Antofagasta Railway Company plc
Registered Number: 27767

Annual Report and Financial Statements

31 December 2009

MBTARHIURIE

L1 30/06/2010 363
COMPANIES HOUSE

WEDNESDAY




Antofagasta Railway Company plc

Directors’ Report

The Directors present therr Annual Report and the audited financial statements for the year ended
31 December 2009

Review of business and future developments

The principal activity of the Company during the year was and will continue to be the transport of
freight by rail This activity 1s based in Chile

The Company uses a number of financial and non-financial key performance indicators m order to
measure performance, which are set out below Cther 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 2009 Annual Report, avallable from the
Group’s website, www antofagasta co uk

2009 2008
Tumover US$'000 123,517 128,695
Operating profit US$'000 356,992 43,450
Capitai expenditure us$'000 14,468 29,644
Rail tennage transported 000 tons 9,264 4,620

Turnover decreased by US$5,178,000 or 4% to US$123,517,000 This decrease mainly reflected
tariff adjustments, partly due to rates indexed to inflation and fuel costs Operating profit decreased
by US$7,458,000 or 17% to US$35,992,000 Capital expenditure in the year was US$14,468,000
(2008 — US$29,644,000)

Rall tonnages in Chile rose to 5 3 milbon tons in 2009, compared with 4 6 milhon tons in 2008 This
was due to the full-year effect of increased volumes from the San Cnstdébal mine in Bolivia, which
achieved full tonnage volumes in the second half of 2008, as well as increases from other mining
customers

Results and Dividends

The profit before taxation was US$39,297,000 in 2009 compared with US$57,631,000 in 2008
The decrease reflected the lower operating profit, along with reduced interest receivable In 2009
the external interest receivable was US$1,550,000 compared with US$8,179,000 in 2008, partly
reflecting a general reduction In market interest rates

The Directors do not recommend the payment of an ordinary dividend (2008 - nil)

Preference shares carry the rnight to a fixed cumulatve dividend of 5§ per cent per annum The
preference shares are classified within borrowings, 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$156,000 (2008 — US$184,000)

The retained profit of US$30,504,000 (2008 — US$47,410,000) has been transferred to reserves




Antofagasta Railway Company plc

Directors’ Report (Continued)

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

Going Concern

The company’'s business activities, 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 risk management, including details on the management of iqguidity and credit risk, are
set out below

In assessing the company's going concern status the Directors have taken into account the above
factors, including the financial position of the company, in particular its net cash position, market
expectations in the medium-term, and the company's capital expenditure and financing plans

After making appropriate enquiries, the Directors consider that the Company has adequate
resources to continue in operational existence for the foreseeable future and that it 1s appropriate to
adopt the going concern basis in preparing the financial statements

Principal risks and uncertainties

Introduction

The Company 1s exposed to a range of nsks and uncertainties which may affect it These risks
include strategic, commercial, operational, regulatory and financial nsks A summary of the key
nsks facing the Company 1s set out below There may be additional nsks unknown to the Company
and other risks, currently believed to be insignificant, could turn out to be significant These risks,
whether they matenalise 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 described in the Group’s
Annual Report, available from the Group’s website

Economic environment and customer demand

The Company’s main business 1s the transportation of copper cathodes from, and sulphuric acid to,
copper mines located in the Antofagasta region of Chile As such, demand for the Company's
services Is affected by the performance of the copper mining industry, and the development of new
mining projects In that region

The financial performance of mining companies 1s directly related to commodity price levels, which
are influenced strongly by world economic growth, and can fluctuate widely Demand for supplies,
equipment, skilled personnel and contractors could affect capital and operating costs, which may
impact the development of new mining projects and the expansion of existing mining operations

Mining operations and project developments are also subject to a number of circumstances not
wholly within their control, including damage to or breakdown of equipment or infrastructure, natural
disasters, unexpected geological vanations and industnial actions Increasing regulatory and
environmental approvals and btigation could result in significant delays in construction and/or
increases In construction costs These events could matenally 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 beyond current levels,
due to changes in the general economic environment or project specific factors, resulting in a
reduction in profitability




Antofagasta Railway Company plc

Directors’ Report (Continued)

Political environment

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

Health, safety and environment

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

Financial risk and risk management

The Company pertodically uses dervative financial instruments to reduce exposure to foreign
exchange movements The Company does not use such derivative instruments for speculative
trading purposes The Company did not apply the hedge accounting provisions of FRS 26
“Financial Instruments Recognition and Measurement” in either 2008 or 2009 Accordingly, any
derivatives are measured at each balance sheet date at farr value Gains and losses arising from
changes n far value of exchange derivatives are included in the profit and loss account for the
year

Foreign exchange risk

The Company 1s exposed to a variety of currencies The US dollar, however, 1s the currency In
which the majonity of the Group’s sales and operating costs are determined In additton to the US
dollar, the Chilean peso 1s the most important currency influencing costs and, to a lesser extent,
sales

Given the significance of the US dollar to the Company’'s operations, this 1s the functional and
presentational currency of the Company for internal and external reporting The US dollar 1s also
the principal currency for borrowing and holding surplus cash, although a portion of this may be
heid in other currencies, notably Chilean pesos, to meet short-term operational and capital
commitments

When considered appropnate the Company uses forward exchange contracts and currency swaps
to hmit the effects of movements in exchange rates in foreign currency denominated assets and
habiities The Company also uses these instruments to reduce currency exposure on future
transactions and cash flows

Interest rate risk

The Company’s policy is generally to borrow and invest cash at floating rates  Fluctuations n
interest rates may impact on the Company’s net finance income or cost, and to a lesser extent on
the value of financial assets and labilities

Price risk

The majonty of the Company’s sales are based on medium to long-term contracts with customers
for which transport tanffs are adjusted for Chilean inflation, US inflation and fuel prices Tarffs are
also based on transport volumes and transport distances Prices achieved by the Company may
therefore vary with these factors

Credit risk

Credit nsk anses from trade and other recewables, cash and cash equivalents and dernivative
financial nstruments The Company’s credit risk 1S primarnly to trade receivables The credit risk
on cash and cash equivalents and on denvative financial instruments s limited because the
counterparties are banks with high credit ratings assigned by international credit agencies The
carrying value of financial assets recorded in the financial statements represents the maximum
exposure to credit isk  The amounts presented in the balance sheet are net of allowances for any
doubtful recewvables




Antofagasta Railway Company plc

Directors’ Report (Continued)
Cash flow risk

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

Liquidity risk

The Company typically holds surplus cash balances either on demand deposits or short-term
deposits The majorty of borrowings compnse customer advances for capital expenditure The
loans are repayable out of future customer receipts based on tonnages transported and are
expected to be repaid within five years At the end of both 2008 and 2009, the Company was In a
net cash position

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 estimation based on management's best knowledge of the relevant facts and
circumstances, having regard to prior experience, but actual results may differ from the amounts
included in the financial statements Changes in judgements or the assumptions underlying
estimates could result in a significant iImpact on the financial statements Details of principal
accounting policies are set out in Note 1(b) to the financial statements and detals of critical
accounting judgements and key sources of estimation uncertainty are set out in Note 1{c) to the
financial statements

Environment

The environmental policies and activities for the Antofagasta plc group as a whole are discussed
on pages 39 - 41 in the Group's 2009 Annual Report, available from the Group's website

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

J-P Luksic
CH Bailey

GS Menendez
RF Jara

DR O'Conor

J Lavin

CR Mladinic

Creditor days

The Company does not trade 1n the United Kingdom Creditor days for the Company have been
calculated at 77 days (2008 — 61 days) Credit terms are agreed with individual suppliers and
payment 1s made 1n accordance with terms agreed

Insurance

During the year the parent company, Antofagasta plc, purchased Directors’ and Officers’ liability
tnsurance on behalf of the Group as permitted by 5232 to 5238 of the Companies Act 2006




Antofagasta Railway Company plc
Directors’ Report (continued)

Auditors
In the case of each of the persons who 1s a Director at the date of approval of this Annual Report

s sp far as he is aware, there 1s no relevant audit information of which the Company’s auditors
are unaware, and

* he 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 auditors are aware of that
information

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

This statement 1s made and should be interpreted in accordance with the provisions of Section 418
of the Companies Act 2006

A resolution to re-appoint Deloiite LLP as the Company's auditors will be proposed at the
forthcorming Annual General Meeting

By Order of the Board

(VN

D R O'Conor
Director

5 Princes Gate
London SW7 1Q.J

;0 June 2010

&,




Antofagasta Railway Company plc
Statement of Directors’ responsibilities

The directors are responsible for prepanng the Annual Report and the financial statements In
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under
that law the directors have elected to prepare the financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice {United Kingdom Accounting Standards and
applicable law)} The financial statements are required by law to give a true and fair view of the
state of affars 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 suitable accounting policies and then apply them consistently,
make Judgments 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,

. prepare the financial statements on the going concern basis unless It 1s inappropriate to
presume that the company will continue In business

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the
financial statements comply with the Companies 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

w4
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independent Auditors’ Report to the Members of
Antofagasta Railway Company plc

We have audited the financiat statements of Antofagasta Railway Company plc for the year ended 31
December 2009 which compnse the Profit and Loss Account, the note of histoncal cost profits and
losses, the Balance Sheet and the related notes 1 to 21 The financial reporting framework that has
been applied in therr preparation is applicable faw and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

Thus report 1Is made solely to the company's members, as a body, in accordance with Chapter 3 of Part
16 of the Compames 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 auditors’ report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial staterments and for being satisfied that they give a true and fair view Our
responsibility 1s to audit 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 (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
suffictent to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error  This includes an assessment of whether the
accounbing policies are appropnate to the company’s circumstances and have been consistently applied
and adequately disclosed, the reasonableness of significant accounting estimates made by the directors,
and the overall presentation of the financial statements

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 2009 and of its
profit for the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opnion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared Is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us

to report to you if, 1n our opinion

. adequate accounting records 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
certain disclosures of directors’ remuneration specified by law are not made, or

. we have noiecelved all the information and explanations we require for our audit

Carl Hughes (SenmprStatutory Auditor)

for and on behalf ofDeloifte LLP

Chartered Accountants and Statutory Auditors
London, United Kingdom

30 June 2010




Antofagasta Railway Company plc
Profit and Loss Account for the year ended 31 December 2009

2009 2008
Notes uss'ooo uss$ 000
Turnover 123,517 128,695
Cost of sales (68,226) {69,199)
Gross profit 55,291 59,496
Administralive expenses (156.513) {15,745)
Other operating expense (5,150) (530)
Other operating income 1,364 229
Operating profit 35,892 43,450
Income from other fixed asset investments 3,959 1,149
Net finance (expense)/ income 2 (654) 13,032
Profit on ordinary activities before taxation 3 39,297 57,631
Tax on profit on ordinary actvibes 4 (8,793) (10,221)
Profit on ordinary activities after taxation
and retained profit for the year 30,504 47,410

No cordinary dividends were paid or proposed in either 2009 or 2008

The movements in Reserves for the year are analysed in Note 6 There were no operations other than continuing
operations dunng the year

There were no recognised gains or losses in esther pencd other than as included within the profit and loss account above




Antofagasta Railway Company plc

Note of Historical Cost Profits and Losses for the year ended
31 December 2009

Reported profit on ordinary activites before tax

Difference between histoncal cost depreciation charge and actual
depreciaticn charge in the year calculated on the revalued amount

Histoncal profit on ordinary actvities before tax and dvidends

Retained profit for the financial year on an historical cost basis after
taxation and dividends

2009 2008
US$'000 Uss$'000
39,297 57,831
469 469
39,766 58,100
30,973 47,879
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Antofagasta Railway Company pic

Balance Sheet as at 31 December 2009

Notes 2009 2008
Uss'000 Us$’000

Fixed assots

Tangtble fixed assets 7 132,481 133,623
Investments in subsidiary undertakings 8 88,449 81,136
Investments in associates 9 109,535 -
Available for sale investments 10 13 12

330,478 214,771

Current assets

Inventonies 329 -
Debtors 11 55,997 376,484
Denvative financial instruments 12 1,572 -
Cumrent asset investments — term deposits 310,915 91,696
Cash at bank and in hand 26,595 1,101

395,408 469,281

Creditors - amounts falling due within one year

Loans 14 (168) (198)
Denvatve financial instruments 12 - (1.400)
Trade and other creditors 13 {11,380) {18,742)
Deferred tax liability 4(b) (2,280) {251)
Amounts owed to parent undertaking {139,877) (139,557)
Amounts owed to fellow subsidiary undertakings {52,869) {40,102)

(206.584) _ (200.250)

Net current assets 188,824 269,031
Total assets less current habilities 519,302 483,802
Loans due after more than one year 14 (3.212) (2,886)
Provisions for liabilittes 15 {11.224) (6,554)
Net assots 504,866 474,362

Capital and reserves

Share capital 16 11,372 11,372
Revaluation reserve 6 12,911 13,380
Profit and loss account 6 480,583 449,610
Total shaxeholders' funds 17 504,866 474,362

Approked byXhelBoard and sfined on its behalf on3{) June 2010

D R O'Conor, Director
10
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009

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

Basis of Preparation

These financial statements have been prepared in accordance with United Kingdom generally accepted accounting practice
("UK GAAP") and in accordance with UK company law The financial information has been prepared on an histoncal cost
basis, as modified by the revaluation of certain tangible fixed assets, avallable for sale investments and the use of far
values to measure certain financial instruments The financal information has also been prepared on a going concern basis
as explain in the Cirectors’ Report

The functional currency of the Company and the presentational currency adopted 1s the US dollar

A summary of the pnncipal accountng policies Is set out below

Principal Accounting Policies

Exempticn from preparing group accounts

The Company has taken advantage of the exemphon from prepanng consolidated accounts afforded by Section 400 of the
Companiges Act 2006 because it 15 a wholly-owned subsichary of Antofagasta plc which prepares consolidated accounts
which are publicly avallable, and as such these financial statements contain financial information about the Company as an
individual undertaking and not about its Group

Currency translation

The Company's functicnal currency and presentaton currency 1s the US dollar Transactions denominated in other
currencies, including the 1ssue of shares, are translated at the rate of exchange ruling on the date of the transaction
Monetary assets and habihties, including amounts due from or to subsidianes, are translated at the rate of exchange ruling
at the end of the financial year Exchange differences are charged or credited to the profit and loss account in the year in
which they anse

Turnover and revenue recognition

Turnover represents the value of goods and senices supphed to third parties dunng the year Turnover 1s measured at the
fair value of consideration received or receivable, and excludes any applicable sales tax A sale s recognised when the
significant nsks and rewards of ownership have passed This 1s generally when title and any msurance nsk has passed to
the customer, and the goods have been delivered to a contractually agreed location or when any services have been
provided The Company has only one business and geographical segment, relating to the transport of fresght by rail n Chile

Interest 1s accounted for on an accruals basis Dividends proposed by subsidiaries are recognised as income by the
Company when they represent a present obligation of the subsidianes, 1 & 1n the penod in which they are formally approved
for payment

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation or any provisions for impairment or, where previously revalued
prior to the implementation of FRS 15, "Tangible Fixed Assets’, at the revalued book amount as permitted under the
transitional prowsions of FRS 15 Cost compnses the purchase pnce and any costs directly attnbutable to bnng the asset to
the location and condition necessary for it to be capable of operating in the manner intended

11
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (continued)

Depreciation 1s prowided to wnte down the carrying value of fixed assets to ther estimated residual value in equal
instaiments at the following rates based on their estimated useful ives

a Freehold fand — freehold land s not depreciated

b Butldings and infrastructure — straight-ine basis over 10 to 25 years

c Rarlway frack — straight-ine basis over 20 to 25 years

d Wagons and roling stock — straight-line basis over 10 to 20 years

e Machinery, equipment and other assets — straight-line basis over § to 10 years

f Assels under construction — no depreciation until asset s available for use

Investments in subsidiaries

Investments n subsidianes represent equity holdings In subsidianes and long-term amounts owed by subsidianes Such
investments are stated at cost less any provision for impairment [nvestments are reviewed for impairment f events or
changes in circumstances indicate that the carrying amount may not be recoverable When a review for impaiment 1s
conducted, the recoverable amount 1s assessed by reference to the net present value of expected future cash flows of the
relevant income generating unit or dispesal value if higher

As explained in Note 1{b}{i), amounts owed by subsidianes due Iin foreign currencies are translated at year end rates of
exchange with any exchange differences taken to the profit and loss account

Investments in associates

Investments in associates are stated at cost less any prowision for impairment

Taxation

Tax expense compnses the charges or credits for the pericd relating to both current and deferred tax

Current tax 1s based on taxable profit for the year Taxable profit may differ from net profit as reported in the income
statement because it excludes items of income or expense that are taxable and deductible in different years and also
excludes items that are not taxable or deductible The habihty for current tax is calculated using tax rates which have been
enacted or substantively enacted at the balance sheet date

Deferred tax 1s provided n full on timing differences that result in an obligation at the balance sheet date to pay more tax, or
a nght to pay less tax, at a future date, at rates expected to apply when they crystallise based on tax rates that have been
enacted or substantively enacted by the balance sheet date, and law Timing differences anse from the incluston of items of
income and expenditure in taxaton computations in periods different from those in which they are ncluded in financial
statements

Deferred tax is not provided on timing differences ansing from the revaluation of fixed assets where there 1s no commitment
to sell the asset, or on unremitted eamings of subsidianes and associates where there 1s no commitment to remit these
eamings Deferred tax assets are recognised to the extent that it is regarded as more likely than not that they will be
recovered Deferred tax assets and habilities are not discounted

12
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (continued)

Retirement benefits and severance indemnities

The Company operates defined contnbution schemes for a limited number of employees For such schemes, the amount
charged to the income statement is the contnbutions paid or payable i the year

Employment terms may also prowide for payment of a severance indemnity when an employment contract comes to an end
This 1s tymically at the rate of one month for each year of service (and may be subject to a cap as to the number of qualifying
years of service) and based on final salary level The calculaon of the severance indemmity obligation 1s based on
valuations performed by an independent actuary using the projected unit credit method which are regularly updated The
obligation recognised in the balance sheet represents the present value of the severance indemnity obligation  Actuanal
gains and losses are immediately recognised in the iIncome statement within operating cost

Dividands payable

Any dividends proposed are recognised when they represent a present obligaton, 1e In the pertod 1n which they are
formally approved for payment Accordingly, any interm dividend 15 recognised when pard and any final dwidend 1s
recogrised when approved by shareholders

Current asset investments and cash at bank and in hand

Current asset investments compnse highly iquid investments that are readily convertible into known amounts of cash and
which are subject to insignificant nsks of changes in value, typically matunng within twelve months

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

Other financial iInstruments

Financial assets and financial habihbhes are recognised on the Company’s balance sheet when the Company becomes a
party to the contractual provisions of the instrument

a investments - Investments which are not subsidianes, associates or joint ventures are whally measured at cost,
including transacton costs

Investments are classified as either held-for-trading or avallable-for-sale, and are normally measured at subsequent
reporting dates at farr value Investments in equity instruments that do not have a quoted market pnce In an actve
market and whose fairr value cannot be reliably measured are measured at cost

Where secunties are held for trading purposes, gains and losses arising from changes in fair value are included in net
prefit or loss for the penod For available-for-sale investments, gains and losses ansing from changes n farr value are
recognised in profit or loss

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

b Trade and other receivables - Trade and other receivables do not generally carry any interest and are normally stated
at their nominal value as reduced by appropriate allowances for estmated irrecoverable amounts

¢ Trade and other payables - Trade and other payables are generally not mterest beanng and are normally stated at
therr nominal value

d Borrowings (loans and preference shares) - Interest-beanng loans and bank overdrafts are recorded at the proceeds
received, net of direct issue costs

Finance charges, including prermiums payable on settlement or redemption and direct 1ssue costs, are accounted for
on an accruals basis using the effective interest rate methed Amounts are recorded as financing costs in the iIncome
statement Finance charges are added to the carmying amount of the instrument to the extent that they are not settied
i the penod in which they anse

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

13
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (continued)

e Equity instruments - Equity instruments i1ssued are recorded at the proceeds received, net of direct issue costs
Equity instruments of the Company compnse its sterling-denominated 1ssued ordinary share capital and related share
premium

As explained 1in Note 1{b)(n), the presentational currency of the Company and the functional currency of the Company
15 US doltars, and ordinary share capital and share premium are translated into US dollars at histoncal rates of
exchange based on dates of 1ssue

f Dernvative finrancial instruments - the Company occasonally uses denvative financial instruments to reduce exposure
to foreign exchange movements The Company does not use such denvative instruments for trading purposes The
Company has not presently applied the hedge accounting provisions of FRS 26 “Financial Instruments Recognition
and Measurement”

Accordingly, denvatives are mtially measured at cost (which may be nil) including transaction costs, and are
measured at subsequent reporting dates at fair value Gains and losses ansing from changes n farr value are
included in the prefit and loss account wathin net finance costs

Any dervatives embedded n other financial instruments or other host contracts are treated as separate denvatives
when therr nsks and charactenstics are not closely related to those of host contracts and the host contracts are not
camed at fair value Changes in fair value are reported in the profit and loss for the penod

The Company 1s a wholly-owned subsidiary of Antofagasta plc and has taken advantage of the exemption in Financial
Reporting Standard 29 “Financial [nstruments Disclosures” from the detailed disclosure requirements of that standard

Related party transactions

The Company 1s a wholly-owned subsidiary of Antofagasta plc and as permitted by Financial Reporting Standard 8 “Related
Party disclosures” transactions with other wholly-owned subsidianes in the Group are not disclosed

Key sourcaes of estimation uncertainty and critical accounting judgements

The preparation of financia! statements in conformity with UK GAAP requires the use of estimates and assumptons that
affect the reported amounts of assets and liabilites at the date of the financial statements and the reported amounts of
revenues and expenses dunng the penod Although these estimates are based on management's best knowledge of the
amount, event or actions, actual results may differ from those estmates

Information about such judgements and estmates 1s included in the prncipal accounting policies in Note 1(b} or the other
notes to the financial statements, and the key areas are set out below

Useful economic lives of tangible fixed assets

As explained in Note 1(b)(iv), tangible fixed assets are depreciated on a straight-line basis over their useful economic lives
Management reviews the appropnateness of useful economic lives at least annually and any changes could affect
prospective depreciation rates and asset carrying values

Severance indemnities

As explained in Note 1{b){vm), the expected costs of severance indemnities relating to employee service during the penod
are charged to the income statement Any actuanal gains or losses, which can anse from differences between expected
and actual outcomes or changes n actuanal assumptions, are recognised immediately in the income statement within
operating cost.

Assumptons in respect of the expected costs are set in consultaton with an independent actuary These include the

selection of the discount rate used, service lives and expected rates of salary increases While management believes the
assumptions used are appropnate, a change in the assumptions used would impact the eamings of the Company

14




Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (continued)

2 Net finance (expense) income

2009 2008
uss'ooo uss'o0o
External interest recewable 1,550 8,179
Foreign exchange denvatives (6.828) {1,398)
Preference dividends (156) (184)
Foreign exchange gains 4,780 6,435
(654) 13,032

3 Profit on ordinary activities before taxation

Profit on ordinary activites before tax is stated after charging

2009 2008
UsS$'000 Us$'000
Depreciation 7,496 6,962
Loss on disposal of tangible fixed assets 65 340
Auditors’ remuneration - audit fees and expenses 158 153
Wages and salanes 17,707 17,761
Social secunty costs 500 416
Post employment benefits — severance charge in year 4,466 446

The amounts disclosed above in relation to auditors’ remuneration include fees payable by the Company to Deloitte LLP
and its associates Fees paid for audit services to Deloitte LLP were US$86,000 (2008 — US$94,000) In addition, fees of
US$6,000 were paid by the Company for tax compliance services (2008 — nil)

The average number of employees including directors by location and class of business dunng the year was

2009 2008
Number Number
Chile
- Rallway operations in Northern Chile 592 584
- Management and adnmimistration 177 175
769 759
Directors’ remuneration
2009 2008
uUs$'000 ussooo
Total directors’ remuneraticn
Base salary and fees 1,308 1,31
Highest paid director
Base salary and fees 1,157 1,193

The highest paid director 1s Mr J-P Luksic Mr Luksic has a contract for services with the Company which has a one month
notice penod
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (Continued)

4 Tax on profit on ordinary activities

{a) Analysis of tax charge for the year

The Company 1s resident cutside the United Kingdom and accordingly 1s not hable to United Kingdom corporation tax The
Company 1s liable to Chilean comporation tax at the rate of 17% (2008 — 17%) on profits ansing in Chile, with further tax
payable of 35% less underying tax already paid on such profits distnbuted overseas The Company's tax charge for the
year compnses current and deferred tax as set out below

2009 2008

ussooo uss0o0

Current tax charge for the year - Chilean corporation tax 6,764 9,733
Deferred tax charge for the year - onginaticn and

reversal of tming differences 2,029 488

Tax charge for the year 8.793 10,221

(b) Analysis of deferred tax liability

The net deferred tax liability at the end of the year is analysed below between its main components

2009 2008

Uss'000 us$'000

Accelerated capital allowances (6,674) (6,051)
Timing differences on severance provision and other balance sheet items 4,532 5,690
Short-term tming differences (138) 110
Net deferred tax liability at end of year (2,280) (251)

The movement in the deferred tax balance dunng the year 1s analysed below

Deferred tax
liability

uss'000
Balance at 1 January 2009 (251)

Charge to tax on profit for the year {2,029)
Balance at 31 December 2009 {2,280)

No deferred tax 1s recogmised on the unremitted earmings from Chile  As such eamings are retained for current or future
reinvestment, 1t 1s not expected that any withholding tax will become payable in the foreseeable future

16




Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (Gontinued)

Factors affecting the current tax charge for the year

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

2009 2008
uss$'000 Us$000
Profit on ordinary activities before tax 39,297 57,631
Profit on ordinary actvities muitiphed by the standard rate of
corporation tax in Chile of 17% 6,680 9,797
Capital allowances in the year in excess of depreciation (623) (502)
Other timing differences reflected in deferred tax charge (1.406) 14
Factors reflected in deferred tax charge for the year (2,029) (488)
Diidend income frem other fixed asset investment not subject
to further tax on receipt {(671) (195)
Effect of foreign exchange differences not subject to tax {813) {360)
Exchange differences on current tax (49) 1,296
Non taxable accounting adjustments 2,403 -
Other non-taxable items 1.243 (317}
Current tax charge for the year 6,764 9,733

Dividend income from investments in Chile is received out of the post-tax profits of the investments and 1s not subject to
further tax on receipt

Dividends

No final ordinary dividend has been either paid or proposed (2008 - nil)  No intenm dvidend per ordinary share was paid in
either 2008 or 2009

Preference dmdends have been included within interest expense (see Note 2) and amounted to US$156,000
{2008 — US$184,000)
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (Continued)

6 Reserves

Profit and
Revaluation loss
reserve account Total
US$'000 us$'oao uss$'000
Balance at 1 January 2009 13,380 449,610 462,990
Retained profit for the year - 30,504 30,504
Revaluation surplus realised as a result of the difference
between histoncal cost depreciation and the actual
depreciation charge in the year (469) 469 -
Balance at 31 December 2009 12,9119 480,583 493,494
7 Tangible fixed assets
Wagons
Buildings & Machinery Assets
Freehold &infra- Railway roling equipment under
land structure track stock & others construction Total
Ussooo US$'000 US$000 USS'000 uss'eco US$000 US$000
Caost or valuation
1 January 2009 12,547 15,855 41,787 66,980 23,611 28,414 189,194
Reciassificationsftransfers - 3.152 - 6,545 (4,785) (4,912) -
Additions - - - 262 5,961 8,245 14,468
Disposals - (8,049) - (129) {3) - (8,181)
31 Decomber 2009 12,547 10,958 41,787 73.658 24,784 31,747 195,481
Depraciation
1 January 2009 - (4.526) (10,124) (32,767) (8,154) - {55,571)
Charge for the year - (414) {1,659) {3,965) {1,458) - (7.496)
Disposals - - - 65 2 - 67
31 December 2009 - (4,940} (11,783) (36 667) {9,610) - {63,000}
Net book value
31 Dacember 2009 12,547 6,017 30,004 36,891 15,174 31,747 132,481
31 December 2008 12,547 11,328 31,663 34.213 15,457 28,414 133,623
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (continued)

The railway track (excluding lneside equipment) and the freehold land were both previously revalued On the
imptementaton of FRS 15 “Tangble Fixed Assets” the Company elected to retain the book amounts of this previous
revaluation without adopting a policy of regular revaluation going forward

The histoncal cost and related depreciation of total land and railway track are as follows

2009 2008
US$'000 US$000

Land - cost 8,159 8,159

— accumulated depreciation - .

—~ netbook value 8,159 8,159
Railway track - cost 29,579 29,579
- accumulated depreciation (8,098) (6,908)
- net book value 21,481 22,671

At 31 December 2009, the Company had entered into contractual commitments for the acquisition of tangible fixed assets
amounting to US$$20,000 (2008 — US$2 1 million)

8 Investments in subsidiary undertakings

Shares Loans Total

Uss$000 uUss$'o00 Us$'000

Investment at 1 January 2009 78,754 2,382 81,136

New loans made - 7,359 7,359

Loans repaid - (721) {721)

Foreign exchange - 675 675

Investment at 31 December 2009 78,754 9,695 88,449

The Directors are of the opimon that the value of investments in subsidiary undertakings, not dealt with in the Group
accounts by wvirtue of Chapter 46 of the Companies Act 2006, 1s not fess than the aggregate amount at which they are
shown above
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Antofagasta Railway Company plc

Notes to the Financia'l Statements — 31 December 2009 (Continued)

Country of Effactive
incorporation equity
and operation Nature of business Shareholding

Direct subsidiary undertakings of

parent company

Northern Mines SCM Chile Mining 100%
Andes Trust (Chile) SA Chile Holding company 100%
FCAB Ingeniena y Servicios Lida Chite Engineenng services 100%
FCAB Embarcadores Ltda Chile Transport 100%
Train Ltda Chile Transport 100%
Inmcbiliana Punta de Reeles Ltda Chile Real estate 100%
Bolivian Rait Investors Company Inc (*) United States Holding company 100%
Blue Ocean Overseas Inc (*) Brtish Virgin Is Holding company 100%
Indirect subsidiary undertakings

Forestal SA Chile Forestry 100%
Aguas de Antofagasta SA Chile Water distnbution 100%
Empresa Ferroviana Andina SA Bolvia Rall transport 50%

* The effective shareholding in Bolivian Rail Investors Company Inc and Blue Oceans Overseas inc compnse a direct
holding by the Company of 88 48% and an indirect holding of 11 52%

Investments in Associates

Inversiones
Hornitos Total
Us$'000 uss$o0o
Investment at 1 January 2009 - -
Acquisitions 80,935 80,935
Capital contnbutions 28,600 28,600
Investment at 31 December 2009 109,535 109,535

On 3 July 2009 the Company exercised an opton to acquire a 40% interest in Inversiones Homitos S A (“Inversiones
Hornitos™) from GDF Suez, which wall continue to hold the remaining 60% interest  Inversiones Homitos 1s the owner of the
150MW Hornites thermoelecine power plant which 1s being constructed in Mejillones, in Chile’s Antofagasta Region

Investments in associates are stated at cost
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (Continued)

Available for sale investments

ussoo00
Investment at 1 January 12
Movement in fair value 1
Investment at 31 December 2009 13
Debtors
2009 2008
Uss$'o00 uss'o00
Trade debtors 11,845 21,710
Amounts due from other group companies 17,157 344,531
Other debtors and prepayments 26,995 10,243
55,997 376,484
There were no debtors due after more than one year in 2009 (2008 - nil)
Derivative financial instruments
2009 2008
uss$'000 Us$'000
Denvative financial instruments 1,572 {1.400)

The Group penodically uses foreign exchange denvatives to reduce its exposure to fluctuations in the fair value of non US
dollar denominated assets or habiihes Dunng the year ended 31 December 2009 a loss of US$6 8 millon was recognised

within other finance items in respect of such instruments (2008 — loss of US$1 4 million)

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

2009 2008

uss'o0o uUs§'oco

Trade creditors (4,316) (1,615)
Other creditors and accruals (8,788) (8,404)
Corporation tax 1,714 (8.437)
Other taxation and social securty - (286)
(11,390) {18,742)
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (Continued)

14 Loans

2009 2008

uUss$000 uUs$'000

Interest free loan to finance Railway expansion (unsecured) (a) (168) {198)

5% Cumulative preference shares (b) {3,212) {2.886)
{3,380) {3.084)

{a} These loans, which are US dollar denomnated, represent customer advances for capital expenditure The loans are
repayable out of future customer sales receipts based on tonnages transported and are expected to be repaid within
two years

{b} The preference shares are steding-denommated and 1ssued by the Company There were 2,000,000 £1 shares
authonsed, 1ssued and fully paid at both 31 December 2008 and 31 December 2009

The preference shares are non-redeemable and are entitled to a fixed cumulative dividend of 5% per annum On a
winding up they are entitled to repayment and any arrears of dividend in pnionty to ordinary shareholders, but are not
entitied to participate further in any surplus Each preference share carmes one vote in any general meeting of the
Company

The table below sets out an analysis of the loan matunties

2009 2008
uss000 Us$'000
In less than one year {168) (198)
Qver five years {3.212) (2,886)
{3,380) (3,084)

15 Provisions for liabilities
2009 2008
Uss$'o00 uss'oeo
Balance at 1 January {6,554) (7.450)
Charge to operating profit in year (other operating expense) {4,466) (446)
Utihsed in year 235 297
Foreign exchange (439) 1,045
Balance at 31 December (11,224) (6,554)

Prowision 1s made for severance indemmities which are payable on termination of employment and are assessed on a
discounted basis taking into account the expected service lives of employees
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Antofagasta Railway Company plc

Notes to the Financial Statements — 31 December 2009 (continued)

Called up share capital

31 December 2009 & 2008

Alloted,

1ssued and

Authorised fully paid

uss$'000 uss$000

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

The £1 ordinary shares carry 1 vote each

Reconciliation of movements in shareholders’ funds

2009 2008

Us$'000 Us$'000

Profit for the financial year 30,504 47,410

Cpening shareholders' funds 474,362 426,952

Closing shareholders’ funds 504,866 474,362

Exchange rates in US dollars

The pnncipal exchange rates expressed in US dollars used in the preparation of the 2009 financial statements are as

follows
2009
Year end rates US$1 6062 = £1
US$1 = Ch$507
Average rates US$1 5591 = £1

US$1 = Ch$559

Cash flow statement

The directors have taken advantage of the exemption in paragraph 5(a) of FRS 1 (Revised 1986) from producing a cash

flow statement

Post balance sheet events

There have been no events subsequent to 31 December 2009 which require adjustment to be made to the resuits recorded

within these financial statements, or additonal disclosure to be made in respect of any such events
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2008

US$1 4428 = £1
US$1 = Ch$636

US$1 8386 = £1
US$1 = Ch§s22
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Notes to the Financial Statements — 31 December 2009 (continued)

Ultimate parent company

The ultimate parent company 1s Metalinvest Establishment, a company incorporated in Liechtenstein and controlled by the
E Abaroa Foundation, in which members of the Luksic familly are interested This company does not produce group
accounts The immediate parent company 1s Antofagasta plc, a company incorporated in Great Bntain, registered in
England and Wales and hsted on the London Stock Exchange

Antofagasta plc i1s the only parent underiaking to prepare group accounts Copies of these group accounts are avallable
from Antofagasta plc, 5 Pnnces Gate, London SW7 1QJ
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