
 

 

 

NEWS RELEASE 

Annual Financial Report Xstrata plc (‘the Company’) 

Zug, 26 April 2013 

The 2012 Annual Report has today been made available on the Company’s website at: 
www.xstrata.com/publications/financial 

In compliance with 9.6.1 of the Listing Rules, the 2012 Annual Report has been submitted to the National 
Storage Mechanism and will be available shortly. This follows the release on 5 March 2013 of the 
Company's Preliminary Results Announcement for the year ended 31 December 2012 (the 'Preliminary 
Announcement') 

The Preliminary Announcement includes a condensed set of financial statements. Audited financial 
statements for 2012 are contained in the Annual Report. The Independent Auditor's Report on the 
consolidated financial statements is set out in full on page 65 of the Annual Report and the Independent 
Auditor's Report on the parent company financial statements is set out in full on page 138 of the Annual 
Report. Both audit reports are unqualified and do not contain any statements under section 498(2) or 
section 498(3) of the Companies Act 2006. 

The Disclosure and Transparency Rules (DTR) require that an announcement of the publication of an Annual 
Report should include the disclosure of such information from the Annual Report as is of a type that would 
be required to be disseminated in a Half-yearly Report in compliance with the DTR 6.3.5(2) disclosure 
requirement.  Accordingly, the following information is extracted from the Annual Report in unedited full 
text.  References to page numbers and notes to the financial statements made in the following Appendices 
refer to page numbers and notes to the financial statements in the Annual Report. 

APPENDIX A - IMPORTANT EVENTS DURING THE YEAR 
In 2012, ten organic growth projects successfully commenced commissioning across all of our commodity 
businesses as our asset base continued to transition from older, higher-cost mines to new lower-cost mines. 
During the year, total expansionary capital expenditure increased by 31% to $7.6 billion during 2012, 
reflecting the peak year for capital investment in our organic growth programme and the commissioning of 
ten projects. Major items of expansionary capital spending in 2012 were: 
• $1.2 billion at the greenfield Koniambo nickel project in New Caledonia where the mine is now fully 

operational and all utilities required to deliver first ore have been commissioned; 
• $1.1 billion to progress the greenfield Las Bambas copper project in Peru which will commence 

commissioning at the end of 2014; 
• $800 million in respect of the Ravensworth North brownfield project in New South Wales, expected to be 

completed during 2013; and 
• $600 million at the Antapaccay copper project in southern Peru, where production started in November 

2012. 
 
On 8 March 2012, Xstrata Coal acquired the Sukunka hard coking coal deposit from Talisman Energy 
Incorporated for $500 million in cash. Sukunka is located in the Peace River Coalfield of northern British 
Columbia, contiguous with the First Coal Corporation and Lossan tenements acquired last year. 
 
On 13 March 2012, Xstrata Coal entered into a joint venture with JX Nippon Oil & Energy Corporation Group 
(JX) comprising Xstrata’s contiguous metallurgical coal assets in the Peace River Coalfields in western Canada, 
including Sukunka. JX paid $435 million in cash to acquire a 25% interest in these assets. 
 
In April 2012, Xstrata Copper completed a joint venture agreement with Origin Energy Limited (Origin) 
whereby Xstrata sold a 51% interest in the Energía Austral hydroelectric development project  
in Chile. Under the terms of the agreement, Origin will invest $75 million towards a final investment decision 
for the completion of a detailed project feasibility study and a further $75 million if the project is deemed 
feasible. The Group is entitled to cash consideration payments from Origin once the project is operational and 
if certain performance threshold targets are met. 

http://www.xstrata.com/publications/financial
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APPENDIX B - RISKS AND UNCERTAINITIES 
The risks detailed below represent the principal risks and uncertainties which may impact our ability to 
execute Xstrata’s strategy at a Group level. These risks have been assessed according to materiality, 
likelihood and residual risk after controls. Further information about Xstrata’s risk management processes 
and controls is provided in the corporate governance report on pages 87 to 95 of the 2011 Annual Report. 

Risk Impact Mitigation 
Commodity price volatility 
Our revenues and earnings are 
dependent on prevailing 
commodity prices which are 
determined by the supply of, and 
demand for, raw materials and are 
closely linked to global economic 
growth. Consequently, commodity 
prices, and particularly those for 
exchange-traded commodities, 
may fluctuate widely. 

The impact that fluctuations in the 
price of our commodities had on 
our operating profit is detailed in 
the consolidated operational 
results section of the Financial 
review. 

We maintain a diversified portfolio 
of commodities to reduce the 
impact of price movement in any 
one commodity. We do not 
typically implement large-scale 
hedging of price movement 
initiatives. 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 
policy is actively monitored and 
reported to our Executive 
Committee on a monthly basis. All 
our debt is now covenant-free, 
which reduces our financial risk 
during periods of low prices. 

Fluctuations in currency exchange rates 
Our products are generally priced 
in US dollars while our operations 
and operating costs are spread 
across 20 countries with 
fluctuating currencies. 

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 
comparisons are detailed in the 
consolidated operational results 
section of the Financial review. 

We maintain a diversified portfolio 
of assets across several 
geographies and operating 
currencies to reduce the impact of 
price movement in any one 
commodity. We may use currency 
cash flow hedging to reduce our 
short-term exposure to 
fluctuations in the US dollar 
against local currencies. 
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 relevant 
regulations and to maximise our 
financial efficiency. We maintain 
an investment grade credit rating. 
Our Group Treasury policy is 
actively monitored and reported 
to our Executive Committee on a 
monthly basis. 



 
Political and fiscal intervention 
Our operations and projects span 
20 countries. Some of these have 
complex and unstable political or 
social climates and, as a result, 
present higher risks. Political 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. 

Political 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 operations or the 
development of new projects and 
impact investor confidence. 

We manage a broad geographic 
spread of assets, thereby 
diversifying political risk. A 
thorough risk assessment is 
conducted on any country where 
we are considering investments or 
activities. We regularly review 
political, regulatory and social risk 
within the countries in which we 
operate to ensure that these have 
been identified and are being 
managed to within acceptable 
levels. We follow and address all 
changes to legislation and ensure 
we are compliant at all times with 
new laws and regulations and with 
the standards set out in our 
Sustainable Development 
Framework. 
We work in partnership with our 
people and local communities to 
ensure we all share the benefits of 
our success, thereby earning and 
maintaining a social licence to 
operate. We regularly review 
investment terms in joint venture 
and partnership agreements to 
ensure fairness and reduce the risk 
of renegotiation. 

Security of energy supplies 
Increasing global demand and 
limited new supplies impacts the 
price and availability of energy. 
Many factors that reduce the 
reliability 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 emissions from 
fossil fuels; and problems related 
to local generation and 
transmission of power, such as 
electricity constraints in South 
Africa and natural gas shortages in 
Chile. We are sometimes 
dependent on one energy 
company, such as Eskom in South 
Africa. 

The price of energy greatly 
impacts our operating costs 
because many of our operations 
and facilities are intensive users of 
natural gas, oil and other fuels. 
Constrained energy supplies 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 
energy. 

We constantly assess and monitor 
energy-related risks and regularly 
revisit and revise assumptions. At 
the design stage of our projects 
we assess risks associated with 
energy supply. Energy efficiency 
plans have been implemented 
across our operations. 
We have developed proprietary 
energy generation facilities, such 
as a gas-fired power plant at the 
Mount Isa mines. 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. We are also pursuing 
the recovery of existing resources, 
such as capturing coal methane 
for electricity generation, and 
exploring opportunities to use 
lower-carbon power sources. 
We negotiate long-term energy 
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contracts to reduce dependence 
on spot markets and continuously 
seek to diversify power sources 
and identify alternatives. 

Emissions and climate change regulations 
We operate in several jurisdictions 
in which legislation to limit or 
reduce emissions has been 
introduced or is being considered. 
Climate change related legislation 
could lead to increased costs for 
fossil fuels, electricity and 
transportation, restricted industrial 
emissions, the imposition of 
charges for emissions in excess of 
permitted levels and expenditure 
on monitoring, reporting and 
accounting. Our customers and 
suppliers are becoming 
increasingly aware of their own 
carbon and water footprints and 
are selecting partners who are 
actively reducing their impact on 
the environment. 

Climate change related legislation 
may result in direct financial and 
production costs, higher energy 
costs or even restricted energy 
supply, which could have a 
material adverse impact on our 
ability to maintain production or 
contain operating costs. Failing to 
meet and exceed best practice for 
monitoring and reporting our 
emissions will have a reputational 
impact. 
As the world’s largest producer of 
export thermal coal, we will be 
materially adversely impacted by 
any significant decline in the use 
of coal as a power source as a 
result of carbon taxes, emissions 
trading or similar legislation. 

Our management place a high 
priority on climate change issues 
and are committed to measuring, 
controlling and reducing our 
impact. We seek ways to 
understand our carbon footprint 
and reduce the carbon intensity of 
our operations and activities. We 
undertake studies to better 
understand potential physical and 
weather related risks of climate 
change on our operations and 
logistics, and incorporate findings 
into our longer-term planning.  
Xstrata Coal actively invests in and 
advocates government support for 
research and development 
projects to reduce greenhouse 
gas (GHG) emissions from the use 
of coal in power generation.  

Project development 
Part of our three-pronged business 
strategy rests on organic growth 
from a pipeline of projects across 
many countries. Their 
development can be affected by 
many factors; some are outside our 
control.  

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 our 
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. 

Cost control is the key to project 
development. Our commodity 
businesses have an excellent track 
record of delivering major capital 
growth projects both on time and 
on budget. We also benefit from 
extensive project development 
experience within our management 
teams. 
Each business has a comprehensive 
project approval process that 
governs every stage, from approval 
to commissioning, and includes 
future scenario planning. This 
ensures that material risks are 
comprehensively assessed and, 
where possible, mitigated before 
the project proceeds to its next 
phase. We have an embedded 
Internal Audit focus on project 
development, which includes an 
early warning system to ensure 
projects are on track.  

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, increased 
competition to recruit and retain a 
limited number of experienced and 
qualified people. The 

Our future success 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 right people to our business. 
Our lean management structure is 

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 Committee 
level. We regularly review and 
adapt our recruitment and retention 



development of our pipeline of 
organic growth projects requires 
large-scale recruitment 
programmes to attract new 
employees to our business. 
 

dependent on a small number of 
key employees. The loss of any of 
these individuals could significantly 
disrupt our business. 

programmes to 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 entrepreneurial 
initiative, offers unparalleled career 
development opportunities and is a 
key retention feature. Each of our 
people can play an active role in 
our success. Fast track and 
executive development 
programmes are in place and 
formal succession planning is 
regularly reviewed. 

Social and community 
Our operations and the 
development of our project 
pipeline can impact local 
communities. On occasion, 
communities may need to be 
resettled or local infrastructure 
moved. In some regions, 
communities may oppose mining 
activities 

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

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 carry out social and human 
rights baseline studies and risk 
assessments, and engage with 
communities in a transparent and 
culturally appropriate manner, 
respecting local laws, customs and 
heritage. 

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. 

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 position. Rehabilitation 
costs, which are usually estimated 
and provided for over the life  
of operations and based on the 
best information available, may 
subsequently increase affecting 
earnings.  
Any breach of our own best 
practice standards could damage 
our reputation and, as a result, our 
licence to operate. HSE standards 
at acquired operations may also 
not meet our standards. 

Our commitment to sustainable 
development, incorporating 
environmental, economic and 
social performance, is embedded 
in our operating philosophy. Our 
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 HSE 
and social performance indicators 
are reported to our Executive 
Committee and Board. We have 
effective management processes in 
place that support our businesses 
and sites in complying with 
regulations and legislations in each 
country in which we operate. 
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Cost control 
We are unable to directly set the 
prices of our commodities and, as 
such, our competitiveness and 
long-term profitability are largely 
dependent on our ability to reduce 
costs and maintain low-cost 
operations. 
The cost of extracting and 
processing raw materials is 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 inflationary 
pressures. 

Cost control can help in the creation 
of value and is also a measure of the 
quality of our operational 
management and our stewardship of 
assets. Cost performance is an 
important management measure, 
and is regularly reported to our 
Executive Committee. 

We conduct regular internal audits 
at operations to identify potential 
efficiencies, and incentivise our 
managers to reduce their operating 
costs on a year-on-year basis. In 
each of the past eleven years, we 
have achieved real cost savings 
within our operations. 
Our world-leading Xstrata 
Technology Services develops 
technologies to improve 
efficiencies and reduce operating 
costs for mineral processing and 
metals extraction. Our commodity 
businesses also invest in the 
development of lower cost 
proprietary technologies. 

 

APPENDIX C - RELATED PARTY TRANSACTIONS 
During the year, the Group entered into the following transactions, in the ordinary course of business, with 
related parties: 

US$m 

Glencore*  Joint venture entities  Associates 
2012 2011  2012 2011  2012 2011 

Sales** 8,057 9,475  – –  567 591 
Purchases 1,209 1,098  683 799  – – 
Treatment and refining charges 209 241  – –  244 228 
Treatment and refining revenue 31 17  – –  – – 
Agency and other charges 82 83  – –  – – 
Interest and other revenues 1 1  – –  – – 
Amounts payable 105 134  133 130  25 26 
Amounts receivable** 699 560  – –  59 56 
* Includes share of joint ventures. 
** No provision for doubtful debts has been raised in respect of transactions with related parties. 

Included in the transactions with Glencore International plc (Glencore) are US$276 million (2011 US$1,227 
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 in Trade and other receivables (refer to note 19) and in Trade 
and other payables (refer to note 27), are unsecured and will be settled in cash.  
 
Glencore International plc – substantial shareholder 
As at 31 December 2012, Glencore owned 33.6% (2011: 34.1%) of the issued share capital of the Company, 
representing 1,010,403,999 ordinary shares (2011: 1,010,403,999 ordinary shares). See note 37 for details of 
an all share merger with Glencore International completed after the balance sheet date. 
Alloys 
Xstrata Alloys entered into a ferrochrome marketing agreement with Glencore on 21 April 1995, appointing 
Glencore as its exclusive worldwide marketing agent for the sale of Xstrata Alloys’ and Merafe’s entire 
production of ferrochrome other than ferrochrome sold into the USA, Canada and certain Asian countries. 
The agreement continues for as long as Xstrata Alloys and Merafe produce ferrochrome. Glencore is 
obliged to use its best endeavours to arrange sales at prevailing market rates subject to initial agreement 
and approval by Xstrata Alloys and Merafe prior to concluding the sale. Glencore assists Xstrata Alloys in 
negotiating sales contracts with third parties. Glencore is entitled to receive an agency fee of 3.5% on FOB 
sales revenue and an additional fee of 0.75% on FOB sales revenue for assuming the risk of non-payment 
by customers on this material. Glencore assumes 60% of the risk of non-payment by customers in relation to 
ferrochrome sales. 



 
If at any time Xstrata Alloys and Merafe notifies Glencore that it is able to find purchasers for its production 
at prices higher than those generally obtainable by Glencore, Xstrata Alloys may, unless Glencore is able to 
obtain 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. Glencore is 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 is 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. 
 
Ferrochrome sold into the USA and Canada is distributed by Glencore Ltd and Glencore Canada Inc 
respectively, under two distribution agreements. These agreements continue indefinitely, with both parties 
having the right to terminate the agreement at 12 months’ notice. The percentage of distribution fees 
payable by the Group in respect of ferrochrome sold under the distribution agreement is substantially the 
same as the commission paid in respect of ferrochrome sold under the marketing agreement.  
 
Mitsui & Co. Ltd is the appointed distributing agent for ferrochrome sales into China, Japan and South 
Korea up to a maximum of 105,000 tonnes per annum. A change in distributing agent for sales into these 
countries must be undertaken with the consent of Glencore. 
 
Xstrata Alloys entered into a chrome ore marketing agreement with Glencore in July 2010, appointing 
Glencore as its exclusive worldwide marketing agent for the sale of Xstrata Alloys’ and Merafe’s entire 
production of chrome ore. The agreement is for a fixed term extended to 20 May 2013. Glencore is entitled 
to receive an agency fee of 2% on FOB sales revenue loading port value. Glencore assumes 100% of the 
risk of non-payment by customers in relation to chrome ore sales. Interest is charged by Xstrata Alloys on 
single monthly settlements by Glencore at LIBOR and a margin of 150 basis points. 
 
In January 2005, the Group entered into a 13-year marketing agreement with Glencore in respect of 
Rhovan’s entire production of vanadium other than vanadium sold into the USA and Canada.  
 
Glencore is obliged to use its best endeavours to arrange sales of vanadium pentoxide and ferrovanadium 
to customers at prevailing market rates subject to initial agreement and approval by Xstrata Alloys prior to 
concluding the sale. Xstrata Alloys is 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 risk of non-payment by 
customers on this material. Glencore assumes 100% of the risk of non-payment by customers in relation to 
vanadium sales. 
 
If at any time Xstrata Alloys notifies Glencore that it is able to find purchasers for its production at prices 
higher than those generally obtainable by Glencore, Xstrata Alloys may, unless Glencore is able to obtain 
similar prices, sell its products in the market. Glencore is nevertheless entitled to the 3.5% agency fees 
described above in respect of such sales. Interest is 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 60 basis points. 
 
Vanadium pentoxide and ferrovanadium sold into the USA and Canada are distributed by Glencore Ltd and 
Glencore Canada Inc respectively, under two distribution agreements. The distribution agreements have 
the same terms as the marketing agreement and consequently, the percentage of distribution fees payable 
by the Group in respect of vanadium pentoxide and ferrovanadium is substantially the same as the 
commission 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 Group’s market 
adviser with respect to its export production of coal (other than for Xstrata Coal’s share of production from 
the Cerrejón thermal coal operation in Colombia). The fee payable to Glencore is US$0.50 per attributable 
tonne of coal exported by the Group from Australia or South Africa.  
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In 2012, the Group entered into market standard forward commodity price derivatives for 1,395,000 tonnes 
(2011: 2,825,000 tonnes) and bought market standard forward commodity price derivatives for nil tonnes 
(2011: nil tonnes) with Glencore as counter-party. During the year ended 31 December 2012, 2,660,000 
sold tonnes and nil bought tonnes were delivered at an average FOB price of US$115.70 and US$nil per 
tonne respectively (2011: 1,845,000 sold tonnes and nil bought tonnes at an average FOB price of 
US$112.31 and US$nil per tonne respectively). At 31 December 2012, 785,000 tonnes (2011: 2,050,000 
tonnes) were contracted with Glencore for delivery in 2013 and 2014. These derivatives are on arm’s-length 
terms and conditions and are included within Derivative financial assets and liabilities (refer to notes 23, 29 
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 
US$328 million (2011 US$313 million) worth of fuel was delivered during the year ended 31 December 
2012. The supply agreement is on arm’s-length terms and prices change monthly according to the world 
market price per barrel. 
 
In February 2010 Cerrejón 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 2012 was US$107 million 
(2011 US$97 million). The supply agreement is on arm’s-length terms and prices change for each shipment 
according to the world market price per barrel. 
 
All coal purchases and sales with Glencore are on arm’s-length terms and conditions. 
 
Copper 
Xstrata Copper has entered into an ‘evergreen’ service agreement with Glencore with a 12 month 
cancellation notice for the supply of advice, support and assistance with regard to its marketing and 
operational hedging activities.  
 
Copper cathode sales agreements for 255,173 tonnes (2011: 287,000 tonnes) were entered into between 
Xstrata Copper Canada, Xstrata Copper North Chile, Xstrata Commodities Middle East and Glencore for 
the period 1 January to 31 December 2012. 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 (2011: 
140,000 tonnes) with Glencore on an ‘evergreen’ basis. The sales terms for the copper concentrate are 
negotiated annually on arm’s-length terms and conditions. Minera Alumbrera Limited on occasions sells 
concentrate to Glencore at prevailing spot market prices. During 2012 these sales amounted to 40,000 
tonnes (2011 nil tonnes). 
 
Copper concentrate sales agreements for 29,000 tonnes (2011: 52,000 tonnes) were entered into between 
Xstrata Copper Tintaya and Glencore based on benchmark terms. 
 
A spot copper concentrate sales agreement for 10,000 tonnes (2011: 25,000 tonnes) was entered into 
between Xstrata Copper Canada and Glencore during 2012. 
 
Copper concentrate sales agreements have been entered into between Xstrata Commodities Middle East 
and Glencore for 200,000 tonnes (2011: 132,000 tonnes) on an ‘evergreen’ basis at benchmark terms. 
Xstrata Commodities Middle East has sold nil tonnes (2011: 30,000 tonnes) of concentrate to Glencore on a 
spot basis on occasions throughout the period at prevailing market terms. 
 
A copper concentrate sales agreement for 180,000 tonnes (2011: 76,000 tonnes) was entered into between 
Xstrata Commodities Middle East and Philippine Associated Smelting and Refining Corporation (PASAR) - 
owned 78% by Glencore International 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 70,000 tonnes (2011: 62,000 
tonnes) with Glencore for copper concentrate for a three year period effective from 1 June 2008 and 
‘evergreen’ thereafter. This agreement is based on annual benchmark terms. Xstrata Copper North 



Queensland has sold 35,000 tonnes (2011 nil tonnes) of concentrate to Glencore on a spot basis during 
2012. Spot copper concentrate purchase agreements were entered into between Xstrata Copper North 
Queensland and Glencore for 11,000 tonnes (2011 nil tonnes) during 2012. 
 
Copper concentrate purchase agreements were entered into between Xstrata Copper North Chile, Xstrata 
Commodities Middle East and Glencore for nil tonnes (2011: 12,000 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 10,000 tonnes (2011: 91,000 tonnes) at spot terms. 
 
Copper blister and anode sales agreements for nil tonnes (2011: 23,830 tonnes) were entered into between 
Xstrata Commodities Middle East and Glencore for the period 1 January to 31 December 2012 at 
benchmark terms. 
 
A sulphuric acid sale agreement for 24,000 tonnes (2011: 20,000 tonnes) was entered into between Xstrata 
Copper North Chile and Glencore for the period 1 January to 31 December 2012 at benchmark terms. A 
9,900 tonnes (2011 nil tonnes) swap contract was entered into during 2012 between Xstrata Copper North 
Chile and Glencore at spot terms. 
 
Molybdenum concentrate sales contracts for 3,223 tonnes (2011: 4,476 tonnes) were entered into between 
Xstrata Copper (Minera Alumbrera Limited/Xstrata Norte Exploraciones) and Glencore for the period 1 
January to 31 December 2012 at market related terms. 
 
Spot magnetite sales contracts for 492,441 tonnes (2011: 450,000 tonnes) were entered into between 
Xstrata Commodities Middle East and Glencore between January and December 2012 at market related 
terms. 
 
All sales transactions with Glencore are on arm’s-length terms and conditions. 
 
Nickel 
In March 2007, Xstrata Nickel entered into sole distributorship agreements with Glencore for its nickel, 
cobalt and Falcondo ferronickel production. These agreements were effective until 31 December 2012 and 
if not otherwise renewed, extended or renegotiated, were automatically renewed for successive three-year 
periods unless terminated by either party with not less than 12 months’ notice prior to the end of the 
original term or any renewal terms, or unless Xstrata Nickel permanently ceases production of these metals. 
The agreement for nickel has been renegotiated and the revised agreement commenced on 1 January 
2013 and will continue until 31 December 2017, with a higher performance floor required of Glencore. It is 
in respect of nickel metal production from the Nikkelverk refinery in Norway only.  
 
In April 2011, Xstrata Nickel and Glencore agreed the principal terms of a Marketing Agreement for 
Koniambo’s ferronickel production. Xstrata Nickel is the exclusive distribution agent for Koniambo, and has 
engaged Glencore as sub-distributor for an initial period ending 31 December 2017. Commissioning 
activities began in the last quarter of 2012. In June 2012, Xstrata Nickel and Glencore agreed to extend the 
terms of the cobalt and Falcondo ferronickel distribution arrangements for an additional six months, to 30 
June 2013. 
 
During the year ended 31 December 2012, Xstrata Nickel sold to Glencore 91,444 tonnes of nickel, 2,969 
tonnes of cobalt, and 15,244 tonnes of nickel in ferronickel (2011: 92,647 tonnes, 2,915 tonnes, and 12,880 
tonnes, respectively). In addition, Glencore prepays monthly to Xstrata Nickel in two equal instalments 
100% of the value of the month’s planned production. The prepayment balance as at 31 December 2012 
amounted to US$47 million (31 December 2011 US$44 million) in favour of Glencore. 
 
Xstrata Nickel also sold refined copper to Glencore under a contract covering the period 1 January to 31 
December 2012, in which Glencore agreed to purchase, on a monthly basis, all copper production not 
otherwise sold by Xstrata Nickel under its long-term contracts. During the year ended 31 December 2012, 
Xstrata Nickel sold to Glencore 8,427 tonnes of copper (2011: 5,903 tonnes under spot arrangements). 
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All purchases, sales and pending transactions with Glencore are on arm’s length terms and conditions as 
agreed in the contracts. 
 
Zinc 
On 1 January 2007, Xstrata Zinc renewed a service agreement for an initial period 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 pricing and structural issues regarding 
hedging and the optimization of internal flows of raw materials. The fees payable by Asturiana under the 
Asturiana Service Agreement are US$2 million per annum. 
 
In 2012, Xstrata Zinc (San Juan de Nieva and Nordenham) agreed to supply Glencore with 295,000 tonnes 
(2011: 258,000 tonnes) of SHG zinc slabs or CGG ingots based on market prices plus the respective FOB 
market premium.  
 
In 2012, Britannia Refined Metals agreed to supply Glencore with 14,307 tonnes (2011: 2,946 tonnes) of 
99.99% refined lead based on market prices 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 2012, Xstrata Zinc Canada made agreements to supply Glencore with 9,220 tonnes of lead metal ingots 
and jumbos. All agreements are based on market prices plus the respective DDP premium (2011: 6,240 
tonnes). 
 
In 2012, Xstrata Zinc (Mt Isa) has an evergreen contract to supply 80,000 tonnes to Glencore (2011: 80,000 
tonnes). During the period January to December 2012, 81,900 tonnes were shipped (2011: 83,545 tonnes). 
 
In 2012 Xstrata Zinc contracted to sell 300,000 tonnes of zinc concentrate to Glencore under an evergreen 
swap contract. In return, Xstrata Zinc contracted to purchase 300,000 tonnes of various zinc concentrate 
qualities delivered to Xstrata Zinc smelters (2011: 300,000 tonnes). 
 
In 2012, Xstrata Zinc sold 80,000 tonnes of zinc concentrate to Glencore under various spot sales contracts. 
The spot contracts were supplied from Antamina mine and McArthur River mine (2011: 123,000 tonnes). 
 
Xstrata Zinc (McArthur River mine) has an agreement to supply Glencore 247,800 tonnes of bulk 
concentrate on an evergreen basis. In 2012, 247,800 tonnes were sold under this agreement (2011: 247,800 
tonnes). Further to the aforementioned agreement, an additional 40,000 tonnes of Brunswick Mine bulk 
concentrate were sold under an annual contract (2011: 40,000 tonnes) and 70,400 tonnes of McArthur River 
mine bulk concentrate were sold under spot contracts (2011: 21,650 tonnes). 
 
In 2012, Xstrata Zinc Canada purchased 38,700 tonnes of lead concentrates from Glencore for delivery to 
the Belledune lead smelter under various spot contracts (2011: 36,800 tonnes). 
 
All evergreen and annual zinc concentrate and bulk concentrate contracts are based on recognised annual 
industry benchmark treatment charges and related terms for price participation and silver payables. Spot 
contracts are negotiated at prevailing market terms.  
 
Technology 
In 2006, Xstrata Technology was contracted to install a copper ISASMELTTM furnace, a lead ISASMELTTM 
furnace and an IsaProcess copper refinery at Kazzinc, a Glencore subsidiary, for US$99 million. The project 
commenced in May 2006 and commissioning was completed in 2012. This transaction with Kazzinc was on 
arm’s-length terms and conditions.  
 
Associates 
Platinum 
The Group acquired 24.6% of Lonmin PLC shares on 6 October 2008 and equity accounts this investment 
as an associate. During 2012, the Group participated in a rights issue for US$202 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 Africa holds a 20.2% (2011: 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% (2011: 33%) interest in Port Kembla Coal Terminal Limited and a 37% 
(2011: 37%) interest in Newcastle Coal Shippers Pty Ltd. Xstrata Coal Australia reimburses these coal 
terminals for its share of coal loading and handling charges. 
 
Zinc 
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 interest in the NIF is held as ordinary units of the 
partnership, which are subordinate to the priority units in respect of cash distributions in any month until 3 
May 2017. In addition, the Group has entered into a supply and processing agreement that continues until 
2 May 2017, and is obligated to sell to the NIF up to 550,000 tonnes of zinc 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$US$0.39192 per pound 
(2011 US$0.393183 per pound) of such payable zinc metal at 31 December 2012.  
 
Joint venture entities 
Coal 
Xstrata Coal has a one-third interest in the Cerrejón thermal coal operation in Colombia. All purchase terms 
and conditions are set on an arm’s-length basis.  
 
Copper 
Xstrata Copper has a 44% interest 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 dmt per year expiring 
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, copper cathode and molybdenum concentrate production in each 
calendar year. These tonnes are purchased from Collahuasi in line with prevailing 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 dmt 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, via its 33.75% equity share in Antamina, purchases 37.50% 
of the uncommitted copper concentrates production in each calendar year. These tonnes are purchased 
from Antamina in line with prevailing benchmark terms. 
 
All concentrate transactions referred to are included as dry metric tonnes whereas cathode transactions are 
included as net metric tonnes. 
 
All other purchases between the joint venture entities and the Group are set on an arm’s-length basis based 
on either spot or benchmark terms in accordance with prevailing market conditions. 
 
Iron Ore 
Xstrata Iron Ore has a 50% interest in El Aouj Mining Company in Mauritania. 
 
All other purchases between the joint venture entities and the Group are set on an arm’s-length basis based 
on either spot or benchmark terms in accordance with prevailing market conditions. 
 



12  |  Xstrata plc Press Release 

APPENDIX D - Statement of directors’ responsibilities in relation to the Group and the 
parent Company financial statements. 
The directors are responsible for preparing 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 (IFRS) as 
adopted by the European Union and have elected to prepare Company financial statements in accordance 
with United Kingdom Generally Accepted Accounting Principles (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 loss 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 suitable accounting policies in accordance with IAS 8: ‘Accounting Policies, 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; 
• make judgements and estimates that are reasonable  

and prudent; 
• provide additional disclosures when compliance with the specific requirements in IFRS is insufficient to 

enable users  
to understand the impact of particular transactions, other events and conditions on the entity’s financial 
position and financial performance;  

• state that the Group has complied with IFRS; and 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 

Company will continue in business. 
 
In the case of the Company’s UK GAAP financial statements, the directors are required to prepare financial 
statements for each financial year which give a true and fair view of the state of affairs of the Company and 
of the profit and loss of the Company for that period. In preparing these financial statements, the directors 
are required to: 
• select suitable accounting policies and then apply  

them consistently; 
• make judgements and estimates that are reasonable  

and prudent;  
• state whether applicable UK Accounting Standards have been followed, subject to any material 

departures disclosed and explained in the financial statements; and 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 

Company will continue in business. 
 
The directors are responsible for keeping proper accounting records which disclose with reasonable 
accuracy at any time the financial position of the Group and the Company and enable them to ensure that 
the Group financial statements and the Remuneration report comply with the Companies Act 2006 and that 
the Group financial 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 irregularities. 
 
Under applicable UK law and regulations the directors are responsible for the preparation of a Directors’ 
report, Remuneration report and Corporate Governance report that comply with the Companies Act 2006 
and regulations. In addition, the directors are responsible for the maintenance and integrity of the 
corporate and financial information included on Xstrata’s website. Legislation in the UK governing the 
preparation and dissemination of financial statements may differ from legislation in other jurisdictions. 



Responsibility statement 
Pursuant to Disclosure and Transparency Rule 4.1.12, each of the directors whose names are listed on 
pages 36 to 37 have confirmed to the best of their knowledge: 

(i) the financial statements, prepared in accordance with the applicable set of accounting standards, give a 
true and fair view of the assets, liabilities, financial position and profit of the Company and the undertakings 
included in the consolidation taken as a whole; and  

(ii) 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 consolidation taken as a whole, together with a description of the principal risks and 
uncertainties that they face. 

End 

 

Neither the content of the company's website nor the content of any other website accessible from hyperlinks on the company's 
website is incorporated into, or forms part of, this announcement 

 

Xstrata contacts: 
Alison Flynn  Pam Bell 
Telephone +44 20 7968 2838  Telephone +44 20 7968 2822 
Mobile +44 7769 314374  Mobile +44 7799 626715 
Email aflynn@xstrata.com  Email pbell@xstrata.com 
 
www.xstrata.com 

 

Notes to editors 

About Xstrata plc  

We are a major producer of a range of vital commodities used in everything from constructing buildings 
and delivering electricity, to developing jet engines and mobile phones. We are one of the top five global 
producers of copper, thermal and metallurgical coal, ferrochrome, zinc and nickel and we also produce 
silver, lead, platinum, gold, cobalt and vanadium. 

Founded in 2002 and headquartered in Switzerland, we operate in over 20 countries and employ over 
70,000 people at more than 100 operations and projects around the world. We work in a responsible and 
sustainable way, with an entrepreneurial spirit and dynamic approach. For more information, visit 
www.xstrata.com. 
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