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POLICY

Risk is an intrinsic aspect of business and is inseparable from opportunity. It is our ability
to pursue opportunity with enthusiasm, entrepreneurial flair and innovation, secure in
the knowledge and confidence that we have effectively identified and managed the
associated risks that determines our success.

A robust and comprehensive programme - embedded throughout the organisation - to
identify, understand and manage risks provides greater certainty to our shareholders,
employees and other stakeholders that we will be successful in our Mission.

The objective of our risk management system is to ensure an environment where we can
confidently grow shareholder value through developing and protecting our people, our
assets, our environment and our reputation.

To achieve this, we have implemented a structured and comprehensive risk management
system across the Group, which establishes a common understanding, language and
methodology for identifying, assessing, monitoring and reporting risks and which
provides management and the Board with the assurance that key risks are being
identified and managed. To this end management should manage their risks under one
uniform framework in accordance with industry accepted risk management structures
(ISO 31000: 2009). While the responsibility for the risk management system ultimately
rests with the Board clear roles and responsibilities are established for each commodity
business unit.

Our risk management policy requires each commodity business and corporate
function to undertake a comprehensive annual risk review, as part of their ongoing
process for identifying, evaluating and managing significant risks the results of
which are communicated to the respective Audit Committees of the Group. The
conclusions of this review are fully integrated into the annual business plans presented
for Board approval. The commodity business units are responsible for
implementing and managing appropriate risk control systems and processes within their
operations. Progress against plans, significant changes in the business risk profile and
treatment plans established to address controls and mitigate risks to be reported to the
CBU and PLC Audit Committees, the Executive Committee and the Board.

The Audit Committee, on behalf of the Board, reviews the effectiveness of the
Company’s risk management system. Assurance that risks are being effectively
identified, managed and controlled is provided to the Group Executive Committee and
the Board through the assurance programmes operated independently of
management by Group Audit Services and the Sustainability Development Group.

OBJECTIVE

Risk management is viewed as central to the organisations management processes in
that Risk is defined as the effect of uncertainty on objectives. Xstrata's governance
structure and process will be based on the management of risk. Effective risk
management by managers is regarded as essential for the achievement to the
organisations objectives.
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By managing all the risks we face using a consistent framework and methodology we will
seek and exploit opportunities to create benefits while managing the potential
downsides, therefore ensuring that shareholder value is created and enhanced.

SCOPE

This Policy and Framework establishes a common methodology which applies to all
areas of the Xstrata plc Commodity Business Units, to all Divisions, Projects, Site and
new or acquired Divisions and / or sites.

Typical applications include:

e Whole of Mine Broad Brush Risk Assessments (BBRA) / Baseline Risk Assessment;
e Operational activities;

e Application for Expenditure (AFE);

e Request for Major Operating Expenditure;

e Major Projects;

e Major Contracts;

e Business Planning Reviews;

e Life of Mine Risk Assessments; and

e Operating Unit Closure.

Additional detail is provided in the Xstrata place Risk Management Procedure
RESPONSIBILITIES AND IMPLEMENTATION

It is the responsibility of the Global Head of Audit and Risk to review this policy on a
regular basis.

The Chief Financial Officer, the Executive Committee of Xstrata (Schweiz) AG, and the
Chief Financial Officer of the Business Units are responsible for providing leadership,
resources and active support for implementing this policy and framework.

REQUIREMENTS (CODES, STANDARDS, LEGISLAITON AND REGULATIONS)

To ensure effective and leading practice processes in the management of risks due
cognisance needs to be taken of the requirements contained in:

ISO 9001:2007

ISO 14001:2004

ISO 31000:2009

ISO Guide 73: 2009

OSHAS 18001:2008

ICMM Standards

Applicable SD legislation

UK Combined Code - Financial Reporting Council

Internal Control: Guidance for Directors on the Combined Code / Turnbull Guidance
Xstrata plc 17 Standards
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6 FRAMEWORK

COMMIT & - P
MANADATE Strategic Process >
o Audit Committee

o Policy & Framework l o Risk Mgt Committee
e Risk Mgt Plan _—— _———— o Risk Champions
o Assurance plan -~ 1 Tactical Process |' =~ o Risk & Control
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® Risk Mgt Procedures /
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ESTABLISH THE CONTEXT

S

* Objectives

e Stakeholder

¢ Key Elements
e Criteria

e Learn lessons

\

RISK IDENTIFICATION

¢ What can happen
¢ What causes it to happen
¢ What does it lead to
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ASSESSMENT

RISK ANALYSIS

Strategic Process

¢ Review control
¢ Consequences
sLikelihood
sLevel of risk
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* Assure Controls

Monitor & Review
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RISK EVALUATION

e Apply criteria
* Rank
¢ Screen out minor risks

A

RISK TREATMENT

e Identify options
e Evaluate cost benefit
¢ Develop plans

* Monitor risks
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MEASURE & = n
eRisk Register

eAssurance Profile
eRisk TreatmentPlan

REVIEW

COMMUNICATE &

TRAIN
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e Control assurance

. \ eReporting templates /
e Risk Mgt Plan progress ~ P 9 p ,’ e Communications &
oGovernancg reporting \‘~___________.1___________.-—' reporting plan
e Benchmarking e Training strategy

o Performance criteria
e Risk Maturity Model

A

Strategic Process
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Additional detail is provided in the Xstrata plc Risk Management Procedure.
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