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FREEPORT-McMoRan COPPER & GOLD INC.

PART I. FINANCIAL INFORMATION

Item 1. Financial Statements.

FREEPORT-McMoRan COPPER & GOLD INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

ASSETS

Current assets:

Cash and cash equivalents

Trade accounts receivable

Income tax receivables

Other accounts receivable

Product inventories and materials and supplies, net
Mill and leach stockpiles

Other current assets

Total current assets

Property, plant, equipment and development costs, net
Long-term mill and leach stockpiles

Intangible assets, net

Trust assets

Other assets

Total assets

LIABILITIES AND EQUITY

Current liabilities:

Accounts payable and accrued liabilities

Accrued income taxes

Current portion of reclamation and environmental liabilities
Current portion of long-term debt and short-term borrowings
Total current liabilities

Long-term debt, less current portion:

Senior notes

Project financing, equipment loans and other

Revolving credit facility

Total long-term debt, less current portion

Deferred income taxes

Reclamation and environmental liabilities, less current portion
Other liabilities

Total liabilities

Equity:

FCX stockholders’ equity:

5%% Convertible Perpetual Preferred Stock

6%% Mandatory Convertible Preferred Stock

September 30,
2009
(In Millions)

2,269
1,292
390
174
2,314
602
365
7,406
16,075
1,294
342
140
448
25,705

1,986
940
187

44

3,157

6,350
228

6,578
2,660
2,006
1,370
15,771

2,875

$

December 31,
2008

872
374
611
227
2,192
571
386
5,233
16,002
1,145
364
142
467
23,353

2,766
163
162

67

3,158

6,884
250
150

7,284

2,339

1,951

1,520

16,252

832
2,875
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Common stock 55

Capital in excess of par value 15,627

Accumulated deficit (6,711)

Accumulated other comprehensive loss (224)

Common stock held in treasury (3,413)

Total FCX stockholders’ equity 8,209

Noncontrolling interests 1,725

Total equity 9,934

Total liabilities and equity $ 25,705 $

The accompanying notes are an integral part of these consolidated financial statements.

3

51
13,989
(8,267)

(305)
(3,402)
5,773
1,328
7,101

23,353
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FREEPORT-McMoRan COPPER & GOLD INC.

CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

Revenues

Cost of sales:

Production and delivery

Depreciation, depletion and amortization
Lower of cost or market inventory
adjustments

Total cost of sales

Selling, general and administrative
expenses

Exploration and research expenses
Restructuring and other charges

Total costs and expenses

Operating income

Interest expense, net

Losses on early extinguishment of debt
Other income and expense, net

Income before income taxes and equity in
affiliated companies’ net earnings
Provision for income taxes

Equity in affiliated companies’ net
earnings

Net income

Net income attributable to noncontrolling
interests

Preferred dividends

Net income attributable to FCX common
stockholders

Net income per share attributable to
FCX common stockholders:

Basic

Diluted

Weighted-average common shares
outstanding:

Basic

Diluted

&+ A

Three Months Ended

September 30,
2009

(In Millions, Except Per Share Amounts)

4,144

1,715
252

1,967

74

19

2,060

2,084
(162)
€2))
(7

1,884
(684)
1,203

(224)
54

925

2.23
2.07

416
472

$

& &

2008

4,616

2,857
442

17
3,316

90
77

3,483
1,133
(139)
(14)
980
(240)
742

(155)
(64)

523

1.37
1.31

382
447

0.50

$

Lo P

Nine Months Ended

September 30,
2009

10,430

5,086
740

19
5,845

225
73
23

6,166

4,264
(451)
(31
24)

3,758
(1,557)

21
2,222

(492)
(174)

1,556

3.80
3.70

409
428

$

“@ &L

2008

15,729

8,294
1,322

22
9,638

300
209
10,147
5,582
(444)
(6)
10

5,142
(1,627)

16
3,531

(748)
(191)

2,592

6.78
6.20

383
449

1.375
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Dividends declared per share of common
stock

The accompanying notes are an integral part of these consolidated financial statements.
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FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

Cash flow from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by
operating activities:

Depreciation, depletion and amortization

Lower of cost or market inventory adjustments

Stock-based compensation

Charges for reclamation and environmental liabilities, including
accretion

Losses on early extinguishment of debt

Deferred income taxes

Intercompany profit on PT Freeport Indonesia sales to PT Smelting
Increase in long-term mill and leach stockpiles

Changes in other assets and liabilities

Amortization of intangible assets/liabilities and other, net
(Increases) decreases in working capital:

Accounts receivable

Inventories

Other current assets

Accounts payable and accrued liabilities

Accrued income and other taxes

Settlement of reclamation and environmental liabilities

Net cash provided by operating activities

Cash flow from investing activities:

Capital expenditures:

North America copper mines

South America copper mines

Indonesia

Africa

Other

Proceeds from the sale of assets and other, net
Net cash used in investing activities

Cash flow from financing activities:

Net proceeds from sale of common stock

Proceeds from revolving credit facility and other debt
Repayments of revolving credit facility and other debt
Purchases of FCX common stock

Cash dividends paid:

Common stock

Nine Months Ended
September 30,
2009 2008
(In Millions)
2,222 $ 3,531
740 1,322
19 22
75 113
150 141
31 6
(32) (347)
47 5
(68) (167)
136 35
53 59
(754) (198)
(176) (567)
88 (58)
(518) (152)
913 (424)
(76) (142)
2,850 3,169
(121) (498)
(129) (229)
(186) (332)
(577) (698)
(125) (172)
() 58
(1,146) (1,871)
740 —
307 183
(1,066) (198)
— (500)

(504)
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Preferred stock (181) (191)
Noncontrolling interests (149) (714)
Net (payments for) proceeds from stock-based awards 9) 22
Excess tax benefit from stock-based awards 2 25
Contributions from noncontrolling interests 54 155
Bank fees and other 5 -
Net cash used in financing activities (307) (1,722)
Net increase (decrease) in cash and cash equivalents 1,397 (424)
Cash and cash equivalents at beginning of year 872 1,626
Cash and cash equivalents at end of period $ 2,269 $ 1,202

The accompanying notes are an integral part of these consolidated financial statements.
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Balance at
December 31,
2008

Sale of
common stock
Conversions
and
redemptions of
5%
Convertible
Perpetual
Preferred Stock
Exercised and
issued
stock-based
awards
Stock-based
compensation
Tender of
shares for
stock-based
awards
Dividends on
preferred stock
Distributions to
noncontrolling
interests
Contributions
from
noncontrolling
interests
Comprehensive
income:

FREEPORT-McMoRan COPPER & GOLD INC.
CONSOLIDATED STATEMENT OF EQUITY (Unaudited)

FCX Stockholders’ Equity

Convertible  Mandatory Common
Perpetual ~ Convertible Accumu-lated Stock
Preferred Common Held in Total
Preferred Stock  Stock Stock Other  Treasury FCX
Capital
Number Number Number in  Accumu€Compr&umber Stock- Non-
At At Excess
of Par of AtPar of Par of lated hensive of At  holdergontrolling Total

Par
Shares ValueSharesValue Share¥alue Value Deficit Loss Shares Cost
(In Millions)

Equity Interests Equity

1$ 832 29$2,.875 505 $51 $13,989 $(8,267)$(305) 121 $(3,402)$5,773 $1,328 $7,101

- - - - 27 2 738 - - - — 740 — 740
(1) (832) - - 18 2 829 - - - - -
- S 2 - - - - 2 - 2

- - - - - - - ~ 69 - 69

_ -~ - - -~ an an - an

R - - - — (174 - — (174 ~ (174

- - - - - - - - - - — (149) (149)
- - - - _ - - - - ~ 54 54

10



Net income
Other
comprehensive
income,

net of taxes:
Unrealized
gains on
securities
Translation
adjustment
Defined benefit
plans:

Net gain during
period, net of
taxes of $38
million
Amortization
of
unrecognized
amounts

Other
comprehensive
income

Total
comprehensive
income
Balance at
September 30,
2009

The accompanying notes are an integral part of these consolidated financial statements.
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1,730

)

61

14

81

)

- 1,730

61

14

81

- 1,811

)

492 2,222

61

14

81

492 2,303

—29 $2.875 551 $55 $15,627 $(6,711 $(224 121 $(3,413 $8,209 $1,725 $9,934
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FREEPORT-McMoRan COPPER & GOLD INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

1. GENERAL INFORMATION
The accompanying unaudited consolidated financial statements have been prepared in accordance with the
instructions to Form 10-Q and do not include all information and disclosures required by generally accepted
accounting principles (GAAP) in the United States (U.S.). Therefore, this information should be read in conjunction
with Freeport-McMoRan Copper & Gold Inc.’s (FCX) consolidated financial statements and notes contained in its
2008 Annual Report on Form 10-K. The information furnished herein reflects all adjustments which are, in the
opinion of management, necessary for a fair statement of the results for the interim periods reported. All such
adjustments are, in the opinion of management, of a normal recurring nature. Operating results for the three-month
and nine-month periods ended September 30, 2009, are not necessarily indicative of the results that may be expected
for the year ending December 31, 2009. FCX changed Phelps Dodge Corporation’s (Phelps Dodge) legal name to
Freeport-McMoRan Corporation (FMC) in 2008.

2. RESTRUCTURING AND OTHER CHARGES
During the fourth quarter of 2008, there was a dramatic decline in copper and molybdenum prices. After averaging
$3.05 per pound in 2006, $3.23 per pound in 2007 and $3.61 per pound for the first nine months of 2008, London
Metal Exchange (LME) spot copper prices declined to a four-year low of $1.26 per pound in December 2008 and
closed at $1.32 per pound on December 31, 2008. Additionally, molybdenum prices, which averaged approximately
$25 per pound in 2006, $30 per pound in 2007 and $33 per pound for the first nine months of 2008, declined to $8.75
per pound in November 2008 and closed at $9.50 per pound on December 31, 2008.

While FCX’s long-term strategy of developing its resources to their full potential remains in place, the decline in
copper and molybdenum prices in the fourth quarter of 2008 and the deterioration of the economic and credit
environment limited FCX’s ability to invest in growth projects and required FCX to make adjustments to its near-term
operating plans. FCX responded to the sudden downturn and uncertain near-term outlook by revising its near-term
strategy to protect liquidity while preserving its mineral resources and growth options for the longer term.
Accordingly, operating plans were revised in the fourth quarter of 2008 and January 2009 to reflect: (i) curtailment of
copper production at higher-cost North America operations and of molybdenum production at the Henderson
molybdenum mine; (ii) capital cost reductions; (iii) aggressive cost control, including workforce reductions, reduced
equipment purchases that were planned to support expansion projects, a reduction in material and supplies inventory
and reductions in exploration, research and administrative costs; and (iv) suspension of FCX’s annual common stock
dividend.

Charges recognized in the first nine months of 2009 in connection with FCX’s revised operating plans in the fourth
quarter of 2008 and January 2009 include restructuring charges of $32 million ($25 million to net income attributable
to FCX common stockholders or $0.06 per diluted share) for contract termination costs, other project cancellation
costs, and employee severance and benefit costs, partially offset by pension and postretirement gains of $9 million ($7
million to net income attributable to FCX common stockholders or $0.02 per diluted share) for special retirement
benefits and curtailments. The restructuring charges reflect workforce reductions (approximately 3,000 employees
related to fourth-quarter 2008 revised operating plans and approximately 1,500 employees related to January 2009
revised operating plans) and other charges that reflect an approximate 50 percent total reduction in mining and
crushed-leach rates at the Morenci mine in Arizona, an approximate 50 percent reduction in mining and stacking rates
at the Safford mine in Arizona, an approximate 50 percent reduction in the mining rate at the Tyrone mine in New
Mexico, suspension of mining and milling activities at the Chino mine in New Mexico (with limited residual copper
production from leach operations), and an approximate 40 percent reduction in annual production (an approximate 25
percent reduction began in the fourth quarter of 2008) at the Henderson molybdenum mine in Colorado. In addition,
the revised operating plans included decisions at that time to defer certain capital projects, including the

12
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(i) incremental expansion projects at the Sierrita and Bagdad mines in Arizona, the Cerro Verde mine in Peru and the
sulfide project at the El Abra mine in Chile, (ii) the restart of the Miami mine in Arizona and (iii) the restart of the
Climax molybdenum mine in Colorado.

At December 31, 2008, FCX had a balance of $38 million in current liabilities related to the fourth-quarter 2008
restructuring activities for contract termination costs, other project cancellation costs, and employee severance and
benefit costs. During 2009, additions and adjustments totaled $12 million in current liabilities (excludes $3 million for
the write off of other current assets in connection with a lease cancellation that was not recorded to current liabilities),
which were primarily recorded in the first quarter of 2009, and payments were $50 million. There

7
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was less than $1 million of liabilities remaining at September 30, 2009, related to the fourth-quarter 2008 restructuring
activities.

In connection with the January 2009 restructuring activities for contract termination costs, other project cancellation
costs, and employee severance and benefit costs, additions and adjustments totaled $17 million, which were primarily
recorded in the first quarter of 2009, and payments were $16 million. There was $1 million of liabilities remaining at
September 30, 2009, related to the January 2009 restructuring activities.

3. EARNINGS PER SHARE
FCX’s basic net income per share of common stock was calculated by dividing net income attributable to common
stock by the weighted-average shares of common stock outstanding during the period. Following is a reconciliation of
net income and weighted-average shares of common stock outstanding for purposes of calculating diluted net income
per share for the three-month and nine-month periods ended September 30, 2009 and 2008 (in millions, except per
share amounts):

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008
Net income $ 1,203  $ 742 $ 2222 $ 3,531
Net income attributable to noncontrolling interests (224) (155) (492) (748)
Preferred dividends 54) (64) (174) (191)
Net income attributable to FCX common
stockholders 925 523 1,556 2,592
Plus income impact of assumed conversion of:
63%% Mandatory Convertible Preferred Stock 48 49 -a 146
5%% Convertible Perpetual Preferred Stock 5 15 28 45
Diluted net income attributable to FCX common
stockholders $ 978 % 587 $ 1,584  $ 2,783
Weighted-average shares of common stock
outstanding 416 382 409 383
Add stock issuable upon conversion, exercise or
vesting of:
6%% Mandatory Convertible Preferred Stockb 39 39 —-a 39
5%% Convertible Perpetual Preferred Stock 14 24 17 24
Dilutive stock options 2 lc 1
Restricted stock 1 1 1 1
Weighted-average shares of common stock
outstanding
for purposes of calculating diluted net income per
share 472 447 428 449
Diluted net income per share attributable to
FCX common stockholders $ 207 % 131  $ 370 $ 6.20

a. Potential income impact of $146 million and additional shares of common stock of approximately 39 million
shares for the 6%% Mandatory Convertible Preferred Stock were excluded for the nine months ended
September 30, 2009, because they were anti-dilutive.

14
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b. Preferred stock will automatically convert on May 1, 2010, into between approximately 39 million and 47 million
shares of FCX common stock at a conversion rate that will be determined based on FCX’s common stock price.
Prior to May 1, 2010, holders may convert at a conversion rate of 1.3716 into approximately 39 million shares of
common stock.

c. Potential additional shares of common stock of approximately 1 million were excluded for the three months ended
September 30, 2008, because they were anti-dilutive.

FCX’s convertible instruments are excluded from the computation of diluted net income per share of common stock
when including the conversion of these instruments results in an anti-dilutive effect on earnings per share (see
footnote a above). The dilution threshold for the nine-month period of 2009 for the 634% Mandatory Convertible
Preferred Stock is $3.72 per share.

Outstanding stock options with exercise prices greater than the average market price of FCX’s common stock during
the period also are excluded from the computation of diluted net income per share of common stock.

8
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Excluded amounts were approximately 7 million stock options with a weighted-average exercise price of $75.58 for

third-quarter 2009 and approximately 8 million stock options with a weighted-average exercise price of $71.37 for the

nine months ended September 30, 2009. Stock options totaling less than 0.3 million shares were excluded for
third-quarter 2008 and the nine months ended September 30, 2008.

4. PENSION AND POSTRETIREMENT BENEFITS

During the first quarter of 2009, FCX remeasured its plan assets and benefit obligations for the FMC Retirement Plan

and the FMC Retiree Medical Plan as a result of employee reductions caused by FCX’s revised operating plans.

The components of net periodic benefit cost for pension and postretirement benefits for the three-month and
nine-month periods ended September 30, 2009 and 2008, follow (in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Service cost $ 8 $ 9 $ 25 $ 27
Interest cost 28 27 83 81
Expected return on plan assets (19) 31 59) (95)
Amortization of prior service cost - 1 - 4
Amortization of net actuarial loss 7 - 22 1
Curtailments - - €)) -
Special retirement benefits 3 - 2) -
Net periodic benefit costs $ 27 % 6 $ 65 $ 18

Net periodic benefit costs increased by $21 million in third-quarter 2009 mainly as a result of a decrease in the

expected return on plan assets ($12 million) and amortization of actuarial losses ($7 million) primarily in connection

with the losses on plan assets.

Net periodic benefit costs increased by $47 million in the first nine months of 2009 mainly as a result of a decrease in

the expected return on plan assets ($36 million) and amortization of actuarial losses ($21 million) primarily in
connection with the losses on plan assets, partially offset by gains on special retirement benefits and curtailments
($9 million) resulting from workforce reductions caused by the revised operating plans.

5. INVENTORIES, AND MILL AND LEACH STOCKPILES
The components of inventories follow (in millions):

September 30, December 31,

2009 2008

Mining Operations:

Raw materials $ 1 $ 1
Work-in-process 148 128
Finished goodsa 618 703
Atlantic Copper, S.A. (Atlantic Copper):

Raw materials (concentrates) 178 164
Work-in-process 238 71
Finished goods 12 1
Total product inventories 1,195 1,068
Total materials and supplies, netb 1,119 1,124
Total inventories $ 2314 $ 2,192

16
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a. Primarily includes copper concentrates, anodes, cathodes and rod, and molybdenum.

b. Materials and supplies inventory is net of obsolescence reserves totaling $21 million at September 30, 2009, and
$22 million at December 31, 2008.
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The following summarizes mill and leach stockpiles (in millions):

September 30, December 31,
2009 2008

Current:

Mill stockpiles $ 9 % 10
Leach stockpiles 593 561
Total current mill and leach stockpiles $ 602 $ 571
Long-terma:

Mill stockpiles $ 435  $ 340
Leach stockpiles 859 805
Total long-term mill and leach stockpiles $ 1,294 $ 1,145

a. Metals in stockpiles not expected to be recovered within the next 12 months.

FCX recorded charges for lower of cost or market (LCM) molybdenum inventory adjustments of $19 million

($15 million to net income attributable to FCX common stockholders or $0.04 per diluted share) for the nine months
ended September 30, 2009, resulting from lower molybdenum prices. There were no adjustments in third-quarter
2009.

FCX recorded charges for LCM inventory adjustments at certain of its North America copper mines of $17 million
($10 million to net income attributable to FCX common stockholders or $0.02 per diluted share) in third-quarter 2008
and $22 million ($13 million to net income attributable to FCX common stockholders or $0.03 per diluted share) for
the nine months ended September 30, 2008.

6. INCOME TAXES
FCXs third-quarter 2009 income tax provision resulted from taxes on international operations ($660 million) and U.S.
operations ($24 million). FCX’s income tax provision for the first nine months of 2009 resulted from taxes on
international operations ($1.5 billion) and U.S. operations ($29 million). FCX’s effective tax rate for 2009 has been
highly sensitive to changes in commodity prices and the mix of income between U.S. and international operations.
The difference between FCX’s consolidated effective income tax rate of 41 percent for the first nine months of 2009
and the U.S. federal statutory rate of 35 percent was primarily attributable to the high proportion of income earned in
Indonesia, which was taxed at an effective tax rate of 43 percent.

FCXs third-quarter 2008 income tax provision resulted from taxes on international operations ($230 million) and U.S.
operations ($10 million). FCX’s income tax provision for the first nine months of 2008 resulted from taxes on
international operations ($1.3 billion) and U.S. operations ($308 million).The difference between FCX’s consolidated
effective income tax rate of approximately 32 percent for the first nine months of 2008 and the U.S. federal statutory
rate of 35 percent was primarily attributable to a U.S. benefit for percentage depletion, partly offset by withholding
taxes and incremental U.S. income tax accrued on foreign earnings.

7. DEBT AND EQUITY TRANSACTIONS
In February 2009, FCX completed a public offering of 26.8 million shares of FCX common stock at an average price
of $28.00 per share, which generated gross proceeds of $750 million (net proceeds of approximately $740 million).

For third-quarter 2009 and the first nine months of 2009, FCX recorded losses on early extinguishment of debt
totaling $31 million ($28 million to net income attributable to FCX common stockholders or $0.06 per diluted share
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for third-quarter 2009 and $0.07 per diluted share for the first nine months of 2009). These losses resulted from the
following transactions. On August 20, 2009, FCX redeemed $340 million of its 6 % Senior Notes due 2014 for $352
million or a redemption price of 103.438 percent of the principal amount (plus accrued and unpaid interest). FCX
recorded losses on early extinguishment of debt of $14 million ($13 million to net income attributable to FCX
common stockholders or $0.03 per diluted share) in third-quarter 2009 in connection with this redemption. In addition,
during September 2009, FCX purchased in the open market $99 million of its 8.25% Senior Notes for $107 million
and $92 million of its 8.375% Senior Notes for $99 million. These open-market purchases resulted in losses on early
extinguishment of debt totaling $17 million ($15 million to net income attributable to FCX common

10
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stockholders or $0.03 per diluted share for third-quarter 2009 and $0.04 per diluted share for the first nine months of
2009).

In September 2009, FCX called for redemption its remaining outstanding shares of 5%2% Convertible Perpetual
Preferred Stock. Of the 831,554 shares outstanding at the time of the call, 830,529 shares converted into 17.9 million
shares of FCX common stock, and the remaining 1,025 shares were redeemed for approximately $1 million in cash.

For the first nine months of 2008, FCX recorded net losses on early extinguishment of debt totaling $6 million
($5 million to net income or $0.01 per diluted share) associated with an open-market purchase of $33 million of its
9%% Senior Notes for $46 million in first-quarter 2008.

8. FINANCIAL INSTRUMENTS
FCX does not purchase, hold or sell derivative financial instruments unless there is an existing asset or obligation or if
it anticipates a future activity that is likely to occur and will result in exposure to market risks and FCX intends to
offset or mitigate such risks. FCX does not enter into any derivative financial instruments for speculative purposes,
but has entered into derivative financial instruments in limited instances to achieve specific objectives. These
objectives principally relate to managing risks associated with commodity price, foreign currency and interest rate
risks.

Summarized below are unrealized gains (losses) recognized in income before income taxes and equity in affiliated
companies’ net earnings for derivative financial instruments that are designated and qualify as fair value hedge
transactions, along with the unrealized gains (losses) on the related hedged item (firm sales commitments) (in
millions):

Three Months Ended Nine Months Ended
September 30, 2009 September 30, 2009
Hedged Hedged
Derivative Item Derivative Item
Commodity contracts:
FMC'’s copper futures and swap contractsa$ 1 $ a1 $ 8 $ (8)

a. Amounts are recorded in revenues.

FCX realized gains, which are recorded in revenues, of $18 million during third-quarter 2009 and $36 million during
the first nine months of 2009 from matured derivative financial instruments that qualified for hedge accounting.

Summarized below are the realized and unrealized gains (losses) recognized in income before income taxes and equity
in affiliated companies’ net earnings for derivative financial instruments, including embedded derivatives, which do
not qualify as hedge transactions (in millions):

Three Months Nine Months
Ended Ended
September 30, September 30,
2009 2009
Commodity contracts:
Embedded derivatives in provisional sales contractsa $ 421 $ 1,017
Embedded derivatives in provisional purchase contractsb 4 &)
PT Freeport Indonesia’s copper forward contractsa (7 (104)
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Atlantic Copper’s copper forward contractsb -
FMC’s copper futures and swap contractsa 12
a. Amounts recorded in revenues.
b. Amounts recorded in cost of sales as production and delivery costs.

11
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Summarized below are the fair values of unsettled derivative financial instruments recorded on the consolidated
balance sheet at September 30, 2009 (in millions):

Derivatives designated as hedging instruments

Commodity contracts:

FMC’s copper futures and swap contracts:

Asset positiona $ 9
Liability positionb Q)

Derivatives not designated as hedging instruments
Commodity contracts:
Embedded derivatives in provisional sales/purchases contracts:c

Asset position $ 153
Liability position (36)
Atlantic Copper’s copper forward contracts:

Liability positionb —*
FMC’s copper futures and swap contracts:d

Asset positiona 7
Liability positionb 2)
* Less than $1 million.

a. Amounts recorded in other current assets.
b. Amounts recorded in accounts payable and accrued liabilities.
c. Amounts recorded either as a net accounts receivable or a net accounts payable.

d. At September 30, 2009, FCX had paid $2 million to a broker for margin requirements (recorded in other current
assets) and FCX had received $2 million from a broker associated with margin requirements (recorded in accounts
payable and accrued liabilities).

Commodity Contracts. From time to time, FCX has entered into forward, futures and swap contracts to hedge the
market risk associated with fluctuations in the prices of commodities it purchases and sells. Derivative financial
instruments used by FCX to manage its risks do not contain credit risk-related contingent provisions. A discussion of
FCX’s derivative commodity contracts and programs follows.

Derivatives Designated as Hedging Instruments

Fair Value Hedges

Copper Futures and Swap Contracts. Some of FMC’s U.S. copper rod customers request a fixed market price instead of
the New York Mercantile Exchange (COMEX) average copper price in the month of shipment. FCX hedges this price
exposure in a manner that allows it to receive the COMEX average price in the month of shipment while the

customers pay the fixed price they requested. FCX accomplishes this by entering into copper futures and swap
contracts and then liquidating the copper futures contracts and settling the copper swap contracts during the month of
shipment, which generally results in FCX receiving the COMEX average copper price in the month of shipment.
Hedge gains or losses from these copper futures and swap contracts are recorded in revenues. FCX did not have any
significant gains or losses during the three-month and nine-month periods ended September 30, 2009, resulting from
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hedge ineffectiveness. At September 30, 2009, FCX held copper futures and swap contracts that qualified for hedge
accounting for 34 million pounds at an average price of $2.58 per pound, with maturities through July 2010.

Derivatives Not Designated as Hedging Instruments
Embedded derivatives and derivative financial instruments that do not meet the criteria to qualify for hedge
accounting are discussed below.

Embedded Derivatives. As described in Note 1 to FCX’s 2008 Annual Report on Form 10-K under “Revenue
Recognition,” certain FCX copper concentrate, copper cathode and gold sales contracts provide for provisional pricing
primarily based on LME or COMEX prices at the time of shipment as specified in the contract. Similarly, FCX
purchases copper and molybdenum under contracts that provide for provisional pricing. FCX applies the normal
purchases and normal sales scope exception in accordance with derivatives and hedge accounting guidance to the host
sales agreements since the contracts do not allow for net settlement and always result in physical delivery. Sales and
purchases with a provisional sales price contain an embedded derivative (i.e., the

12
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price settlement mechanism that is settled after the time of delivery) that is required to be bifurcated from the host
contract. The host contract is the sale or purchase of the metals contained in the concentrates or cathodes at the
then-current LME or COMEX price. The embedded derivatives are marked to market at the period-end forward
prices, with price fluctuations recorded through the settlement date reflected in revenues for sales contracts and in cost
of sales as production and delivery costs for purchase contracts. At September 30, 2009, FCX had embedded
derivatives on 592 million pounds of copper sales at an average price of $2.79 per pound, with maturities through
February 2010, 205 thousand ounces of gold sales at an average price of $999 per ounce, with maturities through
November 2009, 261 million pounds of copper purchases at an average price of $2.79 per pound, with maturities
through December 2009 and less than 1 million pounds of molybdenum purchases at an average price of $12.74 per
pound, with maturities through October 2009.

Copper Forward Contracts. In April 2009, FCX entered into copper forward sales contracts to lock in prices at an
average of $1.86 per pound on 355 million pounds of PT Freeport Indonesia’s provisionally priced copper sales at
March 31, 2009, which final priced from April 2009 through July 2009. These economic hedge transactions were
intended to reduce short-term price volatility in earnings and cash flows. Gains and losses for these economic hedge
transactions were recorded in revenues. FCX has not entered into additional forward sales contracts since April 2009
for its provisionally priced copper sales, but may enter into future transactions to lock in pricing on provisionally
priced sales from time to time. However, FCX does not intend to change its long-standing policy of not hedging future
copper production.

Atlantic Copper enters into forward copper contracts designed to hedge its copper price risk whenever its physical
purchases and sales pricing periods do not match. These economic hedge transactions are intended to hedge against
changes in copper prices, with the mark-to-market hedging gains or losses recorded in cost of sales. At September 30,
2009, Atlantic Copper held net forward copper purchase contracts for 15 million pounds at an average price of $2.80
per pound, with maturities through November 2009.

Copper Futures and Swap Contracts. In addition to the contracts discussed above that qualify for fair value hedge
accounting, FCX also has similar contracts with FMC’s U.S. copper rod customers that do not qualify for hedge
accounting because of certain terms in the sales contracts. Gains and losses for these economic hedge transactions are
recorded in revenues. At September 30, 2009, FCX held copper futures and swap contracts for 12 million pounds at an
average price of $2.41 per pound, with maturities through December 2010.

Foreign Currency Exchange Contracts. As a global company, FCX transacts business in many countries and in many
currencies. Foreign currency transactions at FCX’s international subsidiaries increase its risks because exchange rates
can change between the time agreements are made and the time foreign currency transactions are settled. FCX may
hedge or protect its international subsidiaries’ foreign currency transactions from time to time by entering into forward
exchange contracts to lock in or minimize the effects of fluctuations in exchange rates. FCX had no outstanding
foreign currency exchange contracts at September 30, 2009.

Interest Rate Swap Contracts. From time to time, FCX or its subsidiaries may enter into interest rate swaps to manage
its exposure to interest rate changes and to achieve a desired proportion of fixed-rate versus floating-rate debt based on
current and projected market conditions. FCX may enter into interest rate swap contracts to lock in an interest rate
considered to be favorable in order to protect against its exposure to variability in future interest payments attributable
to increases in interest rates of the designated floating-rate debt. In some situations, FCX may enter into
fixed-to-floating interest rate swap contracts to protect against changes in the fair value of the underlying fixed-rate
debt that result from market interest rate changes and to take advantage of lower interest rates. FCX had no
outstanding interest rate swap contracts at September 30, 2009.
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Credit Risk. FCX is exposed to credit loss when financial institutions with which FCX has entered into derivative
transactions (commodity, foreign exchange and interest rate swaps) are unable to pay. To minimize the risk of such
losses, FCX uses highly rated financial institutions that meet certain requirements. FCX also periodically reviews the
creditworthiness of these institutions to ensure that they are maintaining their credit ratings. FCX does not anticipate
that any of the financial institutions it deals with will default on their obligations. As of September 30, 2009, FCX did
not have any significant credit exposure associated with derivative transactions.

Other Financial Instruments. Other financial instruments include cash and cash equivalents, accounts receivable, trust
assets, accounts payable and accrued liabilities, and long-term debt. Refer to Note 9 for the fair values of these

financial instruments.
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Cash and Cash Equivalents, Accounts Receivable, and Accounts Payable and Accrued Liabilities. The financial
statement amount is a reasonable estimate of the fair value because of the short maturity of these instruments and
generally negligible credit losses.

Trust Assets. The financial statement amount represents the fair value of trust assets, which is based on quoted market
prices.

Long-Term Debt. The financial statement amount represents cost except for long-term debt acquired in the Phelps
Dodge acquisition, which was recorded at fair value at the acquisition date.

Capitalized interest totaled $10 million in third-quarter 2009, $35 million in third-quarter 2008, $69 million for the
first nine months of 2009 and $90 million for the first nine months of 2008. Lower capitalized interest in the 2009
periods primarily reflects the substantial completion of development activities at FCX’s Tenke Fungurume mine.

9. FAIR VALUE MEASUREMENT
In September 2006, the Financial Accounting Standards Board (FASB) issued enhanced accounting guidance for
using fair value to measure assets and liabilities. This guidance does not require any new fair value measurements
under U.S. GAAP; rather this guidance establishes a common definition of fair value, provides a framework for
measuring fair value under U.S. GAAP and expands disclosure requirements about fair value measurements. In
February 2008, FASB delayed the effective date for nonfinancial assets or liabilities that are not required or permitted
to be measured at fair value on a recurring basis to fiscal years beginning after November 15, 2008, and interim
periods within those years. FCX adopted the guidance for financial assets and liabilities recognized at fair value on a
recurring basis effective January 1, 2008, and it did not have a material impact on FCX’s financial reporting and
disclosures. FCX adopted the guidance for nonfinancial assets or liabilities not valued on a recurring basis (at least
annually) effective January 1, 2009, with no material impact on its financial reporting and disclosures.

Fair value accounting guidance includes a fair value hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 inputs) and the lowest priority to unobservable inputs (Level 3 inputs). The three
levels of the fair value hierarchy are described below:

Level Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
1 unrestricted assets or liabilities;

Level Quoted prices in markets that are not active, quoted prices for similar assets or liabilities in active markets,
2 inputs other than quoted prices that are observable for the asset or liability, or inputs that are derived principally

from or corroborated by observable market data by correlation or other means; and

Level Prices or valuation techniques that require inputs that are both significant to the fair value measurement and
3 unobservable (supported by little or no market activity).

The following table sets forth FCX’s financial assets and liabilities measured at fair value on a recurring basis (in
millions):

Fair Value at September 30, 2009

Total Level 1 Level 2 Level 3
Cash equivalents $ 2,242  $ 2242 $ - 9 —
Trust assets (current and long-term) 164 164 - -
Available-for-sale securities 77 77 - -

26



Edgar Filing: FREEPORT MCMORAN COPPER & GOLD INC - Form 10-Q

Embedded derivatives in provisional

sales/purchases
contracts, net 117 117 - -
Other derivative financial instruments, net 13 13 - —

$ 2613 $ 2613 $ -5 -

Valuation Techniques
Cash Equivalents. The fair value of FCX’s cash equivalents are classified within Level 1 of the fair value hierarchy
because they are valued using quoted market prices in active markets. FCX’s cash equivalents are primarily money

market securities, time deposits and U.S. treasury securities.
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Trust Assets. The fair value of FCX’s trust assets are classified within Level 1 of the fair value hierarchy because they
are valued using quoted market prices in active markets. FCX’s trust assets are primarily money market securities and
fixed income funds.

Available-for-sale securities. FCX’s available-for-sale securities are valued using quoted market prices in active
markets and as such are classified within Level 1 of the fair value hierarchy. The fair value of the available-for-sale
securities is calculated as the quoted market price of the security multiplied by the quantity of shares held by FCX.

Embedded derivatives in provisional sales/purchases contracts. FCX’s embedded derivatives on provisional copper
concentrate, copper cathode and gold sales are valued using quoted market prices based on the forward LME or
COMEX prices (copper) and the London Bullion Market Association price (gold) and, as such, are classified within
Level 1 of the fair value hierarchy. FCX’s embedded derivatives on provisional copper concentrate purchases are
valued using quoted market prices based on the forward LME prices and, as such, are classified within Level 1 of the
fair value hierarchy. FCX’s embedded derivatives on provisional molybdenum purchases are valued based on the
average weekly Metals Week Molybdenum Dealer Oxide prices and, as such, are classified within Level 1 of the fair
value hierarchy.

Other derivative financial instruments. FCX’s other derivative financial instruments are classified within Level 1 of the
fair value hierarchy because they are valued using quoted market prices in active markets (refer to Note 8 for further

discussion).

Summarized below are the carrying amount and fair value of FCX’s financial instruments (in millions):

At September 30, 2009 At December 31, 2008

Carrying Fair Carrying Fair

Amount Value Amount Value
Cash and cash equivalentsa $ 2,269 $ 2,269 % 872 $ 872
Accounts receivableb 1,856 1,856 1,212 1,212
Trust assetsa (current and long-term) 164 164 260 260
Available-for-sale securitiesa 77 77 84 84
Derivative assetsa 169 169 89 89
Accounts payable and accrued liabilitiesb 1,986 1,986 2,688 2,688
Long-term debt (including amounts due
within one year)c (6,622) (6,892) (7,351) (5,889)
Derivative liabilitiesa 39) 39) (578) (578)

a. Recorded at fair value. Quoted market prices are used to determine fair value.
b. Fair value approximates the carrying amounts because of the short maturity of these instruments.

c. Generally recorded at cost. Fair value of substantially all of FCX’s long-term debt is estimated based on quoted
market prices.

10. NEW ACCOUNTING STANDARDS
Noncontrolling Interests in Consolidated Financial Statements. In December 2007, FASB issued accounting guidance
associated with noncontrolling interests in consolidated financial statements, which clarifies that noncontrolling
interests (minority interests) are to be treated as a separate component of equity and any changes in the ownership
interest (in which control is retained) are to be accounted for as capital transactions. However, a change in ownership
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of a consolidated subsidiary that results in a loss of control is considered a significant event that triggers gain or loss
recognition, with the establishment of a new fair value basis in any remaining ownership interests. This guidance also
provides additional disclosure requirements for each reporting period. This guidance applies to fiscal years beginning
on or after December 15, 2008, with early adoption prohibited. This guidance is required to be adopted prospectively,
except for the following provisions, which are to be applied retrospectively: (i) the reclassification of noncontrolling
interests to equity in the consolidated balance sheets and (ii) the adjustment to consolidated net income to include net
income attributable to both the controlling and noncontrolling interests. FCX adopted this guidance effective January
1, 2009, and adjusted its December 31, 2008, condensed consolidated balance sheet to reflect noncontrolling interests
in the amount of $1,328 million as a component of equity. In addition, FCX revised its consolidated statements of
income for the three and nine months ended September 30, 2008, to include net income attributable to both the
controlling and noncontrolling interests.
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Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion. In May 2008, FASB
issued accounting guidance that changed the accounting treatment for convertible debt securities that the issuer may
settle fully or partially in cash. This guidance requires bifurcation of convertible debt instruments into a debt
component that is initially recorded at fair value and an equity component that represents the difference between the
initial proceeds from issuance of the instrument and the fair value allocated to the debt component. The debt
component is subsequently accreted (as a component of interest expense) to par value over its expected life. This
guidance is effective for fiscal years and interim periods beginning after December 15, 2008, and must be
retrospectively applied to all prior periods presented, even if an instrument has matured, converted, or otherwise been
extinguished as of the effective date. This guidance did not have an impact on FCX’s financial reporting.

Employers’ Disclosures about Postretirement Benefit Plan Assets. In December 2008, FASB issued enhanced
accounting guidance for an employer’s disclosures about plan assets of a defined benefit pension or other
postretirement plan. This guidance revises disclosure requirements on pension and postretirement plan assets. The
disclosures about plan assets required by this guidance are effective for fiscal years ending after December 15, 2009,
with early application permitted. Upon initial application, disclosures are not required for earlier periods that are
presented for comparative purposes. FCX is currently evaluating the impact that the adoption of this guidance will
have on its financial disclosures.

Interim Disclosures about Fair Value. In April 2009, FASB issued accounting guidance that requires disclosures by
publicly traded companies about the fair value of financial instruments for interim periods as well as in annual
financial statements. This guidance is effective for interim reporting periods ending after June 15, 2009, and was
adopted by FCX beginning in second-quarter 2009.

Subsequent Events. In May 2009, FASB issued accounting guidance that requires disclosure of the date through
which an entity has evaluated subsequent events and whether that represents the date the financial statements were
issued or were available to be issued. This guidance sets forth: (i) the period after the balance sheet during which
management of a reporting entity shall evaluate events or transactions that may occur for potential recognition or
disclosure in the financial statements; (ii) the circumstances under which an entity shall recognize events or
transactions occurring after the balance sheet date in its financial statements; and (iii) the disclosures that an entity
shall make about events or transactions that occurred after the balance sheet date. This guidance is effective for
interim and fiscal years ending after June 15, 2009, and shall be applied prospectively. FCX adopted this guidance
effective second-quarter 2009.

Variable Interests. In June 2009, FASB issued accounting guidance that will improve financial reporting by
enterprises involved with variable interest entities by providing more relevant and reliable information to users of
financial statements. This guidance is effective for fiscal years beginning after November 15, 2009, and interim
periods within those years. Early adoption is prohibited. FCX is currently evaluating the impact, if any, the adoption
of this guidance will have on its financial reporting and disclosures.

Accounting Standards Codification. In June 2009, FASB established the FASB Accounting Standards Codification
(Codification) as the source of authoritative accounting principles recognized by the FASB to be applied by
nongovernmental entities in the preparation of financial statements in conformity with U.S. GAAP. Rules and
interpretive releases of the Securities and Exchange Commission (SEC) under authority of federal securities laws are
also sources of authoritative U.S. GAAP for SEC registrants. The Codification is effective for interim and annual
reporting periods ending after September 15, 2009, except for certain nonpublic nongovernmental entities. The
Codification did not have an impact on FCX’s financial statements.

Fair Value Measurement of Liabilities. In August 2009, FASB issued guidance providing clarification that in
circumstances in which a quoted price in an active market for the identical liability is not available, a reporting entity
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is required to measure fair value using one or more of the following techniques:
1. A valuation technique that uses:

a. The quoted price of the identical liability when traded as an asset.

b. Quoted prices for similar liabilities or similar liabilities when traded as assets.

2. Another valuation technique that is consistent with the principles in the FASB’s guidance (two examples would be
an income approach or a market approach).

This guidance also clarifies that (i) when estimating fair value of a liability, a reporting entity is not required to
include a separate input or adjustment to other inputs relating to the existence of a restriction that prevents the
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transfer of the liability and (ii) both a quoted price in an active market for the identical liability at the measurement
date and the quoted price for the identical liability when traded as an asset in an active market when no adjustments to
the quoted price of the asset are required are Level 1 fair value measurements. This guidance is effective for the first
reporting period (including interim periods) beginning after issuance. FCX does not expect this guidance to have a
material impact on its financial statements and disclosures.

11. SUBSEQUENT EVENTS
During October 2009, FCX made open-market purchases of $42 million of its 8.25% Senior Notes for $45 million and
$65 million of its 8.375% Senior Notes for $69 million, which are in addition to the purchases discussed in Note 7.
FCX expects to record an approximate $10 million loss on early extinguishment of debt in fourth-quarter 2009 in
connection with these open-market purchases. Refer to Note 7 for further discussion.

In October 2009, FCX’s Board of Directors reinstated an annual cash dividend on its common stock of $0.60 per share.
The Board of Directors would declare a quarterly dividend of $0.15 per share, with the initial dividend expected to be
paid on February 1, 2010.

FCX evaluated events after September 30, 2009, and through November 6, 2009, which is the date the financial
statements were issued, and determined any events or transactions occurring during this period that would require
recognition or disclosure are appropriately addressed in these financial statements.

12. BUSINESS SEGMENTS
FCX has organized its operations into five primary divisions — North America copper mines, South America copper
mines, Indonesia mining, Africa mining and Molybdenum operations. Notwithstanding this structure, FCX internally
reports information on a mine-by-mine basis. Therefore, FCX concluded that its operating segments include
individual mines. Operating segments that meet certain thresholds are reportable segments. In accordance with
accounting guidance for segment reporting, beginning in first-quarter 2009, the Sierrita mine is no longer a reportable
segment.

During 2008, Africa mining became a reportable segment. Accordingly, FCX has revised its segment disclosures for
the three and nine months ended September 30, 2008, to conform with the current period presentation. Further
discussion of the reportable segments included in FCX’s primary operating divisions, as well as FCX’s other reportable
segments — Rod & Refining and Atlantic Copper Smelting & Refining — follows.

North America Copper Mines. FCX has five operating copper mines in North America — Morenci, Sierrita, Bagdad
and Safford in Arizona, and Tyrone in New Mexico. The North America copper mines include open-pit mining,
sulfide ore concentrating, leaching, and solution extraction and electrowinning (SX/EW) operations. A majority of the
copper produced at the North America copper mines is cast into copper rod by FCX’s Rod & Refining operations. The
North America mines division includes the Morenci copper mine as a reportable segment.

Morenci. The Morenci open-pit mine, located in southeastern Arizona, primarily produces copper cathodes. FCX
owns an 85 percent undivided interest in Morenci through an unincorporated joint venture. The Morenci mine
produced approximately 40 percent of FCX’s North America copper during the first nine months of 2009.

Other Mines. Other mines include FCX’s other operating southwestern U.S. copper mines — Sierrita, Bagdad, Safford
and Tyrone — and its southwestern U.S. copper mines that are currently on care-and-maintenance status. In addition to

copper, the Sierrita and Bagdad mines produce molybdenum concentrates as a by-product.

South America Copper Mines. FCX has four operating copper mines in South America — Cerro Verde in Peru, and
Candelaria, Ojos del Salado and El Abra in Chile. These operations include open-pit and underground mining, sulfide
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ore concentrating, leaching and SX/EW operations. The South America mines division includes the Cerro Verde
copper mine as a reportable segment.

Cerro Verde. The Cerro Verde open-pit copper mine, located near Arequipa, Peru, produces copper cathodes and
copper concentrates. In addition to copper, the Cerro Verde mine produces molybdenum concentrates as a by-product.
FCX owns a 53.56 percent interest in Cerro Verde. The Cerro Verde mine produced approximately 50 percent of
FCX’s South America copper during the first nine months of 2009.
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Other Mines. Other mines include FCX’s Chilean copper mines — Candelaria, Ojos del Salado and El Abra. In addition
to copper, the Candelaria and Ojos del Salado mines produce gold and silver as by-products. FCX owns an 80 percent
interest in both the Candelaria and Ojos del Salado mines, and owns a 51 percent interest in the El Abra mine.

Indonesia. Indonesia mining includes PT Freeport Indonesia’s Grasberg minerals district. PT Freeport Indonesia
produces copper concentrates, which contain significant quantities of gold and silver. FCX owns 90.64 percent of PT
Freeport Indonesia, including 9.36 percent owned through PT Indocopper Investama. In 1996, FCX established an
unincorporated joint venture with Rio Tinto, which covers PT Freeport Indonesia’s mining operations in Block A and
gives Rio Tinto, through 2021, a 40 percent interest in certain assets and future production exceeding specified annual
amounts of copper, gold and silver. After 2021, Rio Tinto will have a 40 percent interest in all production from Block
A.

Africa. Africa mining includes the Tenke Fungurume copper and cobalt mining concessions in the Katanga province
of the Democratic Republic of Congo. The Tenke Fungurume mine includes open-pit mining, leaching and SX/EW
operations. In addition to copper, the Tenke Fungurume mine produces cobalt hydroxide. Copper cathode production
commenced in March 2009, and the first copper cathode was sold in second-quarter 2009. The cobalt plant and
sulphuric acid plant were commissioned in third-quarter 2009, and start-up issues are being addressed. FCX owns an
effective 57.75 percent interest in Tenke Fungurume.

Molybdenum. The Molybdenum segment is an integrated producer of molybdenum, with mining, sulfide ore
concentrating, roasting and processing facilities that produce high-purity, molybdenum-based chemicals, molybdenum
metal powder and metallurgical products, which are sold to customers around the world, and includes the wholly
owned Henderson molybdenum mine in Colorado and related conversion facilities. The Henderson underground mine
produces high-purity, chemical-grade molybdenum concentrates, which are typically further processed into
value-added molybdenum chemical products. This segment also includes a sales company that purchases and sells
molybdenum from the Henderson mine as well as from FCX’s North and South America copper mines that produce
molybdenum as a by-product. In addition, at times this segment roasts and/or processes material on a toll basis. Toll
arrangements require the tolling customer to deliver appropriate molybdenum-bearing material to FCX’s facilities for
processing into a product that is returned to the customer, who pays FCX for processing its material into the specified
products. The Molybdenum segment also includes FCX’s wholly owned Climax molybdenum mine in Colorado,
which has been on care-and-maintenance status since 1995.

Rod & Refining. The Rod & Refining segment consists of copper conversion facilities located in North America, and
includes a refinery, three rod mills and a specialty copper products facility. These operations process copper produced
at the North America mines and purchased copper into copper cathode, rod and custom copper shapes. At times these
operations refine copper and produce copper rod and shapes for customers on a toll basis. Toll arrangements require
the tolling customer to deliver appropriate copper-bearing material to FCX’s facilities for processing into a product that
is returned to the customer, who pays FCX for processing its material into the specified products.

Atlantic Copper Smelting & Refining. Atlantic Copper, FCX’s wholly owned smelting unit in Spain, smelts and
refines copper concentrates and markets refined copper and precious metals in slimes. PT Freeport Indonesia and the
South America copper mines generally sell a portion of their concentrate and cathode (South America) production to
Atlantic Copper.

Intersegment Sales. Intersegment sales between FCX’s operations are based on similar arms-length transactions with
third parties at the time of the sale. Intersegment sales may not be reflective of the actual prices ultimately realized
because of a variety of factors, including additional processing, timing of sales to unaffiliated customers and
transportation premiums.
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Allocations. FCX allocates certain operating costs, expenses and capital expenditures to the operating divisions and
individual segments. However, not all costs and expenses applicable to a mine or operation are allocated. All U.S.
federal and state income taxes are recorded and managed at the corporate level, whereas foreign income taxes are
recorded and managed at the applicable mine or operation. In addition, most exploration and research activities are
managed at the corporate level, and those costs along with some selling, general and administrative costs are not
allocated to the operating divisions or segments. Accordingly, the following segment information reflects management
determinations that may not be indicative of what the actual financial performance of each operating division or
segment would be if it was an independent entity.
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Business Segments

(In  North America Copper  South America Copper

Millions) Mines Mines Indonesia Africa
AtlanticCorporate,
Copper Other &
Other Cerro  Other Molyb- Rod & Smelting Elimi-  FCX
&

Morenci Mines  Total Verde Mines Total Grasberg Tenke denum RefiningRefining nations  Total
Three
Months
Ended
September
30,
2009
Revenues:
Unaffiliated
custhmersd $ 25$ 43 % 386$% 546$% 932 $1,348a$ 113 $ 2588$ 955$ 495 % -$ 4,144
Interse@®8nt 578 877 83 3 86 308 - - 8 - (1,279) -
Production
and
delivery 48 303 451 154 225 379 369 89 177 957 493  (1,200) 1,715
Depreciation,
depletion
and
amortizadion 34 70 37 30 67 64 20 13 2 9 7 252
Selling,
general
and
administrative
expenses — - - - - - 24 - 2 - 4 44 74
Exploration
and
research
expenses — - - - - - - - 1 - - 18 19
Operating
income
(loss) 133 266 399 278 294 572 1,199 4 65 4 (11)  (148) 2,084

Interest

expense,

net 1 3 4 - - - 2 5 - - 1 150 162

Provision

for

(benefit

from)

income

taxes - - - 85 112 197 508 3) - - - (18) 684
1,977 4,012 5989 4259 2426 6,685 5,446 3,318 1,771 321 1,069 1,106 25,705
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Total

assets

at

September

30,

2009

Capital

expenditufes 13 21 13 5 18 58 119 11 2 11 4 244

Three

Months

Ended

September

30,

2008

Revenues:

Unaffiliated

cus®meB6 $ 97 % 183 % 3158% 578% 893 $ 754a$ -$ 683$1477% 625 % 1$ 4,616
Intersegi®fnt 794 1,219 94 21 115 48 - - 8 - (1,390) -
Production

and

deliverp47 483 830 161 336 497 470 - 417 1,478 611 (1,446) 2,857
Depreciation,

depletion

and

amortiza8ibn 113 194 42 81 123 52 1 52 2 9 9 442
Lower

of

cost

or

market

inventory

adjustments- 17 17 - - - - - - - - - 17
Selling,

general

and

administrative

expenses — - - - - - 20 - 3 - 4 63 90
Exploration

and

research

expenses — — — — — — — — — — - 77 77
Operating

income

(loss) 83 278 361 206 182 388 260 (1) 211 5 1 92) 1,133

Interest 1

expense,
net 3 4 — 4 4 (D) — — 1 3 128 139
= = = 56 53 109 114 = = = = 17 240
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Provision

for

income

taxes

Goodwill

at

September

30,

20081912 2,299
Total

assets

at

September

30,

20087,130 12,222
Capital

expenditlifies 110

4,211 763 366 1,129 - 2 703 - - 3 6,048

19,352 4,933 4,350 9,283 4,121 2,254 4,181 493 856 1,466 42,006

195 26 37 63 109 314 60 2 7 16 766

Includes PT Freeport Indonesia’s sales to PT Smelting totaling $514 million in third-quarter 2009 and $376 million
a. in third-quarter 2008.
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Business Segments (Continued)

North America Copper South America Copper
(In Millions) Mines Mines IndonesiaAfrica
AtlanticCorporate,
Other
Copper &
Other Cerro Other Molyb- Rod & Smelting Elimi- FCX
&
Morenci Mines Total Verde Mines Total GrasbergTenke denum RefiningRefining nations Total
Nine Months
Ended
September 30,
2009
Revenues:
Unaffiliated
customers $ 57% 759% 132 % 974 $1,349 $2,323 $3,6982$170 $§ 590 $2,309 $1,202 $ 6 $10,430
Intersegment 745 1,364 2,109 230 51 281 690 — - 20 — (3,100)
Production and
delivery 482 983 1,465 456 656 1,112 1,134 197b 458 2,314 1,205 (2,799) 5,086
Depreciation,
depletion and
amortization 106 103 209 112 89 201 207 37 35 6 26 19 740
Lower of cost
or market
inventory
adjustments - - - - - - - - 19 - - - 19
Selling, general
and
administrative
expenses - - - - - - 64 - 9 - 11 141 225
Exploration
and research
expenses - - - - - - - - 1 - - 72 73
Restructuring
and other
chargesc 26 2) 24 - - - - - (1) 2) - 2 23
Operating ) )
income (loss) 188 355 543 636 655 1,291 2983 (64 69 11 (40 (529) 4,264

Interest

expense, net 3 9 12 - 1 1 3 8 - — 3 424 451
Provision for

(benefit from)

income taxes - - - 199 219 418 1,257 (29) - - - (89) 1,557
Capital
expenditures 42 79 121 83 46 129 186 577 71 8 23 23 1,138
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Nine Months
Ended
September 30,
2008
Revenues:
Unaffiliated
customers
Intersegment
Production and
delivery
Depreciation,
depletion and
amortization
Lower of cost
or market
inventory
adjustments -
Selling, general

and

administrative

expenses - - - - - -
Exploration

and research

expenses - - - - - - -
Operating )
income (loss) 563 1,125 1,688 1,186 1,086 2,272 1,313 (15

$ 3438% 314 $ 657 $1,572 $2,078 $3,650 $2,452a$ -$2,117 $4,832 $2,014
1,391 2,421 3,812 275 118 393 418 — - 24

929 1,265 2,194 530 861 1,391 1,308 12 1,298 4,831

242 323 565 131 249 380 145 3 160 5 27

18

644 20 9
Interest

expense, net 2 8
Provision for

income taxes - - -
Capital
expenditures

10 2 2 4 2 - - 3 9

383 334 717 558 — - -

244 254 498 88 141 229 332 698 104 6

$

— (4,647)

1,960 (4,700)

7 $15,729

8,294

37 1,322

164 300

208

)
(349

209

5,582

416 444

352 1,627

43 1,929

Includes PT Freeport Indonesia’s sales to PT Smelting totaling $1.3 billion in the first nine months of 2009 and $1.2

a. billion in the first nine months of 2008.
b.Includes charges totaling $50 million associated with Tenke Fungurume’s project start-up costs.
c. The following table summarizes restructuring and other charges:

Restructuring
charges
Special
retirement
benefits and
curtailments 1 (6) 5) — - - — - (2) (2)
Restructuring ) ) )
and other
charges $

$ 258 4% 295% -$ -$ -$ -$

2608 (2% 245 -$ A% @28%

2% 32
- (€))
2% 23
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have reviewed the condensed consolidated balance sheet of Freeport-McMoRan Copper & Gold Inc. as of
September 30, 2009, and the related consolidated statements of income for the three- and nine-month periods ended
September 30, 2009 and 2008, the consolidated statements of cash flows for the nine-month periods ended September
30, 2009 and 2008, and the consolidated statement of equity for the nine-month period ended September 30, 2009.
These financial statements are the responsibility of the Company’s management.

We conducted our review in accordance with the standards of the Public Company Accounting Oversight Board
(United States). A review of interim financial information consists principally of applying analytical procedures and
making inquiries of persons responsible for financial and accounting matters. It is substantially less in scope than an
audit conducted in accordance with the standards of the Public Company Accounting Oversight Board, the objective
of which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do not
express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to the condensed
consolidated financial statements referred to above for them to be in conformity with U.S. generally accepted
accounting principles.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheet of Freeport-McMoRan Copper & Gold Inc. as of December 31, 2008,
and the related consolidated statements of operations, cash flows, and stockholders’ equity for the year then ended (not
presented herein), and in our report dated February 18, 2009, we expressed an unqualified opinion on those
consolidated financial statements and which report included an explanatory paragraph for the Company’s adoption of
FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement No.
109,” effective January 1, 2007; and SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106 and 132R,” effective December 31, 2006. As
described in Note 10, on January 1, 2009, Freeport-McMoRan Copper & Gold Inc. adopted SFAS No. 160,
“Noncontrolling Interests in Consolidated Financial Statements,” on a retrospective basis resulting in revisions of the
December 31, 2008, consolidated balance sheet. We have not audited and reported on the revised balance sheet
reflecting the adoption of SFAS No. 160.

ERNST & YOUNG LLP

Phoenix, Arizona
November 6, 2009
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

OVERVIEW and OUTLOOK
In Management’s Discussion and Analysis of Financial Condition and Results of Operations, “we,” “us” and “our” refer to
Freeport-McMoRan Copper & Gold Inc. (FCX) and its consolidated subsidiaries. You should read this discussion in
conjunction with our financial statements, the related “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and the discussion of our “Business and Properties” in our Form 10-K for the year ended
December 31, 2008, filed with the U.S. Securities and Exchange Commission (SEC). The results of operations
reported and summarized below are not necessarily indicative of future operating results. References to “Notes” are
Notes included in our “Notes to Consolidated Financial Statements.” Throughout Management's Discussion and
Analysis of Financial Condition and Results of Operations, all references to earnings or losses per share are on a
diluted basis, unless otherwise noted.

We are one of the world’s largest copper, gold and molybdenum mining companies in terms of reserves and
production. Our portfolio of assets includes the Grasberg minerals district in Indonesia, which contains the largest
single recoverable copper reserve and the largest single gold reserve of any mine in the world based on the latest
available reserve data provided by third-party industry consultants; significant mining operations in North and South
America; and the Tenke Fungurume minerals district in the Democratic Republic of Congo (DRC). We also operate
Atlantic Copper, our wholly owned copper smelting and refining operation in Spain. Refer to “Operations” for further
discussion.

The dramatic declines in copper and molybdenum prices in fourth-quarter 2008 and the deterioration of the economic
and credit environment limited our ability to invest in growth projects and required us to make adjustments to our
near-term plans in late 2008 and early 2009 (refer to Note 2 for further discussion).

Our third-quarter 2009 results reflect strong operating performance and rising copper prices. While copper prices were
lower than in third-quarter 2008, our improved results reflect higher volumes from the Grasberg mine and a lower cost
structure at the North America mines. These strong results have enabled us to enhance our financial and liquidity
position, allowing us to manage volatile conditions effectively, reduce debt and reinstate cash dividends to
shareholders, while maintaining our future growth opportunities. In addition, we have announced initiatives to resume
certain project development activities that were deferred in late 2008.

Refer to “Consolidated Results” for further discussion of our consolidated financial results for the three- and nine-month
periods ended September 30, 2009 and 2008.

Outlook

Consolidated sales from mines for the year 2009 are expected to approximate 4.0 billion pounds of copper, 2.5 million
ounces of gold and 56 million pounds of molybdenum, including 915 million pounds of copper, 425 thousand ounces
of gold and 14 million pounds of molybdenum in fourth-quarter 2009. These sales volume estimates are dependent on
the achievement of targeted mining rates, the successful operation of production facilities, the impact of weather
conditions and other factors.

Assuming average prices of $2.75 per pound of copper, $1,000 per ounce of gold and $10 per pound of molybdenum
for fourth-quarter 2009, we estimate consolidated unit net cash costs (net of by-product credits) for our copper mining
operations, excluding Africa mining, would average approximately $0.60 per pound of copper for the year 2009,
compared with $1.16 per pound of copper in 2008. Estimated consolidated unit net cash costs for 2009 have improved
compared to 2008 primarily because of mining in a higher grade section of the Grasberg open pit, reduced operating
rates at our North America copper mines to lower production of high-cost incremental volumes, achievement of cost

43



Edgar Filing: FREEPORT MCMORAN COPPER & GOLD INC - Form 10-Q

savings initiatives and operating efficiencies, and lower energy and other commodity-based input costs. We will
incorporate Africa mining in our consolidated unit net cash cost disclosures upon completion of ramp-up activities,
expected in 2010.

Consolidated revenues, operating cash flows and net income vary significantly with fluctuations in the market prices
of copper, gold and molybdenum, sales volumes and other factors. Based on the above projected consolidated sales
volumes for 2009 and assuming average prices of $2.75 per pound of copper, $1,000 per ounce of gold and $10 per
pound of molybdenum for fourth-quarter 2009, our consolidated operating cash flows are estimated to exceed $4.0
billion for the year 2009, net of an estimated $0.3 billion for working capital requirements. Operating cash flows for
fourth-quarter 2009 would be impacted by approximately $80 million for
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each $0.10 per pound change in copper prices, $30 million for each $50 per ounce change in gold prices and $5
million for each $1 per pound change in molybdenum prices.

Capital expenditures for the year 2009 are expected to approximate $1.4 billion, including $0.6 billion for sustaining
capital and $0.8 billion for major projects, which primarily include Tenke Fungurume and the Grasberg underground
development projects. For 2008, capital expenditures totaled $2.7 billion, which included approximately $1.6 billion
for major projects. Lower projected capital expenditures for the year 2009 results from the deferral of capital spending
for most of our project development activities, lower spending on the Tenke Fungurume development project (for
which construction activities are substantially complete) and reduced spending for sustaining capital. We have
announced initiatives to resume certain project development activities that were deferred in late 2008 (refer to
“Development Projects” for further discussion). Capital spending plans will continue to be reviewed and adjusted in
response to changes in market conditions and other factors.

COPPER, GOLD AND MOLYBDENUM MARKETS

The graphs below illustrate the movements in metals prices from January 1999 through October 2009. World prices

for copper, gold and molybdenum have fluctuated significantly during this period. The London Metal Exchange

(LME) spot copper price varied from a low of $0.60 per pound in 2001 to a high of $4.08 per pound in July 2008, the
London gold price fluctuated from a low of approximately $250 per ounce in 1999 to a high of $1,062 per ounce in
October 2009, and the Metals Week Molybdenum Dealer Oxide weekly average price ranged from $2.19 per pound in
December 2000 to a high of $39.25 per pound in June 2005. Copper, gold and molybdenum prices are affected by
numerous factors beyond our control as described further in our “Risk Factors” contained in Part I, Item 1A of our Form
10-K for the year ended December 31, 2008.

* Excludes Shanghai stocks, producer, consumer and merchant stocks.

The graph above presents LME spot copper prices and reported stocks of copper at the LME and the New York
Mercantile Exchange (COMEX) from January 1999 through October 2009. From 2006 through most of 2008,
disruptions associated with strikes and other operational issues, combined with growing demand from China and other
emerging economies resulted in low levels of inventory. Beginning in late 2008, slowing consumption led to increased
levels; however, China’s increased buying activity contributed to a decline in exchange inventories
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during the first half of 2009. Combined LME and COMEX stocks totaled approximately 394 thousand metric tons at
September 30, 2009, which represents approximately one week of global consumption.

Turmoil in the United States (U.S.) financial markets and concerns about the global economy negatively impacted
copper prices in late 2008 and early 2009; however, copper prices have improved during the first nine months of 2009
as a result of strong Chinese import activity and limited supply. During third-quarter 2009, LME spot copper prices
ranged from $2.19 per pound to $2.94 per pound and averaged $2.65 per pound. While the near-term outlook is
uncertain, we believe the underlying fundamentals of the copper business remain positive, supported by limited
supplies from existing mines and the absence of significant new development projects. Future copper prices are
expected to be volatile and are likely to be influenced by demand from China, economic activity in the U.S. and other
industrialized countries, the timing of the development of new supplies of copper and production levels of mines and
copper smelters. The LME spot copper price closed at $2.98 per pound on October 30, 2009.

The graph above presents London gold prices from January 1999 through October 2009. During third-quarter 2009,
the environment for gold was positive, but volatile, with gold prices ranging from approximately $909 per ounce to
$1,019 per ounce and averaging approximately $960 per ounce. Growing investment demand and a weak U.S. dollar
are continuing to support gold prices. London gold prices reached a new record high of $1,062 per ounce during
October 2009 and closed at approximately $1,040 per ounce on October 30, 2009.
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The graph above presents Metals Week Molybdenum Dealer Oxide weekly average prices from January 1999 through
October 2009. Molybdenum prices have declined significantly from 2008 levels as a result of the financial market
turmoil and a decline in demand; however, prices improved during third-quarter 2009, compared to the first half of
2009, with the weekly average price of molybdenum ranging from approximately $10.80 per pound to approximately
$18.00 per pound and averaging $14.68 per pound. This increase was driven by Chinese imports and modest recovery
in western demand associated with restocking and improved automotive markets. However, molybdenum prices have
begun to decline again on weaker demand; the Metals Week Molybdenum Dealer Oxide weekly average price was
$11.35 per pound on October 30, 2009.
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CONSOLIDATED RESULTS
Nine Months Ended
Third-Quarter September 30,
2009 2008 2009 2008
Financial Data (in millions, except per share
amounts)
Revenuesa $ 4,144b $ 4,616b $ 10,430b $ 15,729b
Operating income $ 2,084b $ 1,133b $ 4264b $ 5,582b
Net income $ 1203 $ 742 $ 2222 $ 3,531
Net income attributable to common stockc $ 925d $ 523 $ 1,556d $ 2,592d
Diluted net income per share of common stock $ 207d $ 1.31 $ 370d $ 6.20d
Diluted weighted-average common shares 472 428 449
outstandinge 447
Mining Operating Data
Copper (millions of recoverable pounds)
Production 1,015 1,024 3,125 2,845
Sales, excluding purchases 1,000 1,016 3,122 2,869
Average realized price per pound $ 275 % 3.14 $ 235  $ 3.43
Site production and delivery costs per poundf  $ .15 % 1.66 $ 1.08 % 1.58
Unit net cash costs per poundf $ 050 $ 1.29 $ 053 $ 1.21
Gold (thousands of recoverable ounces)
Production 708 300 2,105 825
Sales, excluding purchases 706 307 2,088 852
Average realized price per ounce $ 987 % 869 $ 944 % 897
Molybdenum (millions of recoverable pounds)
Production 15 21 42 57
Sales, excluding purchases 16 19 42 59
Average realized price per pound $ 1395 $§ 3211 $ 1193  § 31.78

a. Includes the impact of adjustments to provisionally priced concentrate and cathode sales recognized in prior
periods. Refer to “Revenues” for further discussion.

b. As discussed in Note 12, Africa mining became a reportable segment during 2008. Accordingly, we have revised
our segment disclosures for the third quarter and first nine months of 2008 to conform to the current period
presentation. Following is a summary of revenues and operating income (loss) by operating division (in millions):

Third-Quarter 2009 Third-Quarter 2008
Operating Operating
Income Income
Revenues (Loss) Revenues (Loss)
North America copper mines $ 920 $ 399 $ 1,402 $ 361
South America copper mines 1,018 572 1,008 388
Indonesia mining 1,656 1,199 802 260
Africa mining 113 4 - (1)
Molybdenum 258 65 683 211
Rod & Refining 963 4 1,485 5
Atlantic Copper Smelting & 495 arn 625 1

Refining
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Corporate, other & eliminations
Total $

North America copper mines $
South America copper mines
Indonesia mining

Africa mining

Molybdenum

Rod & Refining

Atlantic Copper Smelting &

Refining

Corporate, other & eliminations
Total $

(1,279) (148) (1,389) 92)
4,144 $ 2,084 $ 4,616 $ 1,133
Nine Months Ended Nine Months Ended
September 30, 2009 September 30, 2008
Operating Operating
Income Income
Revenues (Loss) Revenues (Loss)
2,241 $ 543 $ 4,469 $ 1,688
2,604 1,291 4,043 2,272
4,388 2,983 2,870 1,313
170 (64) - (15)
590 69 2,117 644
2,329 11 4,856 20
1,202 (40) 2,014 9
(3,094) (529) (4,640) (349)
10,430 $ 4,264 $ 15,729 $ 5,582

c. After noncontrolling interests and preferred dividends.
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d. Includes net losses on early extinguishment of debt totaling $31 million ($28 million to net income attributable to
common stock or $0.06 per share for third-quarter 2009 and $0.07 per share for the first nine months of 2009).
Refer to Note 7 for further discussion.

The first nine months of 2008 includes net losses on early extinguishment of debt totaling $6 million ($5 million to net
income attributable to common stock or $0.01 per share).

e. As applicable, reflects assumed conversion of our 5%2% Convertible Perpetual Preferred Stock (which converted
into 17.9 million shares of FCX common stock in September 2009) and 6%4% Mandatory Convertible Preferred
Stock (refer to Note 3). In addition, the 2009 periods include the effects of the 26.8 million shares of common
stock sold in February 2009.

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

Revenues

Consolidated revenues include the sale of copper concentrates, copper cathodes, copper rod, molybdenum, gold and
other metals by our North and South America copper mines, the sale of copper concentrates (which also contain
significant quantities of gold and silver) by our Indonesia mining operation, the sale of copper cathodes by our Africa
mining operation, the sale of molybdenum in various forms by our Molybdenum operations, and the sale of copper
cathodes, copper anodes, and gold in anodes and slimes by Atlantic Copper. Consolidated revenues totaled $4.1
billion in third-quarter 2009 and $10.4 billion for the first nine months of 2009, compared with $4.6 billion in
third-quarter 2008 and $15.7 billion for the first nine months of 2008. Following is a summary of changes in our
consolidated revenues between periods (in millions):

Third Nine

Quarter Months
Consolidated revenues — 2008 periods $ 4,616 $ 15,729
Highe