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McArthur River Mining Pty Ltd (MRM)
mines the ‘Here’s Your Chance’ orebody,
one of the largest zinc and lead deposits
in the world. Underground operations
commenced in 1995, and in 2006 the
Northern Territory Government approved
a $110.0 million open-pit development
which, combined with an expansion of
the concentrator, extends the mine life by
an estimated 21 years to 2027.

MRM is located approximately 900 kilometres south-east of
Darwin in the Gulf Region of the Northern Territory,

120 kilometres south of the Bing Bong loading facility on
the Gulf of Carpentaria and 60 kilometres south-west of the
Borroloola township.

MRM is the largest bulk producer of zinc in concentrate
form. We supply 70% of global demand for this feedstock,
which is used by Imperial Smelting Process smelters in Europe
and Asia to produce zinc and lead metal as well as alloys.
Our production represents approximately 3% of the world’s
total zinc resources used by all types of smelters each year.

Sir Edward Pellew Islands

Xstrata Zinc
McArthur River Mining

The major markets for MRM bulk concentrate are Poland,
Romania, Japan and China.

Due to the growth of the Xstrata Zinc portfolio in Australia,
a corporate office was established in Brisbane in 2008 for
the zinc business unit.

ORGANISATIONAL SCALE 2008

2007 2008

Ore mined (million tonnes) 1.9 2.0
Zinc in concentrate (tonnes) 138,000 | 143,000
Lead in concentrate (tonnes) 33,000 37,000
Bulk concentrate (dry metric tonnes) | 305,000 | 316,000
Number of trips taking the 2,800 2,900
bulk concentrate from the mine

to the Bing Bong loading facility

(round trips)

Carpentaria Shipping Services (CSS) 21 28
loads (ships loaded)

Wet metric tonnes of product 350,000| 360,000
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COMMITMENT

In 2008, we experienced one
of the most challenging
business environments in
almost 80 years.

However, the significant and ongoing global financial
challenges have only magnified the importance of sustainable
development to Xstrata Zinc.

For us, sustainable development is about planning and
carrying out our activities in a way that contributes to the
long-term success of the business. This is a fundamental
concept for Xstrata Zinc and for our McArthur River Mining
(MRM) operations: we are here for the long-term.

As one of the largest zinc mines in the world, MRM is an
integral part of our global operations, and it has worked
hard to become a valued contributor to the Borroloola
region. MRM has developed numerous community programs,
including community health initiatives, Indigenous training
programs and strong regional education partnerships.

Following a two-month closure after a Federal Court appeal
against the mine was upheld, the approval of MRM’s $110
million expansion by the Commonwealth Environment
Minister in February 2009 allows MRM to continue to
successfully implement its sustainability strategy and make
a significant contribution to the Northern Territory.
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Santiago Zaldumbide
Chief Executive Xstrata Zinc and Executive Director Xstrata plc
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STRATEGY

Xstrata Zinc Australia’s strategy to
grow and create value over the long-
term relies on our ability to identify
opportunities, manage risk, access
capital, employ the best people, and
gain access to new resources.

Effectively managing sustainable development challenges and
opportunities in three priority areas — workplace, environmental
and socio-economic — is a large part of this strategy. If we manage
these well, we are more likely to be successful in the long-term.

| am pleased to report solid progress was made in all of these areas
in 2008. Details of our performance are provided in this report.

MRM’s contribution to the economy, local and Indigenous
employment, skills development and environmental
rehabilitation was threatened late in 2008 by legal action over
the Commonwealth Government’s original approval process
for the mine expansion in 2006. The issue was resolved

with the Commonwealth Environment Minister’s approval of
the MRM open-pit development with conditions in line with
MRM?’s existing commitment to best practice in environmental
management and community consultation.

While we finally have certainty on the mine expansion,

our business faces other unprecedented future challenges
including the global financial crisis and the introduction of a
Carbon Pollution Reduction Scheme in Australia in 2010.

In this challenging environment, we will continue to rely on

effective use of sustainable development standards throughout
our business to ensure our resources are carefully targeted at
managing the issues that most affect our long-term success.

Brian Hearne
Chief Operating Officer Xstrata Zinc Australia



PERFORMANCE

MRM enjoyed a largely successful
year with production of bulk
concentrate up by 3.5%, although
slightly below our target for the year,
and sound progress made towards
making sustainable development part
of how we do business.

Operations were, however, severely disrupted late in 2008
by a halt in operations between a Federal Court order

in December 2008 and the subsequent approval by the
Commonwealth Environment Minister in February 2009.
Apart from the financial cost caused by this temporary
closure, MRM also suffered a significant loss of personnel
and disruption.

A summary of key sustainable development performance
areas in 2008 includes:

OUR PEOPLE AND WORKPLACE

¢ The rates of total recordable injuries, lost time injuries
and disabling injuries all fell from 2007, although total
recordable injuries were still above our target

¢ $1.1 million was invested in training and education
programs, representing a slight increase in average value
and hours invested in training per employee in 2007.

AERIAL VIEW OF MCARTHUR RIVER MINE

SOCIO-ECONOMIC

e Our broad and regular engagement with stakeholders
continued, including four community reference group
meetings, community research to inform funding priorities
for the MRM Community Benefits Trust, and an average
of five meetings per week with community organisations
and individuals

e Over $138 million was directly contributed to the
Northern Territory economy through wages, purchase of
goods and services, community partnerships and royalties.

ENVIRONMENT

e MRM'’s environmental program was expanded again
to manage the comprehensive environmental program
developed for the conversion of MRM to open-pit
operations

¢ An independent environmental monitoring consultant was
appointed by the Northern Territory Government to review
current and future environmental monitoring programs
for five years and report to the community.

Ettienne Moller
General Manager McArthur River Mining
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- sustalnable development

For Xstrata, sustainable development

Is about planning and carrying out our
activities in a manner that contributes

to the long-term success of our business.
To do so over the long-term, we must
work in genuine partnerships with our
stakeholders, based on integrity,
co-operation, transparency and the
creation of mutual benefits.

Robust governance and the integration of sustainable
development into our strategy, business planning, risk
management and day-to-day operations allows us to
minimise risks and costs but even more importantly, enables
us to identify and seize opportunities to create value.

FIGURE 1: XSTRATA ZINC SUSTAINABLE DEVELOPMENT FRAMEWORK

INPUTS

e |SO 14001
OHSAS 18001
ICMM SD Principles
AA 1000AS 03
GRI G3 2006

INPUTS

The above plus:
¢ National and local regulation
e Local Risk Assessment

Xstrata’s Sustainable Development (SD) Framework has
been mapped to international standards including
the International Council on Mining and Metals and
United Nations Global Compact principles, Voluntary
Principles on Security and Human Rights, 1ISO14001
and OHSAS18001. More details on this framework
are available at www.xstrata.com.

A new SD Policy was introduced in 2007, which aggregates
the previous Health, Safety, Environment and Community
(HSEC) and Corporate Social Involvement Policies and
includes our commitments to employees. The revised
Policy reflects Xstrata’s global leadership position and
further integrates our commitment to communities and

the broader societies in which we operate.

Under Xstrata’s highly devolved management model,
Xstrata Zinc and its sites and projects are responsible for the
implementation of their own SD Management Framework.

Xplc Business Principles

v

Xplc SD Policy and 17 Management Standards

v

XZn SD Policy and Management Framework

v

XZn Divisional SD Management Framework

v

Management Sites and Projects SD Management System




SD MANAGEMENT

Through our risk management and stakeholder engagement
processes we identify both the impacts we have on our
stakeholders, and the sustainability and stakeholder issues
that impact on our business.

The material SD challenges and opportunities identified
through this process are listed at the start of the People,
Socio-economic and Environment sections of this report,
and our performance in the management of priority areas
forms the bulk of the content of those sections. In this
report, we have aimed to provide a complete and balanced
summary of our sustainability performance tailored to
meet the expectations and interests of our stakeholders.

In particular, a large portion of the report details our actions
and performance in relation to the open-pit expansion
environmental protection and monitoring programs, as this
was a significant stakeholder issue in 2008.

RISK MANAGEMENT

Sustainable development risks are integrated into a site
risk register and are annually reviewed, together with
the effectiveness of the controls in place to manage
identified risks.

Xstrata applies the precautionary principle in its approach
to environmental management. This approach means that
even in the absence of evidence that environmental impacts
are occurring or will occur, we take action to mitigate the
possibility that they will.

STAKEHOLDER ENGAGEMENT

We engage broadly and proactively with our stakeholders to
ensure they are aware of our operations and we are alert to
their expectations of our business.

Details of our stakeholders, engagement program, and
issues identified are provided in the Socio-economic section
of this report.

SD STRATEGY

As shown in Figure 2, our SD Strategy is the link between
the Xstrata Zinc definition of purpose and daily SD activities
we need to carry out to be successful.

Targets and actions to implement the SD Strategy are set each
year in an Annual SD Action Plan. Our 2008 performance
against these targets is shown in the Targets and Scorecard
section, and outlined in detail in the subsequent People
and Workplace, Socio-economic and Environment sections
of this report.

FIGURE 2: XSTRATA ZINC MRM SUSTAINABLE DEVELOPMENT (SD) STRATEGIC OBJECTIVES

XSTRATA ZINC DEFINITION OF PURPOSE

We will maximise value for shareholders by successfully growing and managing an industry leading portfolio of zinc-lead
assets that deliver superior returns. We will achieve this in a safe, environmentally and socially responsible way, in open
partnerships between our people, the communities in which we operate, governments and other stakeholders.

v

XSTRATA ZINC VALUES
Honesty — Dependability — Respect — Confidence — Ingenuity — Courage — Passion

-

MRM SD STRATEGIC OBJECTIVES

WORKPLACE

Provide an attractive employment
opportunity and work environment
for employees and contractors, with
a strong focus on health, safety and

career development. area of influence.

-

SOCIO-ECONOMIC

Maintain a reputation for social
responsibility by making a positive

and lasting contribution to the economic
and social development of the mine’s

v

ENVIRONMENT

Be recognised as a leader in environmental
performance. To achieve this we need to
operate in a manner that preserves the
long-term health, function and viability of
the natural environment affected by MRM.

ANNUAL SD STRATEGY AND STATEMENT OF COMMITMENT
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MRM ENVIRONMENTAL TECHNICIAN MATT BIRD
CONDUCTING GROUNDWATER MONITORING

SD GOVERNANCE

MRM’s Sustainable Development Framework of policies,
standards and guidance is our means of driving rapid
sustainability education, improvement and innovation across
our business.

The framework is implemented primarily through the MRM
SD Management System. An SD committee, comprised of
representatives of the business, meets monthly to monitor
and review performance against the Annual SD Action Plan.

The SD committee reports to the MRM Management
team, and ultimately to the Group Manager Sustainable
Development.

A summary of SD monthly meetings, including performance
against SD targets, is sent to employees and contractors
each month. Feedback from employees and contractors is
encouraged through team meetings.

A Sustainable Development Policy provides a statement of
commitment to Sustainable Development at MRM, and is
publicly displayed around the MRM site, accommodation
village, and at the Bing Bong loading facility.

The final loop in our SD governance is assurance audits

by Xstrata plc. The MRM business scored 82%, with nil
significant or reportable issues identified, in its last assurance
audit in November 2007. Most of the recommendations for
improvement were related to documentation, and progress to
improve these systems and performance continues to be made.

EXTERNAL INITIATIVES AND MEMBERSHIPS

MRM is a member of the following:

¢ Northern Territory Resources Council

e Minerals Council of Australia

¢ The Mining Industry Skills Centre

¢ Indigenous Mining & Enterprise Task Force (IMETF)

e Major Industry Training Advisory Committee (MITAC).

In 2008, MRM was a strong supporter of and participant in
the Minerals Council of Australia and Federal Government
MoU on Indigenous Employment and Enterprise Facilitation,
which resulted in 15 recommendations contained in the
Identifying Opportunities for Enhanced Training Pathways
in Remote Indigenous Communities in the Northern
Territory report.

AWARDS

In 2008, MRM received awards including:

e Winner of the prestigious Mine of the Year and
Metalliferous Mine of the Year awards at the 2008
Australian Mining Prospect Awards

¢ Received a "highly commended’ in the category of
Innovation in Workforce Development Category at the
2008 Mining Industry Skills Centre Training Awards for
MRM’s enhanced Indigenous Training Strategy.



BRIBERY AND CORRUPTION

Xstrata’s Business Principles state that we do not offer,
solicit or accept any form of inducement or bribe. Xstrata’s
internal audit function, supported by KPMG, takes into
account identified fraud and compliance risks associated
with our key business activities, including the ethical
performance expectations contained in our Statement of
Business Principles.

PUBLIC POLICY PARTICIPATION AND
POLITICAL CONTRIBUTIONS

Xstrata’s Business Principles prohibit political contributions
of any kind. Xstrata plays an active role in a number of
significant international and national industry organisations
and multi-stakeholder groups, through membership, funding,
provision of expertise, and participation in committees and
working groups. These, and the industry associations Xstrata
Zinc are involved in, are listed in this chapter.

MRM did not provide any financial or in-kind contribution
to political parties or individuals in 2008. There were no
legal actions for anti-competitive behaviour, anti-trust and
monopoly practices at MRM in 2008.

This report

GLOBAL REPORTING INITIATIVE

This report is aligned with the Global Reporting Initiative
(GRI) Sustainability Reporting G3 Guidelines 2006. In
line with Xstrata’s sustainability reporting, we use the
G3 Guidelines to enable readers to benchmark our SD
performance with respect to laws, codes, performance
standards and voluntary initiatives; and to compare our
SD performance over time.

A GRI index at the end of this report details how we have
addressed the G3 Guidelines.

ASSURANCE OF THIS REPORT

The numerical data in this report has been verified both
within the Xstrata Zinc commodity business and the Xstrata
Group. The data management and reporting systems in
place for the collation and aggregation of data are subject
to an annual assurance by an independent verifier.

Much of the qualitative, text-based data in this report was
gathered via an Xstrata-wide sustainability survey. This data
is reviewed by an independent external verifier as part of
Xstrata’s Corporate SD Assurance Program.
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Targets
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and

scorecard

PEOPLE AND WORKPLACE

Zero fatalities

v’ Zero fatalities

Zero fatalities

Lost Time Injury Frequency Rate (LTIFR) < 2.0 x 6.2 LTIFR < 8.6
Total Recordable Injury Frequency Rate (TRIFR) | x 16.9 TRIFR < 15.6
<9.0

Disabling Injury Severity Rate (DISR ) < 1,300 v 210 DISR < 640

No blood lead levels recorded above
30 pg/dl (The national medical removal
limit is 50 pg/dl)

x Blood levels averaged 6.19 pg/dl, however, five
blood lead levels were recorded above 30 pg/dl

No blood lead levels recorded above 30 ug/dl

Continue to implement effective recruitment
strategies and training development

Continue with delivery and improvements to
newly accredited Certificate Il in Entry into
Mining for Indigenous Trainees

Increase the number of apprentices from
10 to 15

v" Apprentice numbers increased from 10 to 18.
Three apprentices completed training and
signed contracts with MRM as Tradespersons

Maintain the number of apprentices at
15 for 2009

Action any key areas for improvement
identified during the 2007 HSEC audit

X Most key areas completed. Refresher training
register not completed

Develop a register of refresher training
intervals for existing competencies based on
level of risk. Ensure provision of refresher
training at nominated intervals

Secure 20 Trainees under the MST program

v'17 new Trainees recruited into the Trainee
program bringing the number of Trainees to
21 by June 2008

Secure and maintain 10 Trainees under
the MST program. Continue to promote
future employment opportunities for
graduated Trainees

Continue to develop and implement simulator
training programs for MST trainees and mine
site operators to maximise effectiveness
through data collection

v" Simulator base programs consolidated for
mining Operators and MST Trainees. Wet
weather driving and emergency scenarios
implemented for haul truck Operators. Data
collected, evaluated and recorded

Identify areas of improvement to Component
1 of the cross cultural awareness program and
develop Component 2 for line management
and other management positions

v'Changes made to Cross Cultural audio visual
(DVD) and consolidation of Component 1
presentation to all staff and contractors.
Component 2 not yet implemented

SOCIO-ECONOMIC

Process 2.1 million tonnes of zinc ore

x 2.0 million tonnes

Process 2.0 million tonnes of zinc ore

Produce 365,000 wet metric tonnes (wmt) of
bulk concentrate

x 360,000 wmt

Produce 358,000 wmt of bulk concentrate

Increase proportion of operational expenditure
sourced from the Northern Territory

v 2007 Northern Territory spending increased by
23% to $138.4 million

Support development of one local business

>

Continue to work towards a target of 20%
Indigenous workforce participation

v" Proportion of workforce reached 20% in 2008

Continue to work towards a target of 20%
Indigenous workforce participation

v" Achieved X Not achieved

> Action continues into 2009




SOCIO-ECONOMIC (CONTINUED)

2008 targets

Have the inaugural MRM Community Benefits
Trust Annual Plan approved for 2008/09

Performance

>
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2009 targets

Complete review of Inaugural Community
Benefits Trust Annual Plan

Commit $1.35 million to the Trust for
community development initiatives in 2008/09

v/ $2.7 million invested. Almost $1 million was
allocated to community infrastructure; capital
items; and, employment initiatives in 2008

Continue to operate the MRM Community
Reference Group (CRG) as a forum for ongoing
consultation with the community

v Four CRG meetings held in 2008

Continue to operate the MRM CRG as a forum
for ongoing community consultation

Ensure all certified sacred sites are protected

v Zero compliance breaches and zero reported
instances of sacred site damage

Ensure all certified sacred sites are protected

Develop a program to promote regular local
school attendance

v" School attendance programs are included
in the Indigenous Employment and Training
Strategy, and MRM supports initiatives such as
the ‘yes school yes pool’ policy.

2008 targets 2009 targets

< 2 category 1 incidents per month

v Average 0.3 incidents per month (4 for the
whole year)

< 2 category 1 incidents per month

< 2 category 2 and above incidents per year

v 0

< 2 category 2 and above incidents per year

Zero category 3, 4 or 5 incidents

v 0

Zero category 3, 4 or 5 incidents

Continue to undertake assessments as per the
EPBC Act conditions on the Freshwater Sawfish
and Migratory Bird Species

v" All surveys were conducted as per requirements

Continue to monitor aspects of flora and fauna
in line with both NT and Commonwealth
legislative requirements

Provide the Department of Regional
Development, Primary Industry Fisheries

and Resources (RDPIFR) with an Annual
Environmental Monitoring report

Develop a rehabilitation plan for all site
operations by December 2008

Conduct rehabilitation on Barney Creek and
the McArthur River channel

v" Rehabilitation on Barney Creek consisted of
planting over 23,000 seedlings and direct
seeding over an area of 41.4 hectares during
the 2007/08 wet season period

Research methods and implement effective
rehabilitation of the Bing Bong Dredge Spoil

v Work commenced and samples were sent
through to CDU although problems were
encountered with student availability and
direction was changed in regards to future
dredging

Continue the assessment of rehabilitation
establishment in 2009 to determine
rehabilitation success and to identify any
mitigation strategies that may be required

Further improve the SD system as per
recommendations made by the HSEC audit
committee

v" Approximately 70% of actions have been
implemented from the previous HSEC Audit

Implement programs in conjunction with
Charles Darwin University on aspects of acid
mine drainage and metal resistant microbes

v Several field trips were conducted and a report
paper was written

Implement programs in conjunction with
Charles Darwin University on aspects of acid
mine drainage and metal resistant microbes

Conduct ongoing weed assessments on site
and implement control requirements

v" Successful applications were applied over site
on species such as Noogoora burr, Devils Claw,
Bellyache bush and Parkinsonia

Implement further activities under Product
Stewardship Standard and increase recycling
activities

v" Additional products to be recycled include
cardboard and changes have been made in
procedures for tracking purposes

Achieve a 2% energy reduction per tonne of
material produced from 2008

v" Energy consumption reduced 13% from 0.6
gigajoules in 2007 to 0.52 gigajoules per tonne
of material produced

Achieve 1 % energy reduction per tonne of
material by 2012

Achieve a 5% water consumption reduction
per tonne of material produced from 2008

x Water consumption increased due to large
volumes of water used in construction

Achieve 5% reduction in Greenhouse Gas
emissions per tonne of material produced
by 2010

v" Achieved X Not achieved

> Action continues into 2009
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U PE QR
and workplace

Our objective is to provide an attractive employment opportunity and work
environment for employees and contractors, with a strong focus on health, safety

and career development.

OUR PEOPLE

From a peak of 515 permanent and contract staff in
November, the impact of global economic conditions forced
a rapid downsizing in various MRM departments. By the
end of 2008, there were 279 permanent employees and
contractors, a reduction that included the redundancy of
nearly 50 permanent employees.

A total of 30 Indigenous people were permanently employed
at the mine at the end of 2008, five fewer than 2007, and
representing 14.8% of permanent employees — although
this proportion was more than 20% earlier in 2008. We
successfully transferred two Indigenous Trainees into full
time positions as Mining Dump Truck Operators.

The staff turnover rate increased from 19.1% in 2007 to
55.7% in 2008, heavily influenced by the large number
of redundancies late in the year. Prior to December, our
turnover rate was 28.8%.

CHALLENGES

The key challenges faced by MRM in keeping our people
safe and in attracting and retaining the right people for our
workplace are:

e Minimising exposure to occupational hygiene hazards
such as noise, dust and lead

e Working in hot climatic conditions

e Attracting and retaining appropriately skilled staff
to the region

e Providing more in-house training to retain our current
employees

¢ Diversifying our skills base through cross-training
employees across key facets of our operation

¢ Integrating a large number of staff and contractors into
the one culture and values system

e Consulting with employees in relation to identifying
specific training needs.

OPPORTUNITIES

Opportunities to help MRM reach our objectives are to:
e Increase local Indigenous employment

e Retention and skills development during the
economic downturn.

PRIORITIES

Our priorities to work toward our workplace objectives are to:
e Keep our people safe

e Attract, develop and retain a highly skilled workforce.



TABLE 1: WORKFORCE BREAKDOWN

Number of permanent workforce

Number of permanent workforce

13

Number of permanent

that is Indigenous that is fly-in, fly-out vs local employees vs contractors

I N N 7 ) )
Indigenous Fly-in, fly-out 153 Permanent 203
Non-Indigenous 158 173 | Local 40 39 | Contractor 394 76
Total 193 203 | Total 193 203 | Totals 587 279

Safety performance

At MRM we believe all work-related incidents, illnesses and
injuries are preventable. We strive to raise employee and
visitor awareness of the importance of minimising exposure
to hygiene hazards and track our performance with robust
monitoring systems.

We use a risk management system to identify, assess and
eliminate or control risk. When an unsafe condition is
identified or when an incident occurs, it is investigated
immediately and action is taken to mitigate the risk.

In 2008, MRM reported a decrease in its Lost Time Injury
Frequency Rate (LTIFR) from 10.1 in 2007 to 6.2, Total
Recordable Injury Frequency Rate (TRIFR) from 18.4 to 16.9,
and Disabling Injury Severity Rate (DISR) from 741 to 210.

This improvement, particularly in DISR, indicates the
management of injured workers has improved dramatically,
including actions taken to strengthen our contractor
induction program. Despite this performance, our targets
for LTIFR and TRIFR were not met for 2008, and we will
continue to look for ways of avoiding injury in 2009.

FIGURE 3: DISABLING INJURY SEVERITY RATE
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FIGURE 4: LOST TIME INJURY FREQUENCY RATE
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FIGURE 5: TOTAL RECORDABLE INJURY FREQUENCY RATE
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WELLBEING PROGRAM

The number of health and fitness programs increased in
2008, with the continuation of a weekly social sport

session for on-site personnel including soccer, volleyball

and obstacle courses. Information seminars were developed
and targeted areas such as nutrition, smoking and
psychological health.

In addition, MRM conducted a health and safety quiz
night during ‘Safe Work Australia’ Week with several prizes
being awarded.

ON-SITE DOCTOR

In 2008, MRM introduced a service for contractors and
employees to visit the resident Borroloola Doctor on-site.
Dr Steve Betheras visited site on a monthly basis in the
second half of the year to undertake general consultations.
This service will continue in 2009.

EMERGENCY RESPONSE PLANNING AND TRAINING

The Site Emergency Response Plan underwent an annual
review to prepare response strategies for possible
emergency situations. As part of the mine’s response
planning, the Emergency Response Team was regularly
tested and, in all cases, demonstrated a high standard of
performance. In addition, regular emergency drills were
used to train all personnel, including visitors, on emergency
procedures in the camp and within the mine site.
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CLAIRE BIGMORE PERSONAL ASSISANT TO'
THE GENERAL MANAGER UNDERGOING A
REGULAREAD BLOOD LEVEL TEST =

In June, the MRM team competed in the annual Northern
Territory Mines Rescue Competition, which tests their skills
and knowledge of rescue disciplines through examinations
and responses to 45-minute scenarios. The team displayed
excellent skill levels finishing third overall out of eight teams,
and gaining a second and third place out of 40 for the
individual skills component.

BLOOD-LEAD LEVEL MONITORING

All MRM personnel and contractors undertake blood lead
level monitoring every three months as part of MRM’s strict
protocol to reduce employees’ risk of exposure to lead in the
workplace. These protocols include mandatory showering on
completion of the shift, work clothes being laundered by MRM
rather than at home (a Clean In Clean Out Policy), mandatory
washing before meal breaks and no smoking policies.

MRM uses the National Standard for the Control of Inorganic
Lead at Work (NOHSC:1012) and the National Code of
Practice for the Control and Safe Use of Inorganic Lead at
Work (NOHSC:2015) as a guide for the control of blood lead
levels in all of our employees.

As an additional safety measure, Xstrata sets its medical
removal limit below the prescribed standard of 50
micrograms per decilitre (ug/dl). Employees with blood-lead
concentration levels of 40 pg/dl or greater must be
removed from the workforce until concentrations are below
30 pg/dl. Pregnant employees should not have a blood-lead
concentration that exceeds the national standard of 10 pg/dl.

FHIE RS

In 2008, MRM completed more than 1,439 blood tests
on-site (this excludes additional testing of personnel who
entered the site for the first time) with no instances of
employees exceeding the national medical removal limits.
Five incidents of blood-lead levels were recorded over

30 pg/dl. These people received personal hygiene training
specific to their area of employment to prevent a future
reoccurrence and consequently their lead levels decreased.

OTHER OCCUPATIONAL HEALTH RISKS MONITORING

MRM continued to monitor noise levels, heat stress,
potable (drinkable) water quality and air quality effects on
MRM?’s operational personnel, including those working at
the Bing Bong operations. We also monitored hydration,
and inhalable and respirable dust exposure in identified
high risk areas.

In 2008, 2,110 drug tests were conducted on the workforce
as part of the Drug and Alcohol Policy.

MEDICAL ASSESSMENTS

In 2008, 96 periodic medical assessments of long-term
personnel were undertaken. The medical procedure consists
of a full physical assessment, audiometric test, lung function
testing and blood-lead level screening.

No new cases of occupational diseases were reported at
any of MRM’s operations in 2008.



INCIDENT REPORTING

Incident reporting is critical to the ongoing management of
on-site incidents and development of new and improved
solutions to site incidents. In 2008, a total of 372 incidents
were reported, a 20% decrease compared to the previous
reporting period.

WORKPLACE SAFETY OBSERVATION SYSTEM

The Workplace Safety Observation System is a behaviour
observation program aimed at improving, encouraging and
reinforcing positive safety behaviours through observation,
checklists and discussion. The program focuses on
encouraging staff to be proactive in identifying unacceptable
work practices and promoting positive behavioural
reinforcement and is included as a Key Performance Indicator
for Managers and Supervisors.

Throughout 2008, more than 600 workplace observations
were completed. All information gathered as part of the
program is recorded in MRM’s safety database, compiled
for monthly analysis and used to identify better ways of
controlling the associated hazard.

Another initiative introduced in 2008 was SD workplace
inspections, involving employees inspecting different work
areas to identify health, safety or environment hazards. In
2008, 85 SD workplace inspections were undertaken on
top of standard inspections. To date, results have indicated
a favourable response to the system and enabled new and
improved solutions to be developed to overcome safety and
other SD hazards.

EMPLOYEE ASSISTANCE PROGRAM

An employee assistance program is available and accessible
to all employees including contractors on-site. The program
covers a full range of psychological services, where
employees are able to talk confidentially with a trained
counsellor who can offer support and strategies for personal
or work-related issues.

CONTRACTOR PROGRAMS

MRM continued to review and implement improvements
to its induction programs to ensure contractors uphold the
high health, safety, environment and community standards
expected of all Xstrata and MRM employees.

MRM provided in-kind support to contractors by including
them in key SD training, in line with mandatory training
requirements for our own staff.

In addition, due to the high volume of contractors working
on the site, the contractor management system continued
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to be refined to ensure all personnel received inductions
relevant to their work requirements.

People performance

Given the nation-wide skills shortage for most of 2008 and
the cessation of flights from the east coast of Australia to MRM,
a key challenge was to attract and retain the best people.

As part of our response to this issue, MRM:

¢ Continued to make significant investments in our
people’s training and development

e Consulted with employees regarding individual training
needs determination

e Took a planned approach to training and education,
with a strong focus on continued career development.

In addition to this work, and as part of our ongoing commitment
to our people, MRM continued to make improvements to its
tailored induction programs for employees and contractors.

INVESTING IN OUR PEOPLE

During 2008, more than $1.07 million was invested in
training and education. The average of 52 hours of training
per employee was a slight increase on 2007 figures.

TABLE 2: AVERAGE TRAINING HOURS PER EMPLOYEE BY YEAR AND
AVERAGE TRAINING SPEND BY YEAR

Number of
employees/
contractors

Average
training hours
per employee/

contractor

e o o

Employees | 590 | 279 52| $15| $11

Average
training spend

million | million

TRAINING NEEDS ANALYSIS

The training objectives at MRM focus on safety through

task competence, ensuring they comply with corporate
guidelines detailed in the 17 Xstrata SD Standards and
Northern Territory legislation. MRM evaluates the needs of
each employee, including trainees and apprentices, to match
their skills and interests with positions within MRM. This
training needs analysis provides a clear definition of training
and development required to improve safety and support
long-term career pathways at MRM and beyond.

Training programs incorporate courses developed by
MRM and nationally accredited training provided by
numerous registered training organisations, including the
Northern Territory Chamber of Commerce.
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MRM TRAIVMQUIRE A VARIETY OF SKILL
SETS WHILE ENGA%E;D N THE CERT:Il PROGRAM

WORKPLACE ENGLISH LANGUAGE AND LITERACY PROGRAM
(WELL)

The WELL program, launched in 2006 as a pre-vocational
training program, has evolved into a considerable
component of the strategy to provide employment and
training opportunities for local Indigenous people.

The aim of the program is to address poor literacy and
numeracy skill levels prevalent in Indigenous communities
within the region, so trainees have the base level of literacy
and numeracy skills required to fulfil their current and
future roles at MRM.

A needs analysis was conducted by MRM and Mission
Australia to identify the skills necessary for workplace-based
training at the mine, for which capabilities in language,
literacy and numeracy are mandatory. Resources used for
this course are continually being developed and improved
to ensure relevance to current job roles and future career
choices at MRM.

The WELL program student contact hours increased from
one day per fortnight in 2007 to three days per fortnight
in 2008.

TRAINEESHIP PROGRAM

MRM?’s trainee program uses education and practical
teaching components to develop trainee skills. The key
objective is for the trainee to successfully complete the
MRM-owned 70129NT Certificate Il in Entry into Mining
qualification and place the trainee in a position to seek
further employment in operational areas at the mine.

MRM works closely with service providers to meet the
challenge of attracting and retaining trainees.

This year 21 trainees participated in the Indigenous
trainee program. The program continued to attract a
high proportion of females, with nine local females from
Robinson River and Borroloola participating in 2008 as
trainees, in addition to eight in 2007. The strong female
interest prompted MRM to conduct a major review of the
Certificate Il in Entry into Mining training program prior
to the new certification, to allow greater flexibility within
selection of elective units of the program to ensure the
needs of female trainees were met.

A number of graduating trainees secured full time
permanent employment in the mining department as heavy
machinery operators and on-the-service/de-watering crew.

OTHER PROGRAMS

Other training initiatives in 2008 included:

e The development of a partnership with Mission Australia
to provide a locally-based service for recruitment of
trainees and the provision of pre-employment training

e Operating a high-tech heavy machinery simulator to give
trainee operators the look and feel of operating heavy
machinery while in a safe, simulated environment

® Increasing Apprentice numbers to 18, surpassing the
commitment to increase Apprentice numbers to 15

e Three of our Apprentices completed their training
in 2008 and embarked on a new career at MRM as
tradespersons.

In addition, MRM finalised an Indigenous Employment and
Training Strategy to guide MRM’s stated commitments to
increase Indigenous workforce participation to 20% and
secure a minimum of 20 Indigenous trainees per year.

The strategy integrates MRM direct programs (educational,
pre-vocational and on-site) with the community-based
support programs necessary to achieve a permanent and
sustained improvement in local employment.

The strategy reflects the reality that MRM cannot meet
its commitments on its own — it must work closely with
the community and government to make a permanent
difference to the region.

LABOUR PRACTICES

LABOUR RELATIONS

MRM issues individual contracts for permanent employees,
with no employees covered by collective bargaining
agreements. Our remuneration system ensures equitable pay
and allowances, as roles are based on relevant experience
and qualifications, and non-gender specific criteria.

All full-time employees at MRM are provided with 13%
superannuation contributions of ordinary time earnings,



however part-time and temporary employees receive the
current legal requirement of 9% of their superannuation
salary. Further, permanent employees are entitled to
accommodation allowance and roster allowances, where
part-time and temporary employees are exempt.

To facilitate production and operational requirements,
MRM provides as much notice possible for changes in
working hours. The minimum break and notice period
between consecutive shifts is 10 hours, however longer
breaks may be necessary. In the event of a permanent
roster change, a period of one month’s notice is provided
in writing for employees.

Everyone on-site has the opportunity to attend formal
safety meetings. In addition, approximately 5% of site
personnel attend SD committee meetings, where issues
including safety are discussed.

To minimise the impact of redundancies in December and
uncertainty surrounding the implications of the Federal
Court order to halt mining, every effort was made to
provide all staff and their families with appropriate support.
Employees and contractors were provided with regular
on-site briefings by the General Manager to ensure they
were kept informed of developments and memos were
issued to all workers, including those located off-site, and
posted on notice boards around the mine. Furthermore,
while awaiting notification, staff located off-site were
provided with regular SMS alerts informing of MRM’s status.

EQUAL EMPLOYMENT OPPORTUNITY

MRM is committed to achieving equal opportunity in the
workplace and providing a work environment free from
harassment and discrimination. As such, the mine has
developed a comprehensive Equal Employment Opportunity
Policy and supporting procedures that define how we treat
our employees and, correspondingly, contribute to the
building of a productive, accountable and fair culture.

This Policy aims to ensure consistency in staff treatment,
meet legal and moral obligations and implement corporate
values into the operation. It also clearly outlines a complaints
procedure that is strictly followed by mine employees.

MRM engaged the Northern Territory Anti-Discrimination
Commission again in 2008 to provide EEO Contact Officer
training to Staff and Contractors elected by their peers,

to ensure optimum availability of Contact Officers.

All positions attract the same rate of pay whether the
position is held by a female employee or a male employee.

HUMAN RIGHTS

MRM upholds the elimination of all forms of forced or
compulsory labour and prohibits any form of child labour
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in compliance with Xstrata’s Statement of Business Principles
and relevant Australian workplace legislation.

In areas where we employ security personnel (either directly
or as contractors) to protect our people and assets, we ensure
appropriate human rights training has taken place and
monitor compliance with our Business Principles, SD policy
and standards.

MRM ensures all of its human resources employees are
trained on human rights policies.

However, there is currently no procedure for training
suppliers and general contractors on human rights policies
and procedures, or for screening contracts. We aim to
investigate suitable training models for our future needs to
remain compliant with our SD commitments.

In 2008, there were no incidents involving violation of
Indigenous rights, or human rights infringement complaints
received.

In 2009, targets and actions to address specific human rights
initiatives will be developed.

ETHICS LINE

The Xstrata Ethics Line is a confidential facility operated
independently by KPMG. The line provides employees

and other stakeholders with a means through which they
can report any breaches of Xstrata’s Business Principles,
policies or prevailing legislation. A free phone number is
provided in every country in which Xstrata has managed
operations. The Ethics Line can also be accessed online via
www.xstrataethics.com.
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5 Socio-econgmic

vE
GURDANJI'TRADITIONAL OWNER, RONNIE
RAGGETT AND XSTRA ZINC AUSTRALIA,
CHIEF OPERATING OFFICER, BRIAN HEARNE
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Our objective is to maintain a reputation for social responsibility by making a positive
and lasting contribution to the economic and social development of the mine’s area

of influence.

OUR REGION

MRM is situated on Gurdaniji country, and owns mining
leases on lands traditionally used by the Gurdanji and
Yanyuwa language groups. These, and other traditional
language groups, including the Garrwa, Mara and Alyawa
people, have historically been consulted about the mine as
members of the local community.

Other MRM stakeholders are broadly categorised as local
community members, local community organisations,
local pastoralists, businesses, environmental organisations,
government and suppliers. We have identified our
stakeholders through regular internal assessments and
engagement with interested parties.

MRM makes a significant economic contribution to the
Borroloola region, and to the Northern Territory. In 2008,
MRM generated direct economic value of $296.8 million,

of which $138.4 million was generated within the Northern
Territory. This result is in line with expectations and forecasts
developed through the environmental assessment of the
open-pit development.

The local direct economic value of $138.4 million is comprised of:

¢ $106.5 million in local supply contracts, of which $89.9
million was for goods, services and materials purchased
from suppliers and community organisations and $16.6
million was spent on electricity and utilities under

commercial contracts with the Northern Territory Power
and Water Authority

$11.7 million in direct purchase of goods and services
$17.4 million paid in wages

$1.1 million paid to the Northern Territory Government
in payroll tax

$315,000 in sponsorship and donations
$1.35 million paid to the MRM Community Benefits Trust.

CHALLENGES

Our key challenges in meeting our socio-economic objective
are to:

Ensure competitive provision of goods and services to a
remote mine site

Effectively engage with local communities, which include
the Indigenous language groups of the Yanyuwa,
Gurdanji, Mara and Garawa people, to assist them in
their understanding of MRM operations, to understand
the needs of these communities and to develop open,
transparent, two-way dialogue

Ensure Indigenous sacred sites or sites of cultural
significance are not affected by the mine

Increase our emphasis on programs with a long-term
beneficial impact on the development of the community.



OPPORTUNITIES

e Improve Indigenous participation in MRM'’s operations
through employment, training and business opportunities

¢ Improve social services and facilities through community
capacity building to address high unemployment and
social disadvantage in the town of Borroloola.

PRIORITIES
Our priorities to achieve our objective are to:

e Support local economic growth by maximising local
employment and procurement

e Effectively engage with stakeholders to assist them in
their understanding of MRM operations, to understand
their expectations, and to maintain and develop open,
transparent, two-way dialogue

e Develop community partnerships to provide a long-
term beneficial impact on the social, environmental
and economic development of the region

¢ Ensure Indigenous scared sites or sites of cultural
significance are not affected by the mine.

Support economic growth
OPEN-PIT DEVELOPMENT STATUS

In 2006, the Northern Territory Government approved

the $110.0 million project to convert MRM from an
underground to open-pit operation, which will extend the
life of the mine by an estimated 21 years to 2027.

The development is necessary because the zinc, lead and
silver ore body to be mined lies under the McArthur River.
While alternatives were considered, the viable option
required rechannelling 5.5 kilometres of the McArthur

River and 3.0 kilometres of Barney Creek. The development
project includes design features in the river rechannels to
mimic the form and function of the existing river and creek,
additional safeguards for waste management and water
quality, an expanded environmental monitoring program and
a delivery model to improve social and economic benefits to
the community.

The status of the development at the end of 2008 was:

e McArthur River rechannelling works were 100%
complete. Monsoonal rains at the end of 2008 were
being successfully re-routed along the course of both
the new McArthur River and Barney Creek channels

e The second bridge over the Barney Creek channel
was completed in the second quarter of 2008 and
construction of the northern overburden emplacement
facility (NOEF) commenced
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PROVIDING ACCESS AND EMPLOYMENT OPPORTUNITIES
FOR FUTURE GENERATIONS IS A FOCUS OF MRM’S

e Barney Creek channel re-vegetation rehabilitation
was completed

¢ 40 hectares of the McArthur River channel batters were
direct seeded with native trees, shrubs and grasses. This
will be ongoing into 2009

e The main flood protection levee wall was completed
before the onset of the wet season

e With the completion of the McArthur River rechannelling
works, the Southern Anabranch temporary bund wall was
removed during the mining of Stage F of the open-pit.

ROYALTIES

Royalty arrangements for the mining operation are dictated
by the McArthur River Project Agreement Ratification Act
1993 and the Mineral Royalty Act. The arrangements are
calculated based on a formula that takes into consideration
revenue, operating costs, capital deductions, exploration
expenses and other deductions approved by the Northern
Territory Treasurer.

Payment of royalties is largely dependent on global
commodity prices, the recovery of costs of both the mine’s
establishment, and the open-pit development. Once these
costs are recovered, then royalty payments are made to the
Northern Territory Government.

No royalties were paid to the Northern Territory Treasurer in
2008 due to the severe downturn in commodity prices, which
saw the zinc price fall by as much as 60% from its peak.
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LOCAL PROCUREMENT

Increasing the purchase of local goods and services allows
MRM to overcome its challenge of sourcing competitive
goods to its remote location and helps to support locally-
based businesses.

Our policy is to give Northern Territory suppliers the primary
opportunity to supply the mine’s goods and services, where
there is capability competitively available.

In 2008, MRM increased the value of its Northern Territory
supply contracts by 23%, from $112.5 million in 2007 to
$138.4 million in 2008. Of this, procurement spending in

the local Borroloola region decreased by 5% to $6.9 million.

The $25.9 million increase in Northern Territory spending can

largely be attributed to the ongoing civil works associated

with the mine’s conversion from underground to open-pit,
together with the upgrade of the mines concentrator that will
increase productive capacity to 2.5 million tonnes per annum.

It is expected the value of local procurement spending
will decline in 2009, following the completion of the mill
upgrade and civil works in November 2008.

The most significant local contract is with Carpentaria
Shipping Services (CSS), a joint venture involving P&O
Shipping Services and local Indigenous business enterprise,
the Mawurli and Wirriwangkuma Aboriginal Association.
CSS is contracted to transport MRM bulk concentrate from
the Bing Bong loading facility to ships at sea, and earnt $5.3
million in 2008.

TABLE 3: NORTHERN TERRITORY AND LOCAL SUPPLY EXPENDITURE FOR 2006 TO 2008

Other Northern | Local community Other Northern | Local community Other Northern | Local community
Territory sources sources | Territory sources sources | Territory sources sources

Utilities $17,918,967 = $15,908,874 = $16,550,073 -
Fuel $11,608,687 ° $26,496,800 = $25,297,485 -
Transport and $6,449,817 $6,026,623 $7,778,057 $6,730,672 $6,984,348 $5,307,693
freight services

Mining support $13,326,651 $30,220 $27,914,979 $510,289 $52,599,301 $1,529,295
companies

Other $15,649,485 $133,367 $27,050,597 $88,383 $30,087,912 $36,151
Total $64,953,607 $6,190,210 $105,149,307 $7,329,344 $131,519,119 $6,873,139




LOCAL EMPLOYMENT

As a major employer in the region, we acknowledge our
responsibility to increase local workforce participation in
MRM’s operations, and actively facilitate employment and
training opportunities.

Increasing local and Northern Territory employment participation
is essential to MRM'’s ongoing operations, as staff are needed
to adequately resource the expanded mine.

MRM’s commitment to increase its Indigenous workforce
participation to 20% and secure a minimum of 20
Indigenous trainees per year is described in the Our
People and Workplace section.

In addition to a commitment to providing local jobs,
supported by a comprehensive on-site training and
mentoring program, MRM is seeking stronger linkages
with government, community and other employers to
address the barriers to local employment. Details of what
is being done to make a lasting positive difference to the
region are outlined in the Our People and Workplace chapter.

Engage with stakeholders

At MRM, we encourage two-way dialogue with our
stakeholders and aim to integrate stakeholder feedback
into business planning and strategy.

COMMUNITY ENGAGEMENT ACTIVITIES

We seek to engage with stakeholders regularly and openly
in culturally-appropriate and respectful ways, using materials
that are easily understood. In 2008, MRM continued to
engage stakeholders through:

e Four meetings of the MRM Community Reference
Group to exchange information regarding community
and mine issues

¢ 10 on-site meetings held with the Traditional Owners
and an average of five off-site meetings each week with
community organisations or individuals

* Preparation and distribution of a series of additional
fact sheets

® Regular updates to the MRM website to ensure it is
up-to-date with news and information

e Continued operation of an information hotline via
telephone and email. This year 220 phone calls and
numerous emails were received. The majority of calls
and emails received were regarding employment and
supply opportunities

e Quarterly production of MemoRanduM, a newsletter
for employees and community providing information
on mine activities, sponsorships, community action and
environmental initiatives
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MEMBERS OF THE MRM COMMUNITY REFERENCE
GROUP MEET ON A QUARTERLY BASIS

¢ Placement of advertisements in the Northern Territory
News updating our community and stakeholders on
the open-pit development progress, initiatives and
community investments

¢ Ongoing program of meetings with Australian and Northern
Territory Government representatives, industry and
community organisations in Borroloola and Robinson River

¢ Membership of the following community organisations:
Borroloola Pool Steering Committee; Borroloola
Interagency Committee; Borroloola Alcohol Management
Committee; and the Borroloola Local Board.

STAKEHOLDER ISSUES

The primary focus of community engagement activities
in 2008 was the mine’s conversion from underground to
open-pit operations.

We have engaged with local Indigenous leaders and
communities throughout this process to listen to their
concerns and to respond to these as far as possible in
our actions and plans.

The conversion to open-pit received a high level of

support among the local communities, including Traditional
Owners resident in the surrounding areas to the mine.
However, some stakeholders also had strong concerns about
the river rechannelling, which led to a legal appeal against
the approval.
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THE ABURRI AT DOCK AT THE PORT OF BING BONG

All mining and civil works at MRM ceased on 17 December
2008 following a decision by the Full Bench of the Federal
Court that the former Commonwealth Environment
Minister’s approval of the mine expansion was invalid
because of procedural errors by the Commonwealth
Government. The Court found in favour of the Appellants,
supported in their action by the Northern Land Council.

After visiting MRM and meeting with members of the local
community, Xstrata Zinc management and Traditional Owners,
the current Commonwealth Environment Minister approved
the MRM open-pit development with conditions in line with
MRM’s existing commitment to best practice in environmental
management and community consultation, and including
the continuation of Freshwater Sawfish and Migratory Bird
studies in and around the mine’s operational areas.

TABLE 4: STAKEHOLDER ISSUES AND RESPONSES

Engagement with stakeholders on other issues also
continued in 2008, as this is critical to our understanding
of material sustainability issues. Stakeholder feedback is
used to identify and manage threats and opportunities, and
integrated into mine planning and strategy.

Apart from the river rechannelling, the most common issues
raised through this engagement, and our responses to them,
are summarised in Table 4.

COMMUNITY GRIEVANCE PROCEDURE

MRM has a formal procedure for ensuring all community
complaints made against MRM are properly documented
and responded to in accordance with licence requirements
and Company Policy.

In 2008, no complaints were received.

Issue Action

Community health, jobs, and youth services

Our community partnership actions, including the $32 million
Community Benefits Trust, $315,000 in 2008 sponsorships and
donations, and work to champion community issues, are outlined
later in this section

Environmental impacts of the mine

A comprehensive program to prevent environmental harm, establish
baselines and monitor impacts is described in the Environment
section of this report

Protecting cultural heritage

There were no breaches of relevant legislation or damage of sacred
sites in 2008. Details of our work are provided later in this section.
We also reaffirmed to community stakeholders our willingness to
grant access to the mine to visit sacred sites, provided sufficient
notice is given.




Develop community partnerships

The Borroloola region is a remote community with a low
population density and limited social infrastructure and
opportunity for employment.

MRM’s commitment to increase Indigenous participation in
the mine’s operations through jobs, training and business
opportunities is outlined earlier in this section. In addition
to employing and training locals in the mine, as a major
commercial entity in the region MRM also has the ability
to improve the long-term resilience of this remote region
through community capacity building.

Our Corporate Social Involvement (CSI) plan develops
community capacity building initiatives and undertakes
sponsorships and donations in the areas of:

e Enterprise and job creation
e Health

e Education

e Artand culture

e Environment

e Community development.

MRM COMMUNITY BENEFITS TRUST

One of MRM’s major community capacity building initiatives
is the MRM Community Benefits Trust. In July 2007, MRM
and the Northern Territory Government entered into a
landmark agreement to establish the Trust as a vehicle for
delivering long-term social and economic benefits to the
Borroloola regional community.
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OUNG ACHIEVER OF THE YEAR - MRM
IATIVE AWARD - KELLY CASEMENT
B

MRM has committed in the order of $32 million over the
life of the mine to fund initiatives in the CSI areas outlined
earlier. Funding priorities are determined by the Trustee
Board and outlined in an Annual Plan.

As required, MRM has committed the first $2.7 million to
the Trust, covering its first two years of operation. As of the
end of 2008, work had progressed on the inaugural Annual
Plan, a document that guides where funds will be allocated
following community consultation and research on priorities.

Already almost $1 million has been allocated from the
Community Benefits Trust to projects and development
initiatives in and around the Borroloola/Gulf region.

SPONSORSHIP AND DONATIONS

Other sponsorships and donations supported the areas of
community development, art and culture, sport, employment
and training, education and health. This year, our 2008
social investment totalled $314,620, bringing our investment
over the last three years alone to over $829,000, in addition
to the Community Benefit Trust funding.

Sponsorships are assessed against eligibility criteria to
ensure funds are used in projects that will strengthen the
local community.
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TABLE 5: COMMUNITY-BASED SPONSORSHIPS AND DONATIONS, 2008

Project

Community development

e Provision of flights for community members when required.

Art and culture

Nature of support

Borroloola Show Committee

e Financial assistance towards the 2008 Borroloola Gulf Show

National Aborigines and Islanders Day Observance Committee
(NAIDOC)

e Donation to NAIDOC Week organising committee for activities
during the week-long celebrations

Waralungku Aboriginal Art Centre

Sport

Borroloola Cyclones Soccer Club and Team

e Donation of funds to celebration of Boonu Boonu Art Festival held
in conjunction with the annual NAIDOC Week celebrations

e Provision of flights for visiting artists to Borroloola teaching
alternative artistic styles.

e Provision of flights for members to attend A-League try-out with a
new North Queensland-based club

Katherine Game Fishing Competition

e Donation of prize money

King Ash Bay Easter Fishing Competition

e Donation of prize money

Daly Waters Rodeo

e Sponsored belt buckle prizes

Borroloola Rodeo

Employment and training

Northern Territory Young Achievers Awards

e Financial assistance for promotion activities and funding of annual
prizes and equipment.

e Sponsorship of the 2008 Northern Territory Young Achievers
Awards

Transport
Education

Charles Darwin University

e Provision of flights for educational staff and technicians.

e A three-year conditional scholarship for a student to complete a
Bachelor of Nursing

Borroloola Community Education Centre

e Provision of in-kind support for copying and publication of the
2008 End of Year booklet

Work Experience

Health

Mums & Bubs Program

e Provision of skills training and accommodation for Year 12
Borroloola students.

e Provision of funds to support Healthy Living, Healthy Lifestyle
awareness day at Borroloola clinic

X-Ray Machine

e Return and installation of previously displaced x-ray machine

Renal Dialysis Unit

e Completion of now fully operational renal dialysis unit for local
residents

Borroloola Health Centre

e Continued contribution to incentive package for retention of a
permanent GP

e Provision of funds to support Alcohol and Other Drugs
Awareness Day

e Provision of funds to assist with women’s travel to Katherine for
breast screening purposes (mammograms)

Transport

e Provision of flights for health professionals, as required.

COMMUNITY INFRASTRUCTURE DEVELOPMENT

Other major capacity building initiatives undertaken by MRM

this year included:

e Continuation of air services to Borroloola and the wider
gulf: MRM’s $8.0 million upgrade of the McArthur River
Airport and runway in 2007, coupled with Airnorth’s

new 76-seat Embraer jet has provided the community
and visitors to the region with greater seat availability on
flights into and out of the region

Project managing development of the Borroloola Swimming
Pool: MRM continues to fulfil its role as Project Manager
of this community infrastructure initiative.
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CASE STUDY:

THE BORROLOOLA RENAL UNIT CONSTRUCTED BY MRM IS NOW OPERATIONAL

Borroloola renal dialysis unit

In Aboriginal communities throughout the Northern Territory, kidney disease can no

longer be described as a ‘silent killer.’

The statistics are now stark and clear: in some communities
the rate of kidney disease is 30 times higher than that

of non-Aboriginal people, and it is estimated that 100
Aboriginal and Torres Strait Islander people in the Northern
Territory will require dialysis treatment within the next eight
to 12 months, with a quarter of the 100 requiring dialysis
within six months.

In the township of Borroloola alone, 60 kilometres from
MRM, an estimated 200 people have or will develop the
symptoms associated with the disease. In a town populated
by fewer than 900 people, this equates to almost a quarter
of the population, expected to undergo dialysis treatment
at some stage.

But in Borroloola, the future is now brighter.

With the help of MRM, the Borroloola community can now
cater to the needs of its dialysis patients with a newly-
constructed and dedicated renal facility. Previously, patients
needed to travel 1,000 kilometres to Darwin for treatment,
an expensive, isolating and often impractical option.

This self-administering facility provides local patients with
direct, daily access to the vital treatment they require, and
importantly, it can be administered in a home environment
patients are comfortable with.

The facility provides all the necessary equipment for two
patients at a time to undergo the life-saving dialysis process,
including a direct telephone link to specialist care in Darwin
should assistance be required.

Rather than simply demolish the former dialysis facility,
MRM recycled the building by relocating it as a welcomed
and much needed medical centre on the outlying pastoral
property of ‘Kianna.’

With statistics indicating that Indigenous health in Australia
continues to deteriorate, the construction of the renal unit
comes at an appropriate time for the Borroloola patients,
who will require dialysis treatment at a minimum of three
times per week.

For MRM, providing this valuable piece of equipment is
all part of its commitment to the long-term wellbeing of
the community.
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CHAMPIONING COMMUNITY ISSUES

As a result of community engagement activities, MRM
was made aware of a number of community issues which
we have subsequently championed with key government
decision-makers. These were:

¢ Improved health services: MRM, in coordination
with the Northern Territory Department of Health and
Community Services (DHCS) provided added resources
for a full-time General Practitioner to lift the standard
of health services for all residents. MRM was also
successful in having a previously removed X-ray machine
re-installed in the Borroloola Community Health Centre
during 2008

¢ Borroloola Trade Training Centre: MRM worked
with the Borroloola Community Education Centre to
pursue the establishment of a Trade Training Centre
in Borroloola, offering residents an opportunity to
acquire pre-vocational skills, thereby enhancing their
employment capacity

e Visionary regional master plan: Xstrata Zinc
Australia has advocated the creation of a visionary
master regional plan as an essential action needed
to achieve meaningful and sustained change in the
region, and to ensure community development
actions by government, industry or the community
are all channelled towards the same long-term
socio-economic and environmental goals. Our
strong view is the good work and good will of many
stakeholders would be exponentially greater if it was
better coordinated and targeted through a single
coherent plan. Xstrata Zinc Australia has written to
the Deputy Prime Minister seeking the Commonwealth
to take a leadership role in supporting the development
of this plan, has engaged with the Minerals Council of
Australia, and made submissions to two Federal reports.

Protect cultural heritage

MRM holds Authority Certificates referenced #C2004-

007 to 023 that were issued by the Aboriginal Areas
Protection Authority (AAPA). These certificates cover all
operational mine areas. The AAPA has also issued authority
certificates for all of the open-pit development components,
in accordance with Section 22 of the Northern Territory
Aboriginal Sacred Sites Act 1989.

In 2008, there were zero compliance breaches and
instances of sacred site damage.

CASE STUDY:

Construction
of Borroloola
swimming pool

In 2007, Xstrata Zinc’s McArthur River
Mine (MRM) signed on as a partner
in a new community project aimed

at providing residents of the nearby
Borroloola township with access to
quality recreational facilities.

As part of the Pools in Remote Areas (PIRA) program, MRM
is a proud partner in an initiative that will deliver a much-
needed social outlet for Borroloola residents.

When construction of the pool stalled in early 2007, MRM
was approached and agreed to act as Project Manager of
the construction project.

With the establishment of a locally-based Swimming
Pool Steering Committee, the project is being steadily
moved towards completion. Meeting on a monthly
basis, the committee discusses all business relating to the
construction of the pool complex.

MRM’s commitment to the project extends beyond that of
Project Manager.

A funding commitment by MRM towards construction cost
has also been welcomed by the local community.

When complete, the complex will consist of a five-lane,
25-metre lap pool and wading pool, kiosk and change
room facilities. In time, aspects such as landscaping and
picnic facilities will be incorporated into the complex.

The pool will provide residents with a safe and enjoyable
recreational facility, and be used for educational and
health purposes.

Plans are in train to provide residents with the opportunity
to learn basic first aid and lifesaving techniques, as well as
to promote healthy living and lifestyle programs.

The local school will conduct swimming carnivals and
other motivational activities for students, and is developing
plans to use the facility as a reward incentive for regular
school attendance.
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Key activities undertaken in 2008 to protect Indigenous
heritage included:

e Regular site visits for representatives of local language

groups to coincide with new or completed works under

the open-pit development. These visits provide an

opportunity to view the works and to ensure no impact

has been made on cultural sites

e Ensuring any employee or contractor, who needs to

undertake any ground disturbing or vegetation-disturbing

activity in every-day mining business, obtains approval
and completes an ‘Application and Authorisation for
Proposed Land Clearance’ to ensure no inadvertent
damage is caused to any features of cultural heritage
significance

¢ Introducing cultural heritage awareness to MRM’s site
training program for all new and existing employees,
supervisors and front-line staff, including security
personnel. This included a video incorporating film of

local Indigenous Traditional Owners explaining significant

sites within the MRM mining lease

¢ Seeking permission from the relevant Indigenous
language group before entering their land

e Ensuring local Indigenous people are represented at
key MRM events and on MRM community committees,
where appropriate.
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CASE STUDY:

Dr Steve Improves
gulf health

Located almost a nine-hour drive
from the nearest hospital and
1,000 kilometres from Darwin, the
community of Borroloola is, like so
many townships in the Northern
Territory, isolated and remote.

As a consequence, it is often difficult to attract the
necessary medical professionals required to service the
community and surrounding area. Enter Dr Steve
Betheras!

Having worked on locations such as Christmas Island

in the Indian Ocean and similarly isolated areas in
Australia, Dr Betheras is no stranger to remote locations.
His arrival in Borroloola in 2008 has been welcomed by
local residents.

Affectionately referred to by locals as “Doctor Steve,”
Dr Betheras has been retained by Territory Health on a
fly-in, fly-out basis, and MRM is doing its bit to ensure
that Dr Betheras is retained on a more permanent basis.

MRM’s support includes a retention bonus, and
payments for after-hours consultations, as well as
regular flights to and from the remote township.

This support has allowed Dr Betheras to work within
a region he enjoys, and to do the work he finds most
rewarding.

The appointment of Dr Betheras to the Borroloola
Health Clinic is an important initiative that provides the
region with an ongoing, stable and committed health
team — boosting health services for community members
and MRM staff.

Dr Betheras’ commitment to the region is part of an
overall assistance package that MRM has helped deliver
to the Borroloola/Gulf region, including the construction
of a new self-administering Renal Unit and installation
of a new X-ray machine.
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OUR ENVIRONMENT

MRM is contained within five adjoining mineral leases located
on the McArthur River Station Pastoral Lease. The 8,000 square
kilometre station is an operating property leased and
managed by Colinta Holdings Pty Ltd, an Xstrata subsidiary,
and runs approximately 17,000 head of cattle which range
freely across large sectors of McArthur River Station. McArthur
River Station has been heavily grazed for many years.

Bing Bong loading facility is situated on a mining lease
also located within the McArthur River Station. This
lease extends into the Gulf of Carpentaria to include the
navigation channel between the loading facility and the
designated offshore transfer zone.

The Freshwater Sawfish (Pristis microdon) is the only species
listed in the International Union for the Conservation of
Nature and Natural Resources (IUCN) Red List that has been
recorded within these lease areas.

MRM’s total environmental expenditure in 2008 was
$2.6 million, compared to $1.6 million in 2007 and $1.1
million in 2006. This was invested primarily in additional
areas of biodiversity programs and active recruitment of
environment personnel.

A total of 205.3 hectares were disturbed in 2008,
comprising 10% affected directly by mining activities,
and 90% affected by the McArthur River realignment.
A total of 104.3 hectares were rehabilitated.

CHALLENGES

Key challenges for MRM to maintain its record of
environmental stewardship are:

e Successfully rehabilitating the Barney Creek and
McArthur River rechannelling to replicate the form
and function of the existing creek and riverbed

e Extending studies to establish baseline environmental
conditions relevant to open pit operations

o Effectively managing the tailings storage facility to
prevent seepage and water contamination.

OPPORTUNITIES

e Establishing a biodiversity offset area

¢ Continuing to explore efforts to reduce energy, water
and materials usage.

PRIORITIES

To preserve the long-term viability of local ecosystems, our
environmental management program contains actions to:

e Minimise environmental harm
e Monitor our impacts

e Rehabilitate areas distributed by the mine to their natural
health and function

e Reduce our resource use and waste.



MRM’s Mine Management Plan (MMP) guides the
effective management and conservation of biodiversity
and rehabilitation of disturbed land.

This MMP ensures the mine and its associated activities, such
as the McArthur River realignment, are constructed and
operated to a standard that minimises the risk of environmental
harm. At MRM, the critical areas of control are:

¢ Tailings storage facility — various measures prevent
seepage or spills and ensure the infrastructure is in
good working order

e Mine site water management - a closed water
management system prevents site water from
discharging into natural watercourses

e Overburden and topsoil management — material is
recycled where possible

e Concentrate transport to and handling at Bing Bong
loading facility — a fully-enclosed network prevents dust
emissions and spills, controls waste water and maintains
safe operations

¢ Fuel and oil-handling and storage - fuel is handled
to comply with regulatory standards and prevent spills,
while appropriate materials and plans are in place in
case of any spills

e Waste management and disposal — which complies
with regulatory standards for the handling of sewage,
contaminated waste, domestic and medical waste,
asbestos waste, and where possible, recycles waste tyres
and salvageable materials

e Dust — minimised by controls like conveyor covers, the
use of water trucks, and watering down of ore and rock
after firing in the pit

¢ Noise — a bypass road 2 kilometres from the nearest
home and 2.5 kilometres from Borroloola has been
established to minimise noise from the road haulage of
MRM bulk concentrate to the Bing Bong loading facility

¢ Biological management - including vegetation surveying
and clearing management, control of feral animals
through fencing around the mine site, and weed control

¢ Fire management - through a network of fire breaks
and controlled burns.

COMPLIANCE

No fines were recorded in 2008 for non-compliance with
environmental laws and regulations.

In addition, MRM recorded:

¢ No significant discharges of waste to water
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e No water sources or ecosystems significantly affected by
discharges of water or run-off

¢ No significant spills of fuels, tailings or slimes. There
were, however, two chemical spill incidents totalling
1,060 litres in 2008, a decrease from 2,075 litres in
2007. An additional 220 litres of oil was also spilt in
2008, which represented a 400% decrease from 2007.
Clean-up procedures were implemented to effectively
remediate all spills

¢ No concentrate spills or significant environmental
impacts from transporting products used for operations.
Zinc concentrate is transported from MRM to the Bing
Bong loading facility by Hampton Transport Services,
and barged from the loading facility to ships by CSS. In
2009, Hampton’s obtained several new trailers for the
transport of concentrate, which will decrease the need
for maintenance in 2009.

INDEPENDENT ENVIRONMENT MONITOR

MRM is working with independent environmental
monitoring consultant, Environmental Earth Sciences,
appointed in October 2007 by the Northern Territory
Government. This independent expert is responsible for
reviewing our current and future environmental monitoring
programs, under a five year contract, and advising the
community of its findings.

In May 2008, Environmental Earth Sciences Victoria
conducted an audit based on commitments within the
Environment Impact Statement, Public Environmental
Report, and MMP.

Results of this audit were presented to the community in
February 2009, and a report was also provided to MRM and
the Northern Territory Government. The report stated that
MRM demonstrated a high level of procedural conformance
with the stated commitments and conditions, by providing
evidence of the management systems, training, reporting
and continual improvement required.

One significant non conformance was identified,

the lack of a mosquito monitoring program. In 2009,
MRM will implement a mosquito monitoring program
which will focus on species diversity and abundance,
seasonal variation, education, and strategies to minimise
the creation and impact of mosquito breeding areas.
MRM has already commenced this work with a mosquito
fact sheet being distributed in February 2009.

NATIONAL POLLUTANT INVENTORY

As required by legislation, MRM reports its emissions
annually to the National Pollutant inventory. These details
can be viewed at www.npi.gov.au.
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To allow for the conversion of MRM from underground to
open-pit operations, a 5.5 kilometre section of the McArthur
River, that flowed through the middle of the MRM mining
lease, was rechannelled. This section of the river is a slow-
flowing stream for about 10 months of the year. During the
wet season it sometimes opens to a flood plain.

Key actions taken to minimise environmental impacts from
this realignment include:

¢ The channel has been designed to mimic features of
the existing river, such as water velocity, bank slopes,
downstream sediment impact and fish passage

e The rechannelling has been staged over two years to
give vegetation time to re-establish and reduce the risk
of erosion

e An extensive tree planting program has been undertaken
along the river banks to replicate the vegetation around
the original river

e The realigned river channel has been designed so there
is no physical or hydraulic obstruction to fish passage,
especially for the Freshwater Sawfish. A variety of
substrates and micro habitats will be provided along the
channel to minimise impacts on fish.

RIPARIAN BIRD SPECIES - F;UBMWNE AIRYWREN
= -

BASELINE STUDIES
FISH SURVEYS

A key part of the environment management program is
MRM’s commitment to the protection of the Freshwater
Sawfish (Pristis microdon).

Biannual sampling since May 2006 has investigated the
fish fauna of the McArthur River and its catchments in
order to obtain an understating of the natural variability
of fish populations in the system in terms of geographical
distribution and seasonality.

A total of 15,231 individual fish have been captured from 57
species, 30 of which inhabit freshwater non-tidal areas, and
the remaining being marine species.

In the latest survey conducted in October 2008, 1,431
individuals were caught from 24 different species from the
20 sites sampled. Over 14 aquatic species were recorded in
this first fish survey of the new McArthur channel, an early
indicator of the success of rehabilitation and construction
techniques employed.

Since the introduction of the tagging program in 2007, over
500 fish have been tagged with ten recaptures occurring.

Of particular interest is one Catfish (Arius paucus) that has
been captured three times in consecutive surveys since 2007,
further supporting the success of the rehabilitation.

Only four Pristis microdon have been caught since the
introduction of the surveys.



RIPARIAN BIRD SURVEY

The riparian bird monitoring program provides data on birds
associated with a 17 kilometre stretch of the McArthur
River, the channel and revegetation areas, and associated
tributaries. The monitoring program also assesses the status
of two riparian habitat specialist birds, the Purple Crowned
Fairy Wren and the Buff Sided Robin.

Data from this program is used to inform the ongoing
rehabilitation work — for example which habitats are
preferred by the Purple Crowned Fairy Wren and the Buff
Sided Robin — and to allow us to track bird numbers to
assess rehabilitation performance.

In 2006, the survey started with 26 monitoring sites and
two more have been introduced due to refined monitoring
methodology or clearing.

During 2008, over 5,590 observations were made and 101
species recorded. A number of species were recorded for
the first time, such as the Crimson Chat and Orange Chat,
which are more commonly seen in the semi-arid areas of the
Gulf bioregion.

The most significant variation in bird community structure
evident is related to seasonality. Samples collected during
the 2006-2008 period show a significant difference in bird
community structure between the late dry/early wet season
samples and late dry season samples.

Since the project started 108 Purple Crowned Fairy
Wrens and 24 Buff Sided Robins have been banded, and
during 2008 approximately 30% and 38% respectively
were resighted.

The 2008 survey has provided additional seasonal data on the
distribution and abundance of riparian birds in the McArthur
River study area and provides ample baseline data prior to
completion of the construction of the bund walls on the
McArthur River and operation of the McArthur River channel.

MIGRATORY BIRD SURVEY

A monitoring program in the vicinity of the Bing Bong
Loading Facility and the mouth of the McArthur River has
assessed the impact of potential metal sediments on listed
migratory birds.

Surveys of migratory waders were undertaken by Charles
Darwin University (CDU) along the mudflats between
Pelican Point and Limmen Bight River, including the mouth
of the McArthur River, and the shore adjacent to the Bing
Bong Loading Facility in June and August 2007, and in
January 2008.

These surveys highlighted that species composition changed
substantially throughout the year. A very small proportion
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of the shorebird population in the region utilises the coast

in the immediate vicinity of the Bing Bong Loading Facility
and the area of highest importance is Port McArthur, west of
Pelican Point.

The Commonwealth Government considered the bird survey
data as part of its approval of the MMP in early 2009 and
concluded the changing composition of birds species in the
vicinity of the Bing Bong Loading Facility meant evaluating
the impact of heavy metals in sediments on the birds would
be impractical. The Government consequently advised the
2009 migratory bird survey will have its scope reduced, and
only focus on the mouth of the McArthur River, for a period
of five years.

VEGETATION SURVEYS

To establish success and survival rates of seven species

of tubestock and direct seeding in Barney Creek, several
monitoring surveys were conducted in February, June and
October 2008.

The main aims of the study were to:

e Measure woody plant density and survival at three sites
along Barney Creek

e Establish plots for comparison to analogue sites further
up and downstream

e Measure some environmental variabilities to improve
efficiency of rehabilitation

e QObtain seasonal survival information to assist in the
determination of causes of mortality.

Results from the first survey indicated that little mortality
occurred immediately after planting, with survival rates as
high as 989% for trees and 92% for grasses. Due to limited
rainfall survival rates dropped during the year, although

in October 2008 an average 70% survival rate was still
maintained. Eucalyptus Camaldulensis had by far the
greatest survival rate of 96%.

MACROINVERTEBRATE STUDIES

In November 2007, MRM undertook its first
macroinvertebrate (worms, clams, crustaceans and insects)
monitoring study to gather baseline data for future
rehabilitation, and monitoring of the health of habitats
surrounding the mine.

A total of 34 Families of aquatic macroinvertebrate were
identified. Ephemeropteran (Mayflies) larvae were the most
abundant group encountered, followed by Decapods (shrimp
and crabs). Odonata (Dragonflies) and Coleoptera (beetles)
were the most diverse groups encountered.
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MONITORING

The comprehensive range of environmental management
programs undertaken by MRM are designed to meet
government environmental management strategies and
identify any emerging or potential impacts.

Monitoring results are compared against baseline
information from as early as 1992, and national guidelines
for water sediment, dust, seawater, marine sediment and
food guidelines set by the Australia and New Zealand
Environment and Conservation Council (ANZECC).

SURFACE WATER

Surface water is monitored up and downstream within
Barney Creek, Surprise Creek, the Glyde River and the
McArthur River to check water quality for any potential
contaminants and sediment from the river banks. In 2008
the program was expanded to monitor the materials used
to construct the river rechannels and the quality of water
flowing through them.

A series of new monitoring sites were commissioned in 2008
along the McArthur channel and alongside Barramundi
Dreaming, in order to gain an understanding of the recently-
formed channel and for control purposes.

An early warning flood system base was also constructed at
the confluence of the McArthur River and the Kilgour River
to alert the mine of rising water levels.

STREAM SEDIMENT

MRM collects stream sediment at the surface water sampling
sites to assess all possible types of impact by the mine on
riverine ecosystems. The results of these tests are influenced
by mine operations, weather conditions creating fugitive

dust and the naturally occurring high levels of minerals in
the environment. Analysis of Barney Creek and Surprise
Creek is further complicated by the nature of these waterways,
which are dry for more than 10 months of the year.

Sediment sampled from McArthur River and Surprise

Creek showed that heavy metal levels continued to be well
below ANZECC guidelines. Data indicated the Tailings
Storage Facility (TSF) is a source of sulphate, and to a lesser
extent zinc, to groundwater and Surprise Creek, but average
figures across the year showed levels well within ANZECC
trigger values at the edge of the MRM lease. Some seepage
from the TSF was recorded into Surprise Creek, which

is expected to be significantly mitigated by the recently
commissioned TSF recovery bore system.

In Barney Creek, sediments are heavily influenced by

the geological characteristics of the Creek. The ‘Here’s

Your Chance’ orebody outcrops in the creek and the higher
concentration of metal found in this rock is a source of
heavy metal sediments in the stream. Natural weathering
processes break down this rock, which releases heavy metals
and other matter. This resulted in higher levels of metals in
the water samples.

Monitoring for erosion of the McArthur channel and associated
downstream sedimentation commenced in the 2008 dry
season. No major signs of erosion have been observed to date.

DUST ANALYSIS

Fifteen depositional dust gauges, located strategically
around the mine and at Bing Bong to capture fugitive dust
sources and prevailing wind conditions, monitor potential
contaminated dust particles arising from MRM activities.
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L COASTAL LANDSCAPE NEAR THE PORT OF
i BING BONG IN THE GULF OF CARPENTARIA

In line with the AS3580 1990-1991 Standard, gauges remain ~ SEDIMENT
in place for 30 + 2 days, and are then replaced and analysed

) ; Iron, copper, zinc and lead concentrations in sediment at
for Total Insoluble Matter (TIM), Total Solids (TS), lead and zinc.

all offshore sites surrounding the Bing Bong loading facility

As expected, the highest TS values were observed adjacent increased from 2004 to 2008, and the 2008 levels were
to the MRM run of mine (ROM) pad/Pacrim yard, where among the highest recorded since 1998. However, metal
loading and crushing of ore is undertaken. levels have shown substantial fluctuations during this period

due to natural changes in sediment composition. Lead
isotope ratios indicate lead in the offshore sediments was
derived from natural background sources.

No clear temporal trends were observed with high variability
in TS values throughout the year. However, from late 2007
through to 2008, the TS at several of the monitoring sites

located to the east of the ROM pad decreased, indicating Arsenic concentrations were high in sediment from

an improvement in dust mitigation measures. three sites in the vicinity of the load-out facility. CDU

An overall decreasing spatial trend moving away from the recommended the distribution and speciation of arsenic in
ROM pad/Pacrim yard was observed, with the exception of sediments in the Bing Bong area be further investigated to
D15, which is likely impacted from dust generated at the determine whether the arsenic concentrations are a natural
Tailings Storage Facility (TSF). Rehabilitation of cell one of phenomenon. MRM will ask CDU to investigate arsenic
the TSF commenced in September 2008, and is anticipated levels in more detail.

to significantly reduce the quantity of dust generated. Zinc concentrations in sediment from the western beach

were elevated relative to eastern beach and offshore

MARINE MONITORING : . ) ] .
sediments. This is attributed to westerly winds blowing

MRM monitors heavy metal concentrations around the ore concentrate dust from the loading facility. MRM
Bing Bong loading facility by sampling seawater monthly continues to monitor sediment in the western beach area
and sediment twice per year. This is complemented by an closely. In addition, in late 2008 and early 2009 actions

annual marine monitoring program in and around Bing Bong taken to reduce the dust from the loading facility included:
loading facility and coastal areas, conducted by Charles

. - o The replacement of the concentrate storage shed roof,
Darwin University (CDU) in mid-December.

which was previously rusty and had areas in which dust
The program’s purpose is to determine the heavy metal status could escape

of seawater, sediment and marine biota in the area surrounding o The addition of more sprinklers around the shed

the Bing Bong loading facility and also the area at the mouth
of the McArthur River. In the 2008 study traditional owners
were involved and joined the team from CDU.

The review of procedures for the transport and handling
of concentrate.

Dredging in the swing basin in 2009 will further reduce

The information following is derived from the CDU report, metals in sediments surrounding the loading facility.

delivered in April 2009.
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: .; MCARTHUR RIVER CHANNEL PRE 08/09 WET SEASON DEPICTING
& VEGETATION FROM DIRECT!SEEDING AND WATER BIRDS

The average metal concentrations in sediments surrounding
the Sir Edward Pellew Islands were substantially below

the ANZECC ISQG-high guideline values. This finding is
consistent with previous studies that have shown there

has been no recent increase in zinc or lead deposition
attributable to the McArthur River Mine.

SEAWATER

Nickel, zinc, cadmium and lead concentrations in all
seawater samples were significantly lower than the ANZECC
(2000) Water Quality Guidelines, both in the Bing Bong area
and around the Sir Edward Pellew Islands. Cobalt and copper
concentrations were above guideline levels but were still
considered to be at natural background levels.

BIOTA INCLUDING OYSTERS

The 2008 concentrations of copper, zinc and lead in oyster
soft tissue were within the range of concentrations recorded
previously, and average copper and cadmium concentrations
declined relative to previous years.

As with sediment at Bing Bong, the concentrations of lead in
molluscs from the western beach were elevated, indicating
uptake of ore-concentrate blown from the loading facility.

Arsenic was above the maximum guideline level for
inorganic arsenic at some sites however only total arsenic
was measured. This means that the guideline could have
potentially been exceeded. MRM has accepted CDU’s
recommendation that analyses of inorganic concentrations
of these oysters be carried out to determine if these
concentrations are a natural phenomenon.

SEAGRASS

Copper and cadmium concentrations in most seagrass leaf
and root tissues were lower in 2008 than in previous years.
Zinc and lead concentrations were within the range recorded
for 2002-2008. Lead isotope ratios in leaf and root tissues
surrounding the Bing Bong loading facility ranged from near
background ratios to slightly elevated compared to typical
background ratios.

WEED MONITORING

Weed management activities conducted during 2008
involved aerial and quad mounted spraying, hand pulling
and burning techniques, to reduce the spread of several
species on site. The main species targeted included
Noogoora Burr, Devils Claw, Bellyache Bush and Parkinsonia.

Major areas targeted were within rehabilitation areas, the
perimeter of the camp, the southern side of the river in the
location of the old McArthur River homestead and along the
airstrip. Weed management will continue in 2009, with

an emphasis on the McArthur River channel.

BING BONG DREDGE SPOIL AREA

Unfortunately after collecting sediment samples from the
Bing Bong spoil and sending them to CDU, further work
was suspended after the university student ceased his
overseas vacation work with them.

Earthworks were completed during 2008 on the dredge
spoil, mainly to change the heights at release points
between ponds in order to facilitate greater leaching of
saline over the wet season.

In 2009, a larger focus will be placed on the dredge spoill,
including the management of vegetation and weed control.

RECHANNELLING REHABILITATION

In March 2008, 20 hectares of batters along the McArthur
River channel were direct-seeded with tree, shrub and grass
species. Two different vegetation mixes were used for the
two levels of batters, to match vegetation survey results
which showed different specific species inhabiting different
levels on the bank’s gradient.

Prior to the 2008/09 wet season, 59 hectares of gully and
offset areas were also direct seeded with approximately
15 species of grass.

A total of 31,130 seedlings from eight species were delivered
to site in 2008 from two nurseries in Darwin and a further
11,500 seedlings from four species propagated by on-site
environmental personnel and local trainees.



UPPER REACHES OF THE GLYDE RIVER

Unfortunately, due to the Commonwealth approvals process
related to the open-pit conversion, all rehabilitation works
were suspended for the majority of the 2008/09 wet season.

To replicate the natural McArthur River, large woody debris
was placed along the length of the channel along with
large boulders, which in turn will trap sediment and seed
and create habitat for aquatic fauna. Rock lining was also
completed on all drainage structures entering the channel,
and testing during the 2008/09 wet season showed no
erosion of this lining.

All rehabilitated areas along the length of Barney Creek
and the McArthur channel were fenced in 2008, and stock
mustered out to decrease the amount of erosion, trampling
and spreading of weeds caused by cattle.

TAILINGS DAM REHABILITATION

In 2008, tailings deposition moved into cell two, and perimeter
spiggoting for discharge purposes was implemented, which
enables more sediment than water to settle against the
inside wall, minimising potential for leakage.

Rehabilitation of cell one commenced with approximately
75% of the area covered in 0.5 metres of clay. In the future,
overburden material and then topsoil material will also cover
cell one, enabling rehabilitation with native species. This
application of clay will dramatically decrease dust generation
over the area in 2009.

The tailings dam experienced some minor sulphate seepage
into Surprise Creek several years ago, which MRM has
worked to eliminate by moving the cells further from
Surprise Creek and conducting trials of geopolymer fill to
reinforce TSF walls and act as an additional barrier.
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Water levels within each TSF cell are checked daily.

Each month, surface water and groundwater are checked
through monitoring bores and water samples taken from
the sediment ponds, as well as Surprise and Barney Creeks.
The condition of the embankment is also inspected.

In 2008, this monitoring confirmed heavy metals and
sulphate levels in Surprise Creek are within the ANZECC
2000 guideline trigger levels for freshwater for the 95%
protection level.

Monitoring of flora and fauna in the area surrounding the
tailings dam has equally recorded no impact on local flora
or fauna.

BIODIVERSITY OFFSET

Xstrata’s corporate policy commits MRM to designing a
biodiversity offset program that compensates potential
impacts on the local, regional, and global environment of
mining operations.

In 2008, no further work was conducted on the proposed
Glyde River biodiversity offset area as information and
feedback is still to be provided by the Northern Territory
Government.

MINE CLOSURE PLANNING

A preliminary mine closure plan was prepared in 2008,

in line with the SD Standards requirement. MRM is expected
to operate for many more years, but the mine closure plan
provides a basis for orderly planning and budgeting to
address identified social, environmental and economic
issues associated with closure.
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TABLE 6: KEY MATERIAL USE 2008

Copper sulphate 5,135 tonnes ' 4,315 tonnes

Ammonium nitrate/fuel oil 27 tonnes = 43,165 tonnes

Emulsion 391 tonnes 3,001 tonnes

Grinding media 3,295 tonnes 3,140 tonnes

Lubricating oil 271 kilolitres ' 301 kilolitres

Xanthates 1,283 tonnes | 1,128 tonnes

Initiatives to reduce materials use in 2009 will include:

¢ Investigating the use of waste oil for blasting

¢ The use of fuel additives to reduce fuel consumption
e Optimising haulage routes

¢ Improving tyre management

e Greater road maintenance.

WASTE MANAGEMENT AND DISPOSAL

All non-salvageable waste is disposed of in line with MRM’s

strict waste management policy and legislative requirements.

This year, more than 200 tonnes of waste was salvaged and
documented by the Environment Team, significantly more
than 2007 due to better management, cleaning up and
removal of unwanted material. Total salvageable waste is
shown in the following table.

HAULAGE TRUCK'MOVES ALONG THE
CARPENTARIA HIGHWAY, BORROLOOLA NT

TABLE 7: SALVAGEABLE WASTE 2008

Batteries 12 tonnes 2 tonnes
Non-hazardous waste 577 tonnes 48 tonnes
Waste ol 236 kilolitres . 150 kilolitres
Scrap metal 140 tonnes 8 tonnes
Aluminium cans 5 tonnes 5 tonnes

Xanthates 1,283 tonnes | 1,128 tonnes

WATER

MRM continued to focus on water efficiency as part of its
mill operations. In 2008 we maintained our recycled water
rate of approximately 95%.

TABLE 8: WATER CONSUMPTION IN 2008

Raw groundwater 1,388.0 524.0
Raw surface water 30.3 35.9
Potable water 45.5 Not reported

Water consumption increased significantly in 2008 due to
large volumes of water being used on:

e Dust suppression on haul roads and within civil
construction work areas



¢ Clay conditioning on the mine levee wall and within the
OEF construction phase.

In 2009, a groundwater study and operational simulation
model of surface water will be conducted to give a better
understanding on the inputs and outputs of water on-site
and inform future efficiency decisions.

MRM’s groundwater is mainly sourced through the Emu,
Donkey and Mimex borefields in close proximity to the mine.
Surface water is sourced primarily from rainfall collected in
the raw water dam from McArthur River, when the level is
within the extraction license conditions. In 2008, MRM sought
and was granted permission to obtain further water from the
new channel area to aid in rehabilitation and dust suppression.

ENERGY

TABLE 9: ENERGY CONSUMPTION BY SOURCE 2008

Diesel (Kilolitres) 17,1425 18,593.5
LPG (tonnes) 36.8 49.0
Petrol (kilolitres) 13.1 13.0
Electricity (kilowatt hours) 120.8 million 119.4 million

Initiatives to save on power consumption implemented
during 2008 included the replacement of hot water systems
in the site change rooms and camp with solar powered
systems, and maximising grinding media size, therefore using
less power per tonne produced.

GREENHOUSE GAS EMISSIONS

MRM is committed to reducing its greenhouse gas emissions.

Greenhouse gas emissions decreased from 159,093 CO,
tonnes equivalent in 2007 to 133,537 CO, tonnes equivalent
in 2007.This decrease was derived primarily by a reduction in
emissions from, and explosives associated with, the open pit
expansion works.

TABLE 10: GREENHOUSE GAS EMISSIONS 2008

Diesel 46,253 55,168
Electricity 86,527 85,509
LPG 106 140
Petrol 31 33
Explosives 621 23,154
Non-hazardous waste offsite 0 91
TOTAL 133,537 159,093
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CARBON POLLUTION REDUCTION SCHEME

Xstrata recognises climate change is a reality that presents
social, economic and environmental risks that are global and
that will require a global solution.

Xstrata Zinc Australia favours a measured approach that
aligns the introduction of market-based mechanisms to
reduce carbon emissions with a comprehensive global
agreement.

The Australian Government released a White Paper in
December 2008, outlining the final design of the Carbon
Pollution Reduction Scheme (CPRS) and the medium-term,
target range for reducing carbon pollution. The government
aims to introduce the CPRS Bill to Parliament in June 2009,
and enforcing compliance with the CPRS from 1 July 2010.

Given forecast base metal prices and based on current
emissions and carbon prices in excess of $20/tonne, Xstrata’s
zinc mining and processing operations in Australia would

be significantly impacted by the proposed CPRS in the form
outlined in the White Paper. The impact of the CPRS, as it

is currently proposed by the Federal Government, will make
these operations less globally competitive in the context of
the Global Financial Crisis.

NATIONAL GREENHOUSE GAS AND ENERGY REPORTING

The Australian Government established the National
Greenhouse and Energy Reporting System (NGERS) in

2007 to determine financial liabilities and allowances under
its CPRS.

A project team has been given responsibility for ensuring
accuracy of data and compliance with the first NGERS
reporting for the period of 1 July 2008 to 30 June 2009.

As part of preparation for the CPRS, three-year budget
forecasts and KPIs for carbon intensity and carbon footprint
were developed. In 2009, a climate change action plan will
be developed to reach these KPIs.

OVERBURDEN

Four additional groundwater monitoring bores were
constructed around the perimeter of the Overburden
Emplacement Facility (OEF), in order to detect any changes

in groundwater chemistry. As a result of the southern

run-off dam and sediment dam being completed for the
OEF, aquatic flora was planted to aid in metal uptake and
decrease any possible sediment issues during the wet season.

Overburden is tested as it is removed from the mine so

that only Non Acid Forming material is used on the external
faces of constructions, like the OEF, flood protection bund
and tailings storage facility.
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GRI Index

Indicator, description, reporting level and location in this report.

GRI Indicator Location GRI Indicator Location GRI Indicator Location

Vision and Strategy Economic Performance Indicators Social Performance Indicators — Labour Practices
11 v £c1 v 18 and Decent Work
. age
page 4-5; page 10-11 pag LAL v page 13
1.2 v EC2 page 37
o : £c3 % LA2 v page 12
Organisational Profile LA3 v page 17
21 v Inside front cover Eig : LA4 v page 17
2.2 v Inside front cover fcs 9 20 LAS v page 17
2.3 v Inside front cover page LAG v page 17
24 v Inside front cover EC7 page 21 A7 v page 13
25 v Inside front cover EC8 v page 24 LAS v page 13-16
2.6 v Inside front cover ECO page 20-24 LA9 X
2.7 v Inside front cover MML1 v page 18 LA10 page 15
MM2 X
2.8 v page 3 : : LA11 v page 15-16
29 nla No significant changes Environmental Performance Indicators LAL2 page 15
2.10 v page 8 EN1 v page 36 LA13 page 12-13
X
Report Parameters ENZEmM4) v 3 LA14 v page 16
page
3.1 v Inside front cover ENa page 37 MM12 v page 13
3.2 v Inside front cover ENS age 37 MM13 v page 14
3.3 v Inside front cover ENG Pag 37 Social Performance Indicators — Human Rights
. page
3.4 : Inside front cover EN7 x HR1 x RRefer toR;(;t;ita plc SD
35 page 7 ENS v page 36 HRo o 17
3.6 v Inside front cover page
EN9 v page 37
3.7 x EN10 page 36 iR page 17
3.8 n/a Not material ENLL - 28 HR4 v page 17
age
39 wa  GRIindicator protocols pag HR5 v page 16
- used EN12 v page 30 HR6 v page 17
3.10 n/a No restatements EN13 v page 34-35 HR7 v page 17
3.11 n/a No significant changes EN14 v page 30-35 HR8 v page 17
3.12 v page 38 EN15 v page 28 HRO v page 17
3.13 page 9 EN16 v page 37 MM11 page 26
EN17 X
Governance Structure and Management Systems N1 oo 37 Social Performance Indicators — Society
41 v page 8 peg So1 v page 23-27
x EN19 / No ozone depleting
4.2 ReferS tDoRXstratta plc nia substance emitted S02 X
43 x epor EN20 x s03 X
People and workplace for S04 X
a4 employee feedback. Refer EN21 page 32
: to Xstrata plc SD Report EN22 page 36 05 v page 9
for shareholder feedback EN23 v page 29 SO6 v page 9
45 X Ref X | EN24 X SO7 n/a No legal actions
efer to Xstrata plc .
4.6 X SD Report P EN25 page 32 SO8 n/a No fines
4.7 X EN26 X MM7 v page 21-22
4.8 v page 7 EN27 n/a MM8 nla Not material
4.9 v page 7 EN28 v page 29 MM9 n/a
210 x Refer to Xstrata plc SD EN29 page 29 MM10 v page 35
. 5 Repor; EN30 v page 28 MM11 v page 26
. page MM3 v page 30-35 Social Performance Indicators — Product responsibility
Refer to Xstrata plc SD
4.12 X R MM4 PR1 n/a
eport n/a
(EN2) PR2 n/a
4.13 v page 8
4.14 v page 18 MMS X PR3 n/a
- MM6 v page 37 PR4 nla
4.15 v page 18
4.16 v page 21 PRS na
417 v page 21-22 PRO n/a
PR7 n/a
PR8 n/a
PR9 n/a

+ Fully reported Partially reported X Notreported n/a = not applicable



