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Antofagasta Railway Company pic

Directors’ Report

The Directors present their Annual Report and the audited financial statements for the year ended
31 December 2012

Raview of business and future developmaents

The pnncipal activity of Antofagasta Railway Company plc (“the Company”™) dunng the year was
and will continua to be the transport of freight by rail This actwty s based in Chile. The Company
operates through a branch in Chile, the Ferrocarnl Antofagasta a Bolivia ("FCAB”)

The Company uses a humber of financial and non-financial key performanca indicators in order to
measure performance, which are set out below Other key performance indicators relating to the
Antofagasta plc group as a whole, including information relating to employees, health and safety
and the environment, are contained within the Group’s 2012 Annual Report, avaitable from the
Group's website, www antofagasta co uk

2012 2011
Turnaver Us$'000 148,107 142,450
Operating profit US§'000 51,740 52,634
Capital expenditure US$'000 14,760 12,753
Rail tonnage transported 000 tons 5 044 5,258

Tumover Increased by US$5,657,000 or 4% to US$148,107,000 This mainly reftected an increase
In tanffs, parlly offset by a decrease In rail tonnages Opsrating profit decreased by U5$894,000 or
2% to US$51,740,000 as the increased revenue was more than offset by associated increased
operating costs Capital expenditure in the year was US$14,760,000 (2011 — US$12,753,000)

Results and Dwidends

The profit before faxation was US$59,127,000 in 2012 compared with US$74,536,000 in 2011
This decrease reflected substanbally lower dividends paid by subsidiaries Dividends received from
subsidiaries were US$505,000 1in 2012 compared with $15,325,000 in 2011

During 2012 ordinary dividends of $386,515,119 were declared and pard (2011 - nil)

Preference sharas carry the right to a fixed cumulatve dividend of § per cent per annum The
preference shares are classified within barrowings, and preference dividends are included within
finance costs The total cost of preference dividends paid and recognised as an expense in the
income statement was US$158,000 (2011 - US$160,000)

The refained loss of US$95,039,000 {2011 profit — US$62,622,000) has been lransferred to
reserves

In March 2013, accumulated profits of US$129 9 million were remitted out of the Chilean branch,
incurnng withholding taxes of US$29 million Of the net proceeds an Intenm ordinary dividend of
US$100 9 million was declared in respect of 2013 and pald to shareholders in May 2013

Fixed assets
Details of movements in tangible fixed assets during the year are given in Note 7 to the accounts

o
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Antofagasta Railway Company plc

Directors’ Report (continued)
Going Concern

The Company's business activiies, together with those factors likely to affect its future
performance, are set out In the Review of business. Details of the key risks facing the Company
and financial nsk management, including details on the management of liquidity and credit nsk, are
set out below

In assassing the Company's going concern status the Directars have taken into account the above
factors, Including the net cash position, markel expectations i the medium-term, and the
Company’s capital expenditure and finanding plans In considering the net current liability position
of the Company as at 31 December 2012, the Directors consider that the Company will continue to
enjoy the support of its parent company I1n tha foreseeable future

After making appropriate enquines, the Directors consider that the Company has adegquate
resources to continue in operational exstence for the foreseeable future and that it is appropriate 10
adopt the going concern basis In prepanng the financial statements

Principal risks and uncertainties
Introduction

The Company s exposed to a range of risks and uncertainties which may affect it These nsks
include strategic, commercial, operational, regulatory and financial risks A summary of the key
nsks facng the Company Is set out below There may be additonal nsks unknown to the Company
and other nsks, currently believed to be significant, could turn out to be signficant These nsks,
whether thay materlaliss individually or simultaneously, could signficantly affect the Company's
business and financial results In addition to the Company-specific risks discussed below, the risks
and uncertainties relating to the Antofagasta plc Group as a whole are descnbed in the Group’s
Annual Report, available from the Group's webslte

Economic environment and customer demand

The Company's main business s the transportation of copper cathodes from, and sulphunc acd to,
copper mines located in the Antofagasta region of Chile As such, demand for the Company’s
services Is affected by the perfarmance of the copper mining industry and the development of new
mining projects in thai region

The finandlal perfermance of mining companies I1s directly related to commodity price levels, which
ara influenced strongly by world economic growth, and can fluctuate widely Demand for supplies,
equipment, skilled personnel and contractors could affect capilal and operating costs, which may
impact the development of new mining projects and the expansion of existing mining operations

Miring operations and project developments are also subject io a number of arcumstances not
wholly within their contral, Induding damage to or breakdown of equipment or infrastructure, natural
disasters, unexpected geological variations and industnal achons Increasing regulatory and
environmental approvals and litigaton could result in significant delays in construction and/or
Increases i construction costs These events could materially and adversely affect a mining
project's economics or its successful completion

Operational risks

The costs of capital projects or on-going operating expenses could increase heyond current levels,
due to changes in the general economic environment or project spectfic faclors, resulting in a
reduction in profitability.
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Antofagasta Railway Company plc

Directors’ Report (continued)
Political environment

The Company could be affected by any pohtical or regulatory developments in any of the areas in
which it operates, including controls on imports, exports and prices, expropriation of assets, or new
forms or rates of taxation and royalhes

Health, safety and environment

The Company operates in an industry that 1s subject to numerous health and safety laws and
regulations Developments i regulatory standards could result In increased costs and/or litigation,
which could impact on earnings and cash flows

Financlal risk and risk management

The Company periodically uses derivative financial instruments to reduce exposure to foreign
exchange movements The Company does not use such dervative Instruments for speculative
trading purposes The Company did not apply the hedge accounting provisions of FRS 26
“Financial Instruments Recogniion and Measurement” in either 2012 or 2011 Accordingly, any
derivatives are measured at each balance sheet date at farr value Gains and losses ansing from
changes In fair value of exchange derivatives are included in the profit and loss account for the
year

Foreign exchange risk

The Company is exposed to a vanety of currencies The currency 1n which the majonty of the
Company's sales and operating costs are determined is the US doilar In additon to the US dollar,
the Chilean peso s the most important currency influencing costs and, to a lesser extent, sales

The functional and presentation currency of the Company for internal and external reporting is the
US dollar, given its significance to the Company's operations The US dollar 1s also the principal
cumency for barrowing and holding surplus cash, although a portion of this may be held in other
currencies, notably Chilean pesos, to mest short-term operational and capital commitments

When considered appropnate the Company uses forward exchange contracts and currency swaps
to limit the effects of movements in exchange rates In foreign currency denominated assets and
liablides. The Company also uses these Instruments to reduce currency exposure on future
transactions and cash flows

Interest rate risk

The Company's pelicy 1s generally to invest cash at floating rates  Fluctuations in interest rates
may impact on lhe Company’s net finance Income, and to a lesser extent, the value of financial
assets The Company's borrowings are genarally at fixed interest rates or are non-interest beanng,
and accordingly the Company Is not exposed to significant nsk from fluctuations in interest rates in
respect of its borrowings

Price risk

The mayonty of the Company’s sales are based on medum to long-term contracts with customers
for which transporl tariffs are adjusted for inflatton in the US and Chile, and fuel pnces Tanffs are
also based on transport volumes and transport distances Prices achieved by the Company may
therefore vary with these factors
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Antofagasta Railway Company plc

Directors’ Report (Continued)
Credit risk

Credit nsk arises from trade and other recaivables, cash 1n bank and in hand and term deposits.
The Company's credit nsk 1s pnimanly related to trade receivables The credit nsk on cash in bank
and in hand and term deposits is hmited because the counterparties are banks with high credit
ratings assigned by international credit agencles The carrying vatue of financial assets recorded in
the financial statements represents the maximum exposure to credit nsk  The amounts presented
in the balance sheet are net of allowances for any doubtful receivables

Cash flow risk

The Company's future cash flows depend on a number of factors, including transport tariffs,
transport volumes, operating costs, capital expenditure levels and financial income and costs lts
cash flows are therefore subject to the exchange rate, interest rate and price risks described above
as well as operational factors and input costs

Liquldity risk

The Company typically holds surplus cash balances either on demand deposits or short-term
deposits The majonty of borrowings are intercompany n nature Atthe end of both 2012 and 2011,
the Company was in a net cash position, including term deposits

Critical accounting judgements and key sources of estimation uncertainty

Determining many of the amounts included in the financial statements involves the use of
judgement and/or esttmation based on management's bast knowledge of the relevant facts and
arcumstances, having regard to pnor experience, but actual results may differ from the amounts
included in the financial statements. Changes in judgements or the assumphons underlying
estimates could result in a significant impact on the financial statements Details of principal
accounting policies are set out in Note 1(b} to the financial statements and detalls of cntcal
accounting judgements and key sources of estimation uncertainty are set out In Note (c) to the
financial statements

Environment

The environmental policies and activites for the Antofagasta ple group as a whole are discussed
on pages 58 - 61 in the Group's 2012 Annual Report, available fram the Group's website

Directors
The following wera Directors throughout the year and subsequently unless otherwise stated

J-P Luksic

GS Menendez
RF Jara

DR O'Conor

J Lavin

CR Miadinic

Creditor days

The Company does not trade in the United Kingdam Creditor days for the Company have been
calculated at 66 days (2011 — 80 days) Credit terms are agreed with individual suppliers and
payment is made in accordance with terms agreed
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Antofagasta Railway Company plc

Directors' Report (Continued)
Insurance

During the year the parent company, Antofagasta plc, purchased Directors’ and Officers’ habllity
Insurance on behalf of the Group as permitted by s232 to 5238 of the Companies Act 2006

Auditor
In the case of each of the persons who is a Director at the date of approval of this Annual Report

+ so far as he I1s aware, there 1s no relevant audit information of which the Company's auditor 1s
unaware, and

» e has taken all steps that he ought to have taken as a Director in order to make himself aware
of any relevant audit information and to establish that the Company's auditor |s aware of that
infarmation

For these purposes, “relevant audit information® means information needed by the Company's
auditor in connection with prepanng their report

This statement is made and should be interpreted In accordance with the provisions of Section 418
of the Companies Act 2006

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

By Order of the Board

Jeat ‘?au\ LU kaic

Cleveland Hduse
33 King Strest, St James's
London SW1Y 6RJ

24 June 2013
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Antofagasta Railway Company plc

Statement of Directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financlal statements in
accordance with applicable law and regulations

Company law requires the directors to prepars financial statements for each financial year Under
that law the directors have elected to prepare the financial statements in accordance with Urited
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law} Under company law the directors must not approve the financial statements unless
thay are satisfied that thay give a true and fair view of the state of affalrs of the company and of the
profit or loss of the company for that period In prepanng these financial statements, the directors
are required to

. select sultable accounting policies and then apply them consistently,

. make judgments and accounting estimates that are reasonable and prudent,

. state whether applicable UK Accounting Standards have been followed, subject to any
matenal departures disclosed and explained In the financial statements, and

. prepare the financlal statements on the golng concern basis unless it 1s inappropriate to

presume that the company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company's transactions and disclose with reasonable accuracy at any time the
financial position of the company and enable them to ensure that the financial stalements comply
with the Compames Act 2006 They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.
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Antofagasta Railway Company plc

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ANTOFAGASTA
RAILWAY COMPANY PLC

We have audited the financial statements of Antofagasta Railway Company pic for the year ended 31 December 2012,

which compnsa the Profit and Loss Account, the Note of Histoncal Cost Profits and Losses, the Batance Sheet and the

related notes 1to 20 The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards (United Kingdom Generaily Accepted Accounting Practice)

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audit work has been undertaken so that we might state to the company’s members those matters we are
required to state to them in an auditor's repart and for no other purpose To the fullest extent perrnittad by law, we do not
accept or assume responsibliity to anyone other than tha company and the company’s members as a body, for our audit
work, for this report, or for the cpinions we have formed

Respective responsibllities of directors and auditor

As explained more fully in the Directors' Responsibilibes Statement, the directors are responsible for the praparation of the
financiat statements and for being satisfied that they grve a true and fair view Our responsibility is to audit and express an
opinion on the financial statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disciosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal muisstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropnate to the company's circurmstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates made by the
directors, and the overal! presentation of the financial statements In addition, we read all the financial and non-financial
information In the annual report to identify material inconsistencies with the audited financial statements and to identify any
information that is apparently materially incorrect based on, or matenally inconsistent with, the knowledge acquired by us in
the course of performing the audit |f we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report

Opinion on financial statements

In our opinion the financial statements
* give a true and fair view of the state of the company's affairs as at 31 December 2012 and of its loss for the year
then ended,
+ have bean properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
+  have been prepared In accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinlon the information given in the Directors' Report for the financial year for which the financial statements are
prepared Is consistent with the financlal statements

Matters on which wa are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us o report to you if,

in our opinion
e  adequate accounting recards have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or
+ the financial statements are not in agreement with the accounting records and returns, or
s certan disclosures of directors’ remuneration specified by law are not made, or
+  we have not recerved all the information and explanations we require for our audit

Cpter

Christopher Thomas ACA (Senior statutory auditor)
for and on behaif of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, UK

14 June 2013
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Antofagasta Railway Company plc

Profit and Loss Account for the year ended 31 December 2012

2012 2011
Notas ussooo uUss'o0o
Turnaver 148,107 142,450
Cost of sales {75,969) {76,069)
Gross profit 72,138 66 381
Administretive expanses (18,418) (17,415)
Other cperating expense (2,558) - {986}
Other operating income 578 4,664
Opeorating profit 51,740 52,634
Proftt on disposal of fixed assets 5,281 3,668
Income from other fixed asset Investments 505 15,325
Net finance income 2 1,601 2,809
Profit on ordinary activities before taxation 3 59,127 74,536
Tax on profit on ordinary activities 4 (154,1886) {11,914)
{Losa)Prcfit on ordinary activities after taxation
and retalned (less)/profit for the year ;] {95,039) 62,622

Buring the year endad 31 December 2012 ordinary dividends of US$386,515,119 (2011 —~ nil} were declared and paid

Tha movements in reserves for the year are anslysed in Note 8 There were no operatlons ather than continuing operations
during the year

There were no recognisad galns or losses In elther period other than as Included within the profit and loss account above
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Antofagasta Railway Company plc

Note of Historical Cost Profits and Losses for the year ended

31 December 2012

Reported profit on ordinary activities before taxation

Differance between historical cost depreciation charge and actual
depreciation charge in the year calculated on the re-valued amount

Historical profit on ordinary activities befere tax and dividends

Retained {loss)profit for the financial year on an historical cost basls
after taxation and dividends
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Antofagasta Railway Company plc
Balance Sheet as at 31 December 2012

Fixed assets

Tangible fixed assets

Investments in subsidiary undertakings
Investments

Current assets

Dabtors dus after more than one year
Debtors due within one year

Current asset investments — term deposids
Cash et bank and in hand

Creditors - amounts falling due within one year
Loans

Trade and other credilors

Deferred tax Babllity

Amounts owed to parent undertaking

Amounts owed 1o fellow subsidiary undertakings

Net curcent (liabllitles)/assets
Total assets less current [labliities
Loans dua after more than ana year

Provisions for llabilitles

Not asssts

Capital and reserves
Share capltal
Revaluslion reserve
Profit and loss account

Total gshareholders’ funds

Nofes

-]

10
10

13
12

4k)

13

14

[+]

16

Compw{ /}M56r '
00027767

2012 2011
Uss$'o00 US$000
146,903 141,837

78,754 78,754
13 13

225 870 220,404
10,128 120,762
21,057 24,818
170,003 507,281
2178 352
203,368 653,211
{168) {188)
(11,950) (15.047)
(7.770) {4,889)

(134,364) (140,305)
{90,752 {50,541)

(245,004) (210,950}
{41,838) 442,261
184,031 662,665

(3.233) £3,102)
(11,331) (8,541)
169,458 651,022

1,372 11,372

11,504 11,973
146,592 627,677
169,468 651,022

The financial statements of Antofagasta Railway Company plc, registered number 27767 were approved by the Board and

ed on its behalf an 24 June 2013
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Antofagasta Railway Company plc
Notes to the Financial Statements — 31 December 2012

Basis of Preparation, Principal Accounting Policies and Key Sources of
Estimation Uncertainty and Critical Accounting Judgements

Basls of Preparation

Thresa financial statements have been prepared in accordance with Unlted Kingdom generally accepted accounting practice
{"UK GAAP"} and In accordance with UK company law The financial Information has been prepared on an hislorical cost
basis, as modified by the revaluation of certain tangble fixed assets, available for sale investments and the use of fair
values to measure certain financal instrumants  Tha financia! Information has also been prepared on a going concern basis
as explalned In the Directors’ Report

The functional and presentation currancy of the Company s the US dollar

A summary of the principal accounting policies Ia set out below

Principal Accounting Policles

Exemption from prepering group accounts

The Company has taken advantage of the exemption from preparing consolldated accounts afforded by Sectlon 400 of the
Companies Act 2006 because it 1s a wholly-owned subsidiary of Anlofagasta ple which prepares consolidated accounts
which are publicly avalable, and as such these financial stataments contaln financlal infformation about the Company as an
individual undertaking and not about s group

Currency translation

The Company's functional currency and presentation currency Is the US dollar  Transactlons denominated In other
currencles, including the Issue of shares, are translated at the rate of exchange rubng on the date of the transaction

Monetary assets and liabilitles, Including amounts due from or te subskiaries, are translated at the rate of exchange nling
at the end of the financial year Exchange differances are charged or credited to the profit and loss account in the year in
which they arlse

Turnover and revenus recognition

Turnover represents the value of goods and services supplied to third panties during the yaar Turnover s measured al the
far value of consideration received or recewvabie, and excludes any applicable sales tax A sale is recognised when the
significant risks and rewards of ownership have passed This 1s generally when title and any insuranca risk has passed to
the customer, and ths goods have been delivered to a contractually agreed location or when any services have been
pravided The Company has only one business and geographical segment, relating to the transport of freight by rail in Chile

Interest is accounted for on an accruals basis Dmwidends proposed by subsidiaries are recognised as income by the
Company when they represent a present obligation of the subsidiaries, 1& In the pencd in which they are formally approved
for payment

Tanglble fixed assets and depreciation

Tangible {ixed assets are stated at cost less depreclation or any provisions for Impairment or, where previously revalued
pror to the Implementation of FRS 15, “Tangble Fixed Assets”, at the revaived book amount as permilled under the
transiional provisions of FRS 15 Cost comprises the purchase prce and any costs directly attributable to bring the asset to
the location and condition necessary for it to be capable of operating In the manner Intended

Depreciation Is provided to write down the camying value of fixed assets lo thelr estimated reswdual value in equal
instaiments at the following rates based on thelr estimated useful lives
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Antofagasta Railway Company plc
Notes to the Financial Statements — 31 Decembar 2012 (continued)

Fraghold land - {reghold land is not depreciated

Buildings and infrastruciure — straight-ine basis over 10 to 25 years

Railway track ~ stralght-ine basis over 20 to 25 years

Wagons and rolling stock - straight-line basls over 10 to 20 yaars

Macknery, equipment and other assets - straight-line basis over 5 o 10 years

- o QO 0 o o

Assels under construction — no depreciation until asset s avallable for use

Impatrment of property, plant and equlpment

Properly, plant and equipment are reviewed for impairment if there is any indication that the carrying amourt may not be
recoveraple If any such Indication exists, the recoverable amount of the asset Is estimaled in arder to determine the axtent
of the impairment, if any Where the asset does not generate cash flows that are wdependent from other assets, the
Company estim ates the recoverable amount of the cash-generating unit to which the asset belongs

Recoverable amount Is the higher of fair value less costs ta seil and value in use In assessing valus in yse, the esimated
fulure cash flows are discounted to thelr present value, using a pra-tax discount rate that reflects current market
assessments of the tima value of mongy and the risks specific to the asset for which estimetes of future cash flows have not
been adjusied

If the recoverable amount of an asset of cash-generating und is estimated to be less than its carrying amount, the carmying
amount is reduced to the recoverable amount An impairmert charga is recogmsed in the income statement immediately
Whera an impairment subsequently reverses, the carrying amount 15 mcreased to the revised estimate of recoverable
amount, but so that the increased carrying amount does not exceed the canrying value that woukd have been determined If
no Impalrment had previously been recognised A reversal is recognised In the income statement Immediately

Investments In subsidiaries

Investments In subsidianes represent aquity holdings In subsidiaries and long-term amounts owed by subswdiarles Such
Investmenis are staled at cost less any provislon for impairment. Investments are reviewed for Impakment If avents or
changes in clrcumstances Indicate that the carrying amount may not be recoverable  When a review for imparment is
conducted, the recoverable amount Is assessed by reference to the net present value of expected future cash flows of the
relgvant income generating unt or disposal value if higher

Taxation

Tax expense comprises the charges or credits for the period ratating to both current and deferred tax.

Current tax Is based on taxable proflt for the year Taxable profit may differ from net profit as reported n the income
statement because It excludes tems of incoms or expense that are laxable and deductible in different years and also
excludes ltema that are not taxable or deductible The fiabilty for currant tax 15 calculated using tax rates which have been
anacted or substantively enacted at tha balance sheet date

Deferred tax is provided [n full on timing driferences that result in an obligation af the batance sheet date to pay more tax, or
a right to pay less tax, at a future date, at rates expecied to apply when they crysteliise based on tax rates that have been
enacted or substantively enacted by the balance sheet date, and law Timing differences arlse fram the inclusion of dems of
Income and expenditure In taxation computations tn periods differant from those in which they are included in financial
statements

Deferced tax 1s not provided on timing differences arising from the revaluation of fixed assets where there fs no commitrnent
to sell the asset, or on unremitted eamings of subsidiaries and associates where there is no commadment to remit these
eamings Deferred tax assets are recognised to the extent that it 1s regarded as more likely than not that they will be
recovered Deferred tax assets and liabilities are not discounted
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(ix)

(x}

(i)

Antofagasta Railway Company plc
Notes to the Financial Statements — 31 December 2012 (continued)

Retirement benefits and saverance indemnities

The Company operates defined contnbution schemes for a imited number of employees For such schemes, the amount
charged to the income statement :a the contnbutlons paid or payable in the year

Employment terms may also provide for payment of a severance indemnity whan an employment contract comes to an end
This 1s typically at the rate of one month for each year of service (and may be subject 1o a cap as to the number of qualifying
years of service) and based on final salary level The calculation of the severance ndemnity obligation is based on
valuatlons performed by an independent actuary using the projected unit credit method which are regularly updaled The
obligation recognisad In the balance sheet reprasents the present value of the severance indemnity obligation  Actuarial
gains and losses are immed|ately recognised in the income statement within oparating cost

Dividends payable

Any dividends proposed are recognisad when they represent a present obhigation, 1e in the period in which thay are
formally approved for payment. Accordingly, any intenm dividend Is recognised when paid and any final dvidend is
recegnised when approved by shareholders

Current asset investments and cash at bank and in hand

Current asset investments comprise highly liquid investments that are readily convertible into known amourts of cash and
which are subject to msignificant risks of changes in vatue, typcally matunng within welve months

Cash at bank and in hand comprise cash in hand and deposits repayable on demand

Other financial Inatruments

Financlal assets and financia! habilities are recognised on the Company’s balance gheet when the Company becomes a
parly to the contractual provisions of the instrument

a fnvestments - Investments which are not subsidiaries, associates or joint venlures are imtialy measured at cost,
including tranaaction costs

Investments are classified as either held-for-trading or available-for-sale, and are normally measured al subsequent
reporting dales at fair value Investments \n equity Instruments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured are measured at cost

Where securitles are held for trading purposes, gains and losses ansing from changes in falr value are ncluded In net
proft or loss for the perlod For available-for-sale investments, gains and losses arsing from changes in fair value are
recognised in profit of loss,

Dividends on avalable for sale equity investments are recognised in the income statement when the nght to receive
payment is esteblished

b. Trade and other recelvables - Trade and cther receivables do not generally carry any inlerest and are normally stated
at their nominal value as reduced by appropriale allowances for estimated irecoverable amounts

[ Trade and octher payables - Trade and other payables are generally not interest bearing and are nomally stated at
thelr nominal value

o Borrowings {loans and preference shares) - Interest-bearing loans and bank overdrafts are recorded at the proceeds
recerved, net of direct issue cosis

Finance charges, [ncluding premiums payable on settlement or redemption and direct 13sua costs, are accounted for
on an accruals basls using the effective interast rate method Amounts are recorded as financing costs in the Income
statement Fmnance charges are added to the carrying amount of the instrument to the extent that they are not settled
in tha penod In which they anse

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

Intercompany bormrowings are non-interest bearing
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(c)
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(i)

Antofagasta Railway Company plc
Notes to the Financial Statements — 31 December 2012 (continued)

e Equity mstruments - Equiy Instruments issued are recorded at the proceeds fecelved, net of direct issue costs
Equity instruments of the Company comprise its sterling-denominated issued ordinary share capital and related share
pramium

As explained in Note 1{bXn), the functional and presentation currency of the Company (s the US dollar, and ordinary
shara capital and share premium are {ranstated Into US dollars at historical rates of exchange based on dates of
issue

f Dervative financial instruments - the Company occaslonally uses derivative financial instruments to reduce exposure
to forelgn exchange movementis. The Company does not use such denvatlve instruments for trading purposes The
Company has not presently applied the hedge accounting pravisions of FRS 26 “Financial Instruments Recogrution
and Measurement”

Accordingly, derivatives are intlally measured at cost (which may be nli} including transaction costs, and are
measured at subsequent reporting dates at falr value Gains and losses arlsing from changes In far velue are
included in the profil and loss accourt within et finance costs

Any derivalives embedded in other financial instruments or other host contracts are trealed as separate derivatlves
when their risks and characteristics are nol closely related 1o those of host contracts and the host coniracts are not
carried at far value  Changes In fair value ara reporied in the profit and loss for the period

The Company 1s a whaly-owned subsidiary of Antofagasta plc and has taken advantage of the exemption in Financal
Reporting Standard 29 “Finanglal Instruments Disclosures” from the detailed disclosure requirements of that standard

Related party transactions

The Company is a wholly-owned subswdlary of Antofagasta ple and as permitted by Financlal Reporting Standard 8 “Related
Party disclosures” transactions with other wholly-owned subsidlaries in the Greup are not disclosed

Key sources of estimation uncertainty and critical accounting judgements

The preparation of financial statements in conformity with UK GAAP requires the use of estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financlal statements and the reported amounts of
revenues and expenses during the period  Aithough these estimates are based on management’s best knowledge of the
amount, avent or actions, actual resulis may differ from those esbmates. Information about such judgements and estimates
is Included in the principal accounting policles in Note 1{b} or the ather notes to the financial statements, and the key areas
are set out below

Useful economic lives of tangible fixed assots

As explained in Note 1{bXv), langible fixed sssets are depreciated on a straight-line basls over their useful economic Iives
Management reviews the appropristeness of useful economic Iives at least annually and any changes could affect
prospective depreciation rates and asset carrying vatues

Impalrment of tangible fixed assots

As explained in Note 1(b){v), the Company reviews the carrying valua of I3 tanglble fixed assets to determine whether there
1 any indication that those assels are impalred In making assessments for imparment, assets that do not generate
independent cash flows are allocaled to an appropriate income generaling unit ("IGU") The recoverable amount of those
assels, or IGU, Is measured & the higher of ther fair value less costs io sell and value in use

Management necessarly applies s judgement in allocating assets o IGUs, in estimgiing the probabildy, ming and vahe of
underlying cash flows and in selecting appropriate discount rates (o be applied within the value n use calculation
Subsequent changes to IGU allocation or estimates and assumptions in the value in use calculaiion could impact the
carrying value of the respective assels

Severance Indemnitles

As explained in Note 1(b){vill), the expected costs of sevarance Indemnittes relsting to employee service during the period
are charged to the Income statement Any acluanal gains or losses, which can arise from differences between expected
and aciual outcomes or changes In actuanal assumptions, are recogrised smmediately in the income slatement withun

operating cost

Assumplions in respect of the expected costs are set In consultation with an independent actuary These Include the
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Antofagasta Railway Company plc
Notes to the Financial Statemants — 31 December 2012 (continyed)

Severance Indemnitles {continued)

selection of the discount rate used, service lives and expecied rates of salary Increases While management believes the
assumptions used are appropriate, a change in the assumptions used would impact the earnings of the Company

2 Net finance income

2012 2011
Uss$'000 us$'000
Interest recelvable 3,838 3,133
Unwinding of discount ~ severance ¥abiliy {462) {(775)
Net interest receivable 3,474 2,358
Foreign exchange derfvalives - (2,338)
Preference dividends ' (158) (160}
Foreign exchange (losses)/gains {1,718) 3,107
1,801 2,909

3 Profit on ordinary activities before taxation

Prafit on ordinary activiles befora tax [e stated aflar charging/ (crediting)

2012 2011
uss$'so0 Us$'000
Dapreciation 9,272 7,954
Prafit on disposal of fixed assats (5,281) {3.668)
Wages and sdarles 23,072 18,334
Social security costs 886 881
Post-employment benefits -~ severance chargel{credit) In year 2,122 {4,209)

Fees payable to the Company's auddors for the audt of the Company annual accounts lotal US$E77,000 {2041 —
U5%95,000) Amounts pald to Delotte LLP were parly bome by Antofagasta Services Limited, a fellow Group subsidiary
{2012 US$ 8,000, 2011 US$3 000) In addition, fees of US$39,000 wera pald by the Company for non-audit sarvices (2011
- USSE0,000 for audit related services)
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{a)

Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2012 (Centinued)

Profit on ordinary activities before taxation {continued)

Thae average number of employees including directors by location and class of business during tha year was

2012 2011
Number Number
Chie
- Railway operations in Northem Chlle 637 591
- Management and administration 190 176
827 787
Directors' remuneration

2012 2011
Total directors’ remuneration Uss'o00 USS'000
Base salary and fees 1&54 1,482

Highest pald director
Basa salary and fees 1,404 1,354

The highest paid direclor is Mr Luksic Mr Luksic has a contract for services wilh the Company which has a one month

natlce perlod

Tax on profit on ordinary activities

Analysis of tax charge for the year

The Company fs resident outside the United Kingdom and accordingly is not fiable to United Kingdom corporation tax The
Company was liable lo Chilean corporation tax at the rate of 20% (2011 — 20%) on profits arising in Chile, with further tax

payable of 35% less underlying tax already pald on such profits disttibuted overseas

The rete of first category {i @ corporation) tax in Chile remaned at 20% in 2012 The rale was Iniliatly dacreased to 18 5%
according to amendments to the Chilean tax regime inireduced in 2010 Hawever, in the second half of 2012 the Chilaan
government passed a bill to increase the rate back lo 20% and to apply thls increase retrospectively with effect from 1

January 2012

The Company's tax charge for the year comprises current and deferred tax as set out below

2012 201
uss'ooo uss'oco
Current tax charge for the year
- Chilean corporation tax 9,965 9,755
= Chilean withholding tax 141,320 -
Total currant tax 151,285 9,755
Deferrad tax charge for the year
- originabion and reversal of timing diferences 2,881 2,158
Tax charge for the yaar * 154,168 11,914

Chitean withholding tax arose following the daclaration of dividends of US$386,515,119 duning the year as descnbed in note

5
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Antofagasta Railway Company plc
Notas to the Financlal Statements - 31 December 2012 (Continued)

Tax on profit on ordinary activities {continued)

(b) Analysis of deferred tax llability

The net deferred tax liabflity at the end of the year Ia analysed below between its main components

2012 2011

Uss'oon US¥$'000

Accelerated capital alowances {11,710} (8,3233)
Timing differences on severance provision and other balance sheet iltems 3,940 3,444
Net deferred tax llabllity at end of year . (7.770) {4 889)

The movement in the deferred tax balance during the year s anafysed below

Deferred tax
labllity

US$000
Balance at 1 January 2012 (4,889)
Charge to tax on profit for the year {2,881)

Balance at 31 December 2012 [7{!70!

In accordance with FRS 19 Defarred tax, tax that could be payable on unremitted sarrmings is provided for only when the
refated dividends are aeccrued for Accordingly, no deferred wilhholding tax is provided for in respect of dividends which
have been or which may be declared after the balance sheet date As disclosed in note 19, In March 2013 the Company
remitted accumulated profits of US$129 8 milion out of the Chilean tranch, incurring withholding taxes of US$29 million
Those withhalding taxes will accordingly be recognised as a charge in the 2013 results

(c) Factors affecting the current tax charge for the year

The pnncipal factors affecting the current tax charge for the year are set out below

2012 2M1

ussooo Us$'000

Profit on ordinary actlvities before tax 59,127 74,538
Profit on ordinary activitles multiphed by the standard rate of

corporation tax in Chile of 20% {2011 - 20%) 11,825 14,807

Caprtal allowances in the year [n excess of depreciation (3.377) (524)

Other iming diiferences reflected in deferred tax charge 498 {1,635)

Factors reflected in deferred tax charge for the year (2.881) (2,159)

Chlfean withholding tax 141,320 -
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Antofagasta Railway Company plc
Notes to the Financial Statements — 31 December 2012 (Continued)

Tax on profit on ordinary activities (continued)

Dividend Income from other fixed asset investment not subject

(3.085)

633

(561}

to further tax on receipt (101)
Exghange differences on current tax {140)
Cther adlustments 1,262
Current tax charge for the year 151,285

9,755

Dividend Income from investments in Chile is recelved out of the post-stax profits of the invesiments and Is not subject to

further tax on recelpt

Dividends

During 2012 ordinary dividends of US$386,515,118 (2011 - nil}, amounting to LS380 25 per share, were declared and paid,
This consists of an ordinary dividend of US$286,615,119 (2011 - nll) and another ordinary dividend of U5%$99,900,000

Preference dividends have been included within Interest expense (see Note 2} and amounted 1o US$158,000 (2011 -

US$160.000)
Reserves
Proflt and
Revaluation loas
reserve account Total
ugsaed uUs$'000 uss$'o00
Balance at 1 January 2012 11,973 627,677 639,650
Retalned profit / loss for the year - {95,039) {95,039)
Dwidend - (388,515} {388,515) |
Ravaluation surplus reallsed as a tesull of the diffarence
between historical cost depreciation and the actua!
depreciation charge In the year {469) 469 -
Balance at 31 December 2012 11,504 148,592 158,006
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Antofagasta Railway Company plc
Notes to the Financilal Statements — 31 December 2012 (Continued)

7 Tangible fixed assets

Bulldings Wagons &  Machinery
; Fraehold &Infra« Rallway rolling  equipment  Assets under
! land  structure track stock & others  construction Totel
! us$000 UsSS$'000 US$000 uss-ooo Uss$'0o0 Uss'o00  UsS$'000
! Cost or vatuation
1 January 2012 12,500 17,185 61,070 88,780 30,598 9.855 219,988
Reclassifications/transfarg - 1,092 ar 3,734 {3,598) (1,282) -
Additions - 2 3,904 599 4,212 8,043 14,760
Disposals {40} - {388) {15) {59) {502)
31 December 2012 12,460 18,279 6&911 2-2122 31,197 14 577 234&48
Depreciation
1 January 2012 - (6,151} (15,833) (45,135) (11,432) - {78,351)
Charge for the year - (870) {2,378) (5.213) {813) - (8.272)
Disposals - - 265 15 - 280
31 Decomber 2012 - (7,(21) {18,008) (50,083) {12,230} - (87,343)
Net book value
31 December 2012 12,500 11&8 47,002 42,639 18,967 14 577 146 803
31 December 2011 12,500 11,034 45 437 43 645 19,166 9855 141,637

The rallway track (excluding linesida equipment) and the freehold land were both previously revatued, resulting in an uplift in
the value of these assets of US$18 6 milion in 2002

The historical cost and ralated depreciation of total land and raibway track are as follows

Land ~ cosl

= accumulated deprectation

—  net book value

Railway track - cost

- accumulated depreciation
-~ net book value

2012 2011
ussaoc us$'000
8,112 8,112
8112 8,112
52,803 48,862
{12,817) (11,010}
39,886 37,852

At 31 December 2012, the Company had enteraed Into contractual commitments {or the acqusition of tangible fixed assets
amounting to US$108,000 (2011 - US$214,000)
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Antofagasta Railway Company plc
Notes to the Financial Statements — 31 December 2012 (continued)

8 Investments in subsidiary undertakings
Total
uss‘oot
Investrent at 1 January 2012 and 31 December 2012 78,754
Country of Effective
Incorporation equity
and operation Nature of husiness  Shareholding
Diract subsidiary undertakings of
parent company
Inmgblilaria Punta de Rieles Ltda Chile Holding company and real estate 100%
Northern Mines SCM Chila Mining 100%
Tho Andes Trust (Chile) SA Chile Holding company 100%
Forestal SA Chile Forestry 100%
Servicios de Transportes integrados Ltda Chlle Transport 100%
FCAB Ingenlenay Servicios Lida Chile Engineering services 100%
Indirgct subsidiary undertakings
Aguas de Antofagasta SA Chile Water distribution 100%
Atacama Aguas y Tecnologla Lida Chile Water distribution 100%
Empresa Ferroviaria Andina SA Bollvia Transport 50%
FCAB Embarcadores Ltda Chile Transport 100%
Serviclos Logisticos Capricornio Lida Chite Transport 100%
Emlsa Antofagasta SA Chile Engineering sarvices 100%
Minera Santa Marganta de Astillas SCM Chila Mining 5%
Minera Penacho Blanco SA Chile Mining 66%
Bollvian Rall Investors Company Inc United States Holding company 100%
Blue Ocean QOverseas Inc Brlgh Virgin | Holding company 100%
Inversionea Ferrobal Lida Bolivia Holding company 100%
Inversions Bellvian Raliways SA Bolivia Holding company 100%
Chiguana Cargo SRL Bolivia Transport 100%
Tahona Anstalt Llechtenstein Holding company 100%
9 Investmaents
us$'00o
Investment st 1 January 2012 13
Movement in falr value —_—
Investment at 31 December 2012 13
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Antofagasta Railway Company plc
Notes to the Financial Statements — 31 December 2012 (Continued)

10 Debtors

2012 2011
uss'ooo uss'ooo

Amounts dua after more than one year

Amounts owed by other Group entities 10128 120,762

Amounts due within ona year

Trade debtors 16,978 21,856

Amounts dus from other group companles 403 1,109

Other debtaors and prepayments 3,676 1,751
21,057 24,816
31,185 145,578

11 Derivative financial instruments

The Company perlodically uses foreign exchange derlvatives to reduce s exposure to fluctuations In the falr valus of non
US dollar denominated assets or lisbilties During the year anded 31 December 2012 no galns or losses were recognised
within other financa items in respact of such Instruments {2011 — loss of US$2 4 millon) and as at 31 December 2012 there
were no open dervative Instruments

12 Trade and other creditors (amounts falling due within one year)

2012 2011
uss'coo uss$'ooo
Trade creditors (4,300) (B,965)
Other credtors and eccruals (7,850) (7,615)
Other taxation and social security - {487)
(11,950} (15,047)
13 Loans
2012 2011
1JS5'000 Uss$'ood
Due within one year
Interest free loan to financa Railway expansion {unsecured) (a) (168} (188)
Dua after more than one year
5% Cumulative preference shares {b) {3,233) (3,192)
{3,401) (3,270)

{a) These loans, which are US dollar denominated, rapresent cusiomer advances for capital expenditure The loans are
repayable out of future custamer sales recelpts based on tonnages transported
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Antofagasta Railway Company plc
Notes to the Financial Statements - 31 December 2012 (continued)

Loans (continued)

{b} The preference shares are stering-denominated and Issued by the Company There were 2,000,000 £1 shares
authorised, issued and fully paid at both 31 December 2011 and 31 December 2010

The preference sharas are nonvedeemabls and are entitled to a fixed cumulative dividend of 5% per annum  On
winding up they are entitied to repayment and any arrears of dividend in priority to ordinary shareholders, but are not
entitleg to participate further in any surplus  Each preference share carries ane vote in any general meeting of the
Company

The table befow sets out an analysis of the loan maturties

2012 2011

uss'000 Us§000

In less than one year {188} {168)

Over five years (3, 233) {3,102)

(3.401) {3,270)

14  Provisions for liabilities

2012 2011

uss000 uss'o00

Balance at 1 January (8,541) {13,024)

{Charge)/credit to opetating profit In year (2,119) 3,758

Utilised in year 744 216

Foreign exchange {953) 1,284

Unwinding of discount (462) {775)
Balance at 31 Decembar (11,331) (8,541}

The provision mainly relates to severance indemndies which are payable on terminstion of employment and are assessed
on a discounted basis taking Into account the expected service lives of employees In addition, the batance also includes a
provislon relating to abligations in respect of the decommissioning of certain assels in the future Durlng the year a debit to
tha decommussioning provision of US$3,000 was recognised {2011 ~ credit of US$451,000)

15 Called up share capital

31 December 2012 & 2011

Allctted,

Issuad and

Authorised fully pald

uss'ooo US$'000

6,415,344 Qrdinary shares of £1 each 11,372 11,372

The £1 ordinary shares carry 1 vote each

Page 22




16

17

18

19

20

Antofagasta Railway Company pilc
Notes to the Financial Statements — 31 December 2012 (Continued)

Reconciliation of movemaents in shareholders’ funds

2012 2011

uss'oco uss'o00

Opening sharshe!ders’ funds 851,022 588,400
{Lass)/profit for the financial year (95,039) 62,622
Dividenda paid (388,515) -
Closing sharghalders’ funds 168,488 851,022

Exchange rates in US dollars

The princlpal exchange rates expressed in US deollars used in the preparation of the 2012 financial statements are as
follows

2012 2011

Year-end rates USsS$1 8163 =£1 US$1 5509 = £1
uS$1 = Ch$480 US$1 = Ch$s19

Average rates US$1 5835 =F£1 US$1 6033 =£1
US$1 = Ch$487 US$1 = Ch$433

Cash flow statement

The Directors have iaken advantage of the exemption In paragraph 5{a} of FRS 1 (Revised 1996} from producing a cash
fow statement

Post balance sheet events

There have been no events subsequent to 31 December 2012 which require adjustment to be made o the results recorded
within these financial statements, or additional disclosure to bs made [n respect of any such events

In March 2013, the Company remited accumulated profits of US$128 9 miflion out of the Chllean branch, incurring
withholding taxes of US$29 million Of the net proceeds an Interim ordinary dividend of US$100 9 million was declared in
respect of 2013 and pard to shareholders in May 2013

Ultimate parent company

The ultimate parent company Is Metallnvest Establishment, a company incorparated in Liechtenstein and conirolled by the
E Abaraa Foundation, in which members of the Luksic family are Interested This company does not produce group
accounts The immediate paremt company is Antofagasta plc, a company incorporated in Greal Britan, registered in
England and Wales and listed on the London Stock Exchange

Antofagasta plc Is the only parent undertaking to prepare group accourts This Is the largest and smaltest group for which

consolidated financial statements are prepared Copies of these group accounts are available from Antofagasta plc,
Cleveland House, 33 King Street, St James's, London, SW1Y 6RJ
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