% of the 1ssued share capital of the Company at any one time At 31 December 2011 5,028 048
(2010 6,886,349} shares, equivalent to 0 2% (2010 0 2%) of the total 1ssued share caprtal, were held by the trust with a cost of US$10? mullion (2010 US$148
million) and market value of U$$76 million (2010 US$162 millkon) The trust has waved the right to receive dividends from the shares that it holds Costs
relating to the administration of the trust are expensed in the period in which they are incurred

9 Other income and expenses
The audt fee 15 US$49,000 (2010 US$47,000) In respect of the Company Refer to note 10 of the Group consolidated financial statements for further
information on Auditors’ remuneration

Refer to the Directors Remuneration repart on pages 96 w0 109 for the remuneration of directors

10 Guarantees
The Company has provided guarantees for the financial obligations of a number of Group companies

Speaifically, the Company has provided

In November 2011 the Group issued US$ denominated capital market notes in a U5$3,000 million four-tranche transaction compnising 3 year, 5 year, 10 year
and 30 year notes The fixed interest faciisties were 1ssued by Xstrata Finance (Canada) Limited The capital market notes comprise US$830 million 2 85%
guaranteed notes due November 2014, US$700 million 3 60% guaranteed notes due January 2017 US$1,000 milion 4 95% guaranteed notes due November
2021 and US$500 million 6 00% guaranteed notes due November 2041 These capital market notes are guaranteed by the Company, Xstrata (Schweiz) AG
Xstrata Finance (Dubai) Limyted and Xstrata Canada Financial Corporation

In October 2011 the Group entered into a guaranteed US$6,000 milhon multi-currency revolving syndicated loan facility maturing in October 2016 Interest 1s
payable on drawn down amounts at a rate that is the aggregate of LIBOR, or in relation 1o Euro, EURIBOR and the relevant margin, which 1s 85 basis pomnts per
annum As of 31 December 2011 US$4 000 million was available to be drawn under this facility The loan was entered into by Xstrata (Schweiz) AG, Xstrata
Canada Financial Corporation, Xstrata Frnance {Dubai) Limited and Xstrata Finance (Canada) United and 1s guaranteed by the Company, Xstrata (Schweiz) AG,
Xstrata Canada Financial Corporation Xstrata Finance {Dubai) Limited and Xstrata Finance {Canada) Limited
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Notes to the financial statements continued

10 Guarantees continued

In September 2010, the Group entered into a guaranteed US$4,000 million multi-currency revolving syndicated loan facility sphit into two US$2,000 mullan
tranches, with one tranche matuning three years after the date of the facility and the other maturing five years after the date of the facility Interest was payable
on drawn down amounts at a rate that s the aggregate of LIBOR or, in relation to any loan in Euro, EURIBOR, plus 90 basts points per annum under the three-
year tranche and 100 basis points per annum under the five-year tranche respectvely The loan was entered into by Xstrata (Schweiz) AG, Xstrata Finance
{Dubai) Limited and Xstrata Canada financial Corporation and 1s guaranteed by the Company, Xstrata (Schwer) AG, Xstrata Finance {Dubai) Limited, Xstrata
Finance {Canada) Limited and Xstrata Canada Financial Corporation The facility was cancelled in October 2011 and replaced with the US$6,000 million mult:
currency revolving syndicated loan facility

In October 2008 the Group entered into a guaranteed US5$5,000 mithon multi-currency revolving syndicated loan facility {Club Faciliy) with interest payable
on drawn down amounts at a rate that 1s the aggregate of LIBOR or, in relation to any loan in Euro, EURIBOR, ptus 150 basis points per annum The loan was
entered into by Xstrata (Schweiz) AG, Xstrata Finance (Dubai} Limited and Xstrata Canada Financial Corporation and 1s guaranteed by the Company, Xstrata
{Schwez) AG, Xstrata Finance {Dubas) Limited, Xstrata Finance {Canada) Limsted and Xstrata Canada Financial Corporation The Club Faality was amended on
30 December 2008 to increase the facility amount to US$5,459 million and on 3 April 2010 to decrease the facility amount to US$3,000 rmullion Tha facility was
cancelled in September 2010 and replaced with the US$4,000 mullron multi-currency revolving syndicated loan facility

In May 2008 the Group issued EUR',350 million of notes in two tranches under its Eure Medium-Term Note Programme These comprised EUR750 million

5 875% fixed guaranteed notes due 2011 and EUR&00 million 6 25% fixed guaranteed notes due 2015 In May 2008, the Group 1ssued GBP500 miflion 7 375%
fixed guaranteed notes due 2020 The notes were issued by Xstrata Canada Financial Corporation and are guaranteed by the Company, Xstrata (Schweiz) AG,
Xstrata Finance (Dubai) Limited and Xstrata Finance (Canada} Limited In addition the notes were swapped into US$ currency and a floating rate with the
swaps guaranteed by the Company and Xstrata (Schweiz) AG

In November 2007, the Group completed a US$500 million 30-year bond issue beanng interest at 6 90% per annum The bond was issued by Xstrata Finance
{Canada) Limited and 1s fully and unconditionally guaranteed on a senior, unsecured and jmint and several basss by the Company Xstrata (Schweiz) AG and
Xstrata Finance (Dubai) Limited

In July 2007, the Group entered into a guaranteed US$4,680 million multi-currency revolving syndicated loan with interest payable at a rate that 1s based on
LIBOR plus 27 5 basis paints per annum US$2,160 milhon of the loan was entered into by Xstrata Finance (Canada) Limited and 1s guaranteed by the
Company Xstrata (Schwez) AG and Xstrata Finance (Dubai) Limited US$2,520 million of the loan was entered into by Xstrata (Schweiz) AG and 1s guaranteed
by the Company, Xstrata Finance (Canada) Limuted and Xstrata Finance (Dubal) Limited The facility was cancelled i October 2011 and replaced with the
536,000 million mult-currency revolving syndicated loan facility

In June 2007, the Group 1ssued EUR1,000 million of notes in two tranches under its Euro Medium-Term Note Programme These compnsed EUR500 million
guaranteed 4 875% notes due 14 June 2012 and EUR500 million guaranteed 5 250% notes due 13 June 2017 The notes were issued by Xstrata Finance
{Canada) Limited, and are fully and unconditionally guaranteed on a senior, unsecured and joint and several basis by the Company, Xstrata {Schweiz) AG and
Xstrata Finance (Dubai) Limited in addition, the notes were swapped inta US$ currency and a floating rate with the swaps guaranteed by the Company and
Xstrata (Schweiz) AG

The Group assumed a number of senior debentures on the acquisttion of Falconbridge Limited {refer to note 28 of the Group consolidated financial
statements) Pursuant to the terms of the note indentures as amended by supplemental indentures, the Company has fully and unconditionally guaranteed in
favour of the halders of the senior debentures the payment, within 15 days of when due, of all financial iabilities and obligations of Falcanbridge Limited to
such holders under the terms of the senior debentures

In November 2006, the Group issued US$2 250 million of capital market notes in three tranches to refinance existing debt facilties The notes comprise a
US$1 000 mulhon 10-year facility at a fixed interest rate of 5 8% a US$750 million five-year facility at a fixed interest rate of 5 5%, and a US$500 million three-
year facility with interest payable at a rate based on LIBOR plus 35 basis points The fixed interest faciliies were 1ssued by Xstrata Finance (Canada) Limited
and the floaung rate facility was 1ssued by Xstrata Finance (Dubai) Lmited The Xstrata Finance (Dubai) Limited 1ssue was guaranteed by the Company, Xstrata
{Schwerz) AG and Xstrata Finance (Canada) Limited The Xstrata Finance (Canada) Limited issues were guaranteed by the Company Xstrata {Schweiz) AG and
Xstrata Finance (Dubar) Limited In addition, the Xstrata Finance (Canada) Limited 1ssues were swapped into a floating rate with the swaps guaranteed by the
Company and Xstrata (Schweiz) AG The Xstrata Finance (Dubai) Limuted issue matured in November 2009 and has been repaid




Cautionary note regarding
foruuard-looking staterments

The Business review section of this report comprising the Business, Strategy, Financial and Operating reviews has been prepared in accordance with the
Accounting Standards Board Reporung Statement on Operating and Financial Reviews (January 2006), as apphcable best practice guidance for UK companies
required to prepare a business review The Chairman's statement, Chief Executive’s report and the business units’ operating reviews, in partcular the Strategy
secuon, include an analysis of the main trends and factors hkely to affect the future development, performance and position of the business This includes
statements that are or may be deemed to be, forward-locking statements’ which are prospective In nature All statements other than statements of histoncat
fact are forward looking statements We may also make written and oral forward locking statements in

our Intenm reports our summary financial statements to

shareholders our offenng cireulars and our prospectuses,

our press releases and other wntten matenals, and

oral statements made by our officers, directors or employees to

third parties, including to financial analysts

Often, but not always, these forward looking statemnents can be identified by the use of forward looking terminclogy, including the words ‘is expected’
‘believes’, ‘estimates’ ‘budgets, ‘forecasts’, ‘projects’, ‘anticipates’, ‘expects’, “intends’, ‘plans’, ‘goal’, target’, ‘amm’, ‘may’ ‘will'’ would, could or ‘should’ or,
n each case, their negative or other variations or comparable terminology and include all matters that are not histonical facts They appear in a number of
places throughout this Annual Report and include statements regarding our intentons, beliefs or curment expectations and those of our officers dwectors and
employees concerning, amongst other things  our results of operations, financial condition, hquidity, prospects, growth, strategies and dividend policy and the
industries in which we operate

By their nature, forward looking statements involve nisks and uncertainties because they relate to events and depend on crcumstances that may or may not
occur in the future and may be beyond our ability to control or predict Forward-kaoking statements are not guarantees of future perfarmance Qur actual
results of operations, financial condition, iquidity, dividend policy and the development of the industries in which we aperate may differ matenally from the
impression created by the forward looking statements contained in this Annual Report Impaortant factors that could cause these differences include, but are
not limited to, general economie and business conditions, commadity price volatility, industry trends, competiwon, changes in government and other
regulation, including in relation to the environment, health and safety, taxation, labour relations and work stoppages changes in political and economic
stability, currency fluctuations, our ability to integrate new busmesses and recover our reserves or develop new reserves, and changes i business strategy or
development plans and other nsks including those described in the Business review section of this Annual Report Even i the results of operations financial
condivon hquidity and dividend policy and the development of the industries in which we operate are consistent with the forward looking statements
contained in this Annual Report, those results or developments may not be indicative of our results or developments in subsequent periods

Forward looking statements speak only as of the date they are made Other than in accordance with our legal or regulatory obligations {including under the
Listing Rules and the Disclosure and Transparency Rules) we do not undertake any obligation to update or rewise pubiicly any forward locking statement,
whether as a result of new informanion, future events or otherwise

The Dwrectors’ report in this Annual Report has been prepared for the members of the Company and its puspose 1s to assist shareholders to assess the
Company’s strategies and the potential for those strategies to succeed and for no other purpose The Company its directors employees agents and adwvisers
do not accept or assume responsibility for any other purpose or to any other person te whom this Annual Report 1s shown or into whose access it may come,
and any such responsibility or hability 1s expressly disclaimed
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Shareholder information

Head office
Bahnhofstrasse 2

PO Box 102

6301 Zug
Switzerland

Tel +41 41 726 6070
Fax +41 41 726 6089

Registered office
4th floor Panton House
25/27 Haymarket
London SW1Y 4EN
United Kingdom

Registered number

4345939

Company Secretary
Richard Elliston

Registrars and

transfer office
Computershare Investor
Services PLC

The Pavilions

Bridgwater Road

Bristol BS97 6ZZ

Tel +44(0) 870 707 1417
Fax +44 (0) 870703 6101
Telephone helpline

+44 (0} 870 707 1417

Enquiries

Clare Divver

Tel +44 20 7948 2871
cdivver@xstrata com
Pamela Bell

Tel +44 20 7968 2822
pbell@xstrata com

Bngitte Mattenberger

Tel +41 41 726 6071
bmattenberger@xstrata com

www xstrata com

Shareholder
calendar 2012

Annual General Meeting
1 May 2012

Half-yearly results
7 August 2012




