








SATISFACTION OF OUR PEOPLE

At close 2010, with the incorporation of ASARCO into GRUPO MEXICO, the Mining Division registered a total 13,722 employees,

76% of which are union personnel, with an average annual turnover of 5.36%.

WORKFORCE DETAILED BY TYPE OF CONTRACT
MINING DIVISION 2008-2010 (THOUSANDS OF EMPLOYEES)
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Note: Information for ASARCO is included in the

operations of the Mining Division as of 2009.

AVERAGE ANNUAL TURNOVER RATE
MINING DIVISION 2008-2010
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MINING DIVISION, DETAILED BY REGION, 2010
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Note: In our 2009 report, the turnover rate was reported at the corporate level.
This year we report the turnover rate at the mining division level.

24 Sustainable Development Mining Division

-:Edgar Cornejo, engineer

Our personnel is the most
important resource we have.

“After twenty-five years of service, | have to thank GRUPO MEXICO, not only for
the professional experience the company has given me, but more so for having
given me the opportunity to develop as a person, the opportunity to provide
protection and education for my family, the opportunity to really contribute to
the place where | was born, and the opportunity to work for the development of
my country.

I am currently Head of Management Systems, where I've had the opportunity to
work as coordinator oninternational certifications. In 2002, we received IS0 9001
international certification and in 2008, ISO 14001 Environmental Management
System and OHSAS 18001 Workplace Health & Safety Management System
international standard certification. The latter of these means the Health and
Safety risks of our employees are controlled because our personnel is the most
important resource we have.”
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Michelle Lammers, Mission South Mill Manager, and Mike Gibson, South Mill Operations Supervisor at Mission, Arizona (ASARCO) “La Caridad” school is recognized for the quality of education it offers the children of our employees

GRUPO MEXICO offers additional benefits to those set by law. The benefits package the company
offers employees includes:

SALARIES AND ADDITIONAL BENEFITS
Employee benefits

Relationship between the Initial Total Benefits Package and the Minimum Wage

Salary-related: Others:
In 2010, in the Mining Division, the Initial Total Benefits Package (TB) average was equivalent to » Life Insurance » Housing assignment
10.58 times the Minimum Wage (MW), representing a 1% increase, compared with 2009. The »  Major Health Insurance »  Municipal services (power, water, etc.)
Initial Total Benefits Package includes the initial base salary, productivity bonuses, benefits, and, » Family protection insurance » Medical clinics
where applicable, employee profit sharing. The TB/MW average of the Mining Division is a weighted » Savings Fund » Schools (primary and middle) for children of employees
average that considers the number of workers and the TB/MW of Minera Mexico, Southern Peru, » @rocery vouchers »  (Cafeterias for employees
and ASARCO. »  Productivity bonus »  Sports facilities
»  Pension Fund » Maintenance of green spaces and gardens in company

residential neighborhoods
»  Academic scholarships
» Transportation for employees

Note: These benefits vary according to the Collective Bargaining Agreement in place at each unit and/or by region.
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Ma. Isela Fat Villanueva and Veronica Maria Castillo Medina, Chemists at the Central Lab at the Zinc Elec-
trolyte Refinery analyze raw materials, process controls, and finished products for quality assurance.

ETHICS AND DIVERSITY

We are committed to being a exemplary company and recognized as an employer of choice,
operating in good legal standing, respecting our values and the Codes of Conduct and Ethics.

Our employees receive the Codes of Conduct and Ethics through biannual programs. These are
also available on our website.

Similarly, we promote equal opportunity among our personnel, within a work environment that
values diversity and we reject any class of discrimination, forced labor, or child labor.

» Our wage scale doesn't differentiate between men and women

» 6.6% of our total workforce are women

» Over 95% of Minera México’s senior management are local

» 85% of Southern Peru’s senior management are local

“Both men and women
have the same capacity
to face challenges and to
open doors”

SX/EW Plant Operations Supervisor
Mexicana de Cobre, Sonora (Mexico).

“| starting working at GRUPO MEXICO, Mexicana de Cobre in Nacozari de Garcia
when | was 25, on April 1, 2008, after graduating with a degree in Chemical
Engineering. | was a Lab Technician in Process Engineering for 9 months before
the Superintendant of the SX/EW plant gave me the opportunity to take on the
position of Operations Supervisor. | was the first woman to hold the position at
this plant.

I'm very proud of this achievement, not only as a personal benefit, but to show
that both men and women have the same capacity to face challenges and open
doors so that other women can work in areas that had been for men only.

Besides the satisfaction of performing my daily work, | am proud to have
developed other activities and improvements for the plant, to benefit the plant
with better performance and growth, laying the preparation for greater growth
and developing my life plan and career with GRUPO MEXICO.”
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HUMAN AND PROFESSIONAL DEVELOPMENT

We evaluate the performance of our personnel using a skill based methodology (technical and

administrative).

As a result of the performance evaluation processes, in 2010 we responded to the training needs

detected among our employees through programs developed according to these needs.

TRAINING HOURS
MINING DIVISION 2009-2010

THOUSANDS OF TRAINING HOURS

The topics offered include:

Technical and
administrative
skills

Occupational
Safety

Changing

English
Culture g

Computer
Studies

Training hours increased 47% in 2010, compared to the previous year. Similarly, the average

number of training hours per employee increased 52% over 2009, from 32.7 to 49.6 training hours

per employee.

“I have proven to myself
that nothing is impossible
to achieve.”

Mexicana de Cobre Warehouse

Sonora, Mexico

‘| joined GRUPO MEXICO 25 years ago, not knowing how to read or write, and |
had difficulty communicating because my mother tongue is Nahuatl.

Thanks to Mexicana de Cobre, today | can read, write, and speak Spanish
better. Now | do my job a lot easier thanks to this opportunity. For this and
many other things the company has given me, | have proven to myself that
nothing is impossible to achieve. Wanting and having the support I've
received, anything is possible. And we're on our way to much more.”

Tomds Tepexi has completed middle school as a student in the “Cero Rezago
Educativo” program that Minera México operates at its different units.
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MINERA MEXICO'S CAMBIO DE CULTURA PROGRAM

As part of our focus on continual improvements in managing our human resource, Minera México
launched its Cambio de Culturaprogram (Changing Culture) in 2010. Starting 2010, all Minera México
employees began to work on concrete actions to achieve change in the culture of the organization,
marking a historic landmark for our company.

The mission of the program is to consolidate a new organizational culture at Minera México,
according to the current context in Mexico and aligned with the business strategy.

The Changing Culture program is governed by the following:

1. We are people-oriented, our workforce is the fundamental factor for our success, their participation and
commitment are key to maintaining our competitiveness and leadership.

2. Safety, the environment, improving workplace conditions and the communities where we operate, and
employee development are essential to our business strategy.

3. Open and honest communication is the only way to find solutions and agreements where we all win.

4. A peaceful workplace is vital to maintaining the sustainability of the business, therefore respect, honesty,
and responsibility must prevail in our working relationships, strictly complying with that provided by law,
by the individual employment and collective bargaining agreements, and their respective agreements and
regulations.

5. We are focused on continually improving our levels of quality, productivity, efficiency, and profitability, as
this is the only way to further the development of our company and generate more and better jobs.

6. Teamwork is part of our daily performance, maximizing leadership, expertise, experience, and the talent
of all our personnel to achieve better results, putting the interests of the company and personnel ahead of
personal interests.

Actions taken:

The most significant actions taken as part of the Cambio de Cultura program during 2010 include:

»Launch workshop for Cambio de Cultura with Minera México management

»  Start of the Executive and Team Coaching Program for Minera México management

» 70 Conferences held to launch Cambio de Cultura, with over 3,000 employees participating at 9
units (mines, plants, and offices)

The Cambio de Culturaprogram is being implemented gradually and will reach all business units and
permeate change within two years. Considering the progress made during 2010, the goal set for 2011
is for the program to reach all Minera México employees.

Fire fighting tactics executed by our emergency response crew. La Caridad, Sonora.

OCCUPATIONAL HEALTH & SAFETY

Seven Minera México units received OHSAS 18001:2007 certification in 2010 for their Workplace
Health & Safety Management Systems and three received their re-certification from 2009. We are
working to receive this certification for Buenavista de Cobre. As of March 2011, Southern Peru is
certified under this same standard for Smelter and Refinery.

At GRUPO MEXICO we make an effort to increase the commitment of our employees in having
safe workplaces and to perform their tasks through integral occupational health and safety
management procedures and systems. We aspire to a goal of “Zero Accidents” through
ongoing improvement.

INVESTMENT IN OCCUPATIONAL HEALTH & SAFETY (OHS), MINING DIVISION, 2010

MILLIONS OF US DOLLARS

Safety $26.92
Occupational Health $ 3.22
Total OHS Investments $30.14

Occupational Health & Safety Performance

We have safety bodies, such as the Central Safety Committee, the Health and Safety Commission,
and also Department Committees and Safety Cells that diversify and reinforce monitoring in terms of
health and safety. In 2010, 54% of our mine personnel were represented by these safety bodies.
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At close 2010, the incident rate (IR) for the Mining Division had reported a 23% reduction compared
to 2009, a significant improvement that is the result of prevention efforts.

INCIDENT RATE (IR)

SCC ASARCO MINING DIVISION (ASARCO & SCC)
2.0 40 2.0
1.88
3.65
1.45
327
3.0 1.0
0 0
08 09 10 09 10 09
R - No. of incapacitating accidents X 200,000

Total No. of man-hours worked

GRAVITY RATE (GR)

SCC ASARCO MINING DIVISION (ASARCO & SCC)

0.67
0.62
0.37
0.33
0 0
09 10 09
~ No. of days lost x 1.000

Total No. of man-hours worked
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Occupational Health

Although there was an increase in the occupational disease rate during 2010, compared to the previous
year, we continue to take preventive action to improve our performance. We continue working on
improving workplace conditions and developing training programs on topics of health prevention and
health and safety. These programs focus on the prevention and detection of occupational diseases
that are predominant in the mining sector: hearing loss and silicosis in the lungs. We also continue
with programs that address chronic degenerative diseases, extending the scope of the coverage to the
families of our employees and the communities where we operate.

OCCUPATIONAL DISEASE RATE (ODR)
MINING DIVISION 2009-2010

09 0.41%

e
b

ODR = No. of cases of professional diseases X 200,000
Total man-hours worked

Our health and safety training programs cover the following aspects:

Aspects: Program Topics:

» Educational » Health prevention (health risk analysis, quality of life,

» (Consulting self-care, etc.)

» Risk prevention » Detection of non-transmittable chronic illnesses

» Treatment »  Promoting health (physical activity, healthy diet, etc.)

» Medical support » Accident prevention

»  Social assistance »Transportation assistance for patients to other medical
centers

» *Preventing exposure to lead and arsenic
» *Breathing program
» *Communicating dangers

*Programs offered at ASARCO.
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My contribution in the company is by supporting the preparation of studies, diagnostics, and social maps of Our
People and Our Community, to profile the participation strategies for the Social Development Plan.

Janeth Pérez
Social Development Dept. Minera México
Zinc Electrolyte Refinery / San Luis Potosf (Mexico)



“Bicentenario” Park is part of our efforts directed at responding to the needs felt in our communities,
including the creation of open recreational spaces.

DIALOGUE WITH AND VALUE FOR OUR
COMMUNITIES

We strive to generate social management models with our interest groups. Our ob-
jective is to reach a state of synergy between the community and our operations. To
achieve this, in 2010 we designed projects in which we invested US $27.8 million.

In Mexico, our efforts are focused mainly on the Community Development Cen-
ters, which put into action the projects proposed by the community and in turn
involve us in their initiatives. In Peru, our work is through the projects developed
by our community relations team, under the framework of the Programa Minero
de Solidaridad con el Pueblo program, with the state.

The community development team works on defined programs in the follow-
ing areas:

INVESTMENT IN COMMUNITIES 2010
1. Strengthening Human Capital and creating productive projects MILLIONS OF US $
2. Developing Infrastructure and Services

3. Creating Opportunities for Social Wellbeing

Community Development Community Development Programs $ 0.72
Sponsorships and Donations $ 743
INVESTMENT IN COMMUNITIES 2010 W EEICHNE § 108
Employees Schools $ 3.39
SCC Communities Sports Events $ 0.48
Investment in our neighborhoods $ 5.49
TOTAL $ 27.86
1 2 3
1. Strengthening Human Capital 3% . .
2. Developing Infrastructure and Services 69% Over 90,000 people have benefited from our Communlty
3. Creating Opportunities for Social Wellbeing 28% Support programs.
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COMMUNITY DEVELOPMENT PROGRAMS

1. STRENGTHENING HUMAN CAPITAL AND CREATING PRODUCTIVE PROJECTS
Courses on trades and productive skills (small industry workshops) and consulting and project profil-
ing (systematization of processes).

Our principal axis for participation is through technical training and skill development, for the execution
of projects that generate sustainable opportunities for business and access to a better quality of life. We
invested US$718,000 in 2010 in these actions.

Community Development Center
Zinc Electrolyte Plant, San Luis Potosf, Mexico

MEXICO PERU
i¥ ‘(’ : ]
1,321 people trained Training for Ite farmers in managing Water Resources [ ;:jj
Training in productive courses with a business vision
60 producers trained
381 participants Strengthening of competitive skills for oregano farmers
Domestic technologies workshops in the province of Candarave e - -
The Zinc Electrolyte Plant Community
208 participants 5,460 teachers trained Development Center has given me the
Conferences and workshops with consulting and Teacher training in the Moquegua region

tools to go forward.”

profiling productive projects

90,000 eucalyptus plants and 10,000 taya plants
“Together with the trainings, we have received talks and workshops of all kinds that
have helped me to value myself more as a person and especially as a woman.

planted in the province of Candarave

Knowing the company is supportive of the community, | decided to follow their

More than 7,000 people benefited
example and today | give beauty and computer classes. | share what I've learned

To maximize the impact of these programs, we are working on inter-sector and inter-institutional ties, with others, who like me, want to learn and keep improving themselves for both

with the collaborative and co-responsible participation of the community. them and their families, because one of my philosophies is that if you give a

woman and mother the tools to go forward, you'll change a whole family.”
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Bicentenario Park, built by GRUPO MEXICO in San Luis Posoti, Mexico,
has spaces for recreational and cultural events and activities.

Principal works projects and municipal services supported

Education and Sports

MEXICO

Municipal Works and Services

» Delivery of construction materials to
improve open and covered public spa-
ces, facilities, air conditioning systems,
and playgrounds and other supports to
improve the academic infrastructure
benefiting 6,403 school children.

» Construction of the “El Pinacate” Shop-
ping Center in Sonora, as part of a stra-
tegy of community development and
integration, through education, culture,
and recreation.

» (Construction ofthe “Bicentenario” Park

» Loan of machinery and construction
materials donated for the priest resi-
dence in San Luis Potosi, as part of

the Social Development program.

over 5.5 hectares, in San Luis Potost.

PERU

Education and Sports Municipal Works and Services

> Improvement of the Ilo staff gymand ~ » Improvement of the water and sewer ~ » Paving, in collaboration with the To-
general repairs to the tennis court. network infrastructure in the district quepala government, in Villa Cuajone

of Pacocha. and Villa Botiflaca, in Cuajone.

Loan of machinery and labor to impro-

ve the landfill in Tacna.

2. DEVELOPING INFRASTRUCTURE
By maintaining the neighboring communities and the recreational areas, we create a friendly en-
vironment in our communities and we favor access to basic services, improving the quality of life
in the community. In 2010, we invested over US $10 million in infrastructure for the
community.
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“El Pinacate” Shopping Center
Social Development
for Nacozari de Garcia

Background
Nacozari de Garcia is nestled in the mountains in the far north of the state of
Sonora. With a mining tradition spanning over two centuries, Nacozari is the
closest community to our “La Caridad” mine operation and is home to many of
our people.

In July 2009, Minera México’s community development team started a project
with the Social Research Interdisciplinary Group of Universidad de Sonora to
perform a social diagnostic that would reflect the principal needs of the commu-
nity. Through workshops with different sectors of the population, problems were
identified and different alternatives explored for a participative solution.

“One of the key concems is the future and condition of young people, provid-
ing solutions to the problems of addiction and teen pregnancy, the creation
of recreational spaces, entertainment, and employment, and also reinforcing
eaucation, and support for parents in handling complex family situations. An-
other concemn is the aemand for jobs and opportunities for women. It should
be noted that the increased participation of women in the focus groups shows
a notable interest in working and supporting actions in favor of the community.”

Social Research Interdisciplinary Group. Universidad de Sonora. Analysis and results report.

November 2009.

The “El Pinacate” Shopping Center, once a power plant, seeks to preserve the original facade
of a building with historic value for the community.
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Actions

On completing the analysis phase, GRUPO MEXICO took the initiative to develop
a series of projects that would encourage the participation of the community to
respond to the needs identified. A Social Liaison Office was opened for the com-
munity and a team gathered with people from different sectors of the population
to analyze the actions to take. During the process, the idea arose to reactivate a
group of buildings owned by the mine in the heart of the town, adapting these to
serve new functions in benefit of the community.

The first step was to define the project for a shopping center, recovering a ruined
structure that had once been a power plant operated by the Moctezuma Cop-
per Company over one hundred years ago. Over time, this abandoned structure
became completely surrounded by a residential neighborhood and affected con-
siderably the urban landscape of these neighbors and the town in general. After
a year of construction and preparations, in November 2010 the mall opened
its doors with three movie theaters and a café operated by CINEMEX and also
various shops and stores leased to new entrepreneurs, mainly women. The full
program includes the upcoming opening of a supermarket, a bowling alley, a
gym, and an events hall.

Named by the children of Nacozari as the “El Pinacate” Shopping Center, this
project is the first phase of a bigger undertaking whose next phase is the con-

Mining Division
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1. View of the Power Plant operating over a hundred

struction of a Community Development Center and a park in collaboration with years ago.

2.3. Interior and lobby of the new movie theaters

the |Oca| authorities. 4. |Interior patio at the “El Pinacate” Shopping Center.
Benefits
We achieved many objectives with the “El Pinacate” Shopping Center:

» Reactivation of an abandoned space in the heart of the community, rescuing its
historic value and strengthening the mining identity of the town.

» Encourage investment and dynamism in the microeconomy of the community,
creating job opportunities for young people and women.

» First class services, entertainment options, and community spaces to improve
the standard of living for our people.

Claudia Ochoa Barrios
Shop Owner in the “El Pinacate” Shopping Center.

“With the opening of the Shopping Center we are very happy with our video
arcade Game Qver. We are seeing very good results, especially because there’s
nothing similar to this type of business around here, which is why | chose to do
it so as to offer another type of entertainment for the children of the community,
which they really need.”
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3. GENERATING OPPORTUNITIES
The programs to generate opportunities are a response to the needs of the community to acquire
new productive skills, in addition to mining. In 2010, we invested over US $3.8 million in
education, training, and sports promotion programs.

More than 22,000 people benefited from these programs.

MEXICO - School Ecology Brigade Coordinator

. . . _ Zinc Electrolyte Plant Community Development Center, San Luis Potosf.
»  Environmental leadership courses in the community

» Health promotion day and preventive medicing module
»  Addiction awareness and prevention

> Sports School, tournaments, and courses in physical activation

» Gourses and talks on human development, sessions with youth and underprivileged groups, and
psychosocial therapies

> (Open education sessions and basic training in computers and English

“The help I’'ve gotten from Minera
México has been a great personal
reinforcement.”

> Gommunity service days and fairs
» Sessions of courses on artistic-cultural activities, recreational events, and cultural festivals

“| would like to thank Industrial Minera México for the community help they
PERU have given us. | would say that in the years that I've been contributing with the
»  Addiction prevention programs company, taking part in the environmental leaders course since a little over 4
» Family Training center programs years, the help I've received from Minera México has been a great personal
« (Courses on ceramics, copper relief, dressmaking reinforcement. It is worth mentioning that these efforts have not only helped
« Fabric painting, traditional painting, and handicrafts

« Courses on Photoshop and photography

kids and young people in the course, but also people living in the community
and at the schools I've attended over the years.

« Pokerwork

« International cuisines and trends in cooking Along with the environmental school brigade, | share my acquired knowledge
> Support for Advertising, creating awareness for Social Promotion programs in Toquepala, through workshops about global warming, economics, forestry, water
llo, and Cuajone preservation, and paper recycling. The people that take part in the course help
» Adopt an Athlete program in conjunction with the Peruvian Sports Institute

> Sustaining Public Schools on obligation set by the State and Educational Services Contract with

private school promoter

empower others that can and are willing to learn a little more.”
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Launch of the Moguegua Teacher Training Program.

Teacher training in Information Technology and Communication indirectly benefits over
45,000 students in the region

TEACHER TRAINING PROJECT IN THE MOQUEGUA REGION

Background

A training plan was implemented to improve teacher skills
in the Moquegua region, focusing on Information Technol-
ogy and Gommunication (ITC), and also Curricular Sub-
jects (CS), directly benefiting 5,460 teachers in the differ-
ent provinces.

Actions

Activities began in 2008. The project was financed with
funds from Southern Peru Copper Corporation in co-
participation with the Regional Government of Moquegua,
and developed by the Universidad Catdlica de Santa Maria
under the supervision of the Businessmen for Education,
investing over US $4 million.

In addition to training, seven Technological Innovation Cen-
ters (TIC) were implemented, in the provinces of Mariscal
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Nieto, llo, and Sénchez Cerro, and also a website was set up
along with a virtual classroom (e-learning system).

With this agreement, Southern Peru Copper Corporation
confirms its commitment to collaborating with the commu-
nity, working for education.

Benefits

As a result of the implementation of this project, 2,902
teachers were trained, certified in Information Technol-
ogy and Communications (ITC), 2,558 teachers are taking
training in Curricular Subjects, Techno-teaching solutions
were implemented, 80 laptops have been delivered, and
47,696 registered students in the Moguegua region have
been benefited indirectly.

EDUCATION, CULTURE & SPORTS

We encourage sports and cultural activities, either through the educational centers or by sponsoring

cultural events.

Among the programs we have implemented, we mention the following:

EDUCATION

Support for the optimization of the Islay Educational Management Unit,
development of Social Projection actions in the community and
related benefits with the school.

In Ilo, Moquegua, and Tacna we offer students access to a modern method of
learning mathematics.

School Leadership Program, which offers school inspectors and councilors the
possibility of maximizing their management, through social projection actions in
their community and for the benefit of the schools.

Contribution to the university radio marathon, and also donation of garbage
receptacles, sports uniforms, leasing of transportation services to attend civic-
cultural events, water supply, etc.

CULTURE

Donation to improve or create libraries and reading rooms, promoting reading as
a pastime. This contribution benefited eight schools.

SPORTS

We participated with more 7,000 school children in Tacna, in 28 sports disciplines,
and students from 26 schools in llo, with an estimated 13,000 students, to
motivate and integrate sports into their development.
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elief that we all play
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‘| take the challenge and responsibility for my environmental role seriously because | understand
the importance and value of this for ASARCO and our community. Our production personnel and
environmental staff coordinate long-range strategies, incorporating environmental objectives into our
productivity planning.”

Jamie Ekholm, environmental engineer
Mission mine ASARCOQ / Arizona (US)
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OUR ENVIRONMENTAL FOCUS AND COMMITMENT

GRUPO MEXICO maintains its strong commitment to caring for the environment,
optimizing our environmental management systems in the different regions where
we operate, through:

» Implementation and certification of environmental management systems
»  Optimization of our processes

» Integral waste management

»  Prevention, control, and mitigation of atmospheric emissions

» Rational and sustainable use of natural resources

»  Improved energy efficiency

Minera México has proven its compliance with the environmental laws, on having
14 Clean Industry certifications and re-certifications. For 2011, we have the goal of
implementing the ISO 14001 environmental management system at our plants.

In Peru, the Copper Smelter at llo received ISO 14001 certification and the Cop-
per Refinery passed its follow-up audit and receives re-certification.

Mining Division

During 2010, environmental investment in the mining
operations of GRUPO MEXICO exceeded US $49.8 mil-
lion. Expenses in environmental improvements were chan-
neled principally to remediation due to the closing of opera-
tions at the IMMSA Copper Smelter and the improvement of
the dust collectors at the Buenavista del Cobre Concentra-
tor Plant. Also, work continued on the environmental han-
dling of mine waste at the tailings dam at Quebrada Honda,
waste from the Toquepala and Cuajone mines, and the dust
collection system was improved. At ASARCO, investment
was made in external environmental management services.

ENVIRONMENTAL INVESTMENT AND EXPENSE
MILLIONS OF US$

Martin Rex, Environmental Engineer Ray Mine, ASARCO, Arizona (US).

SCC operations in 2010 received no significant environmen-
tal sanctions, although, it should be mentioned that ASAR-
CO's Mission mine received a sanction for the significant
increase in dust emissions from the tailings dams. A fine of
US $100,000 was imposed and three complementary envi-
ronmental projects will be executed, representing a total US
$350,000 invested in the Canoa Conservation Park Project
in Green Valley, Arizona. Under the goal of mitigating the im-
pacts generated in the area, the projects to be executed are:
the drilling of wells and restoration works in the Canoa Ranch
Conservation Park to the south of Green Valley.

2009 2010
SCC 44 4 43.8
ASARCO 4.5 6.0
TOTAL Mining Division 48.9 49.8
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WATER USE

As most of our operations are situated in arid or semiarid zones, we focus on an adequate and
rational use of water to ensure its sustainability in our operations and neighboring communities.

As a result of efforts made to optimize water consumption during 2010, fresh water consumption
at all our units decreased 5.4% and we increased our consumption of recovered water
by 24%.

Tailings thickeners at the “La Caridad” benefit plant, Sonora, help recover over 80% of the water we
consume in the process.

With regards to underground water, in 2010 consumption decreased 6.2%, compared to 2009. It

should be noted that our Peru operations situated in llo consume mainly sea water that is desalinated. The company is committed to consuming less fresh water and taking measures so that a
greater portion of the water used in the processes is recovered water or comes from treated waste-
water. As an example of the actions taken, noteworthy is the case of the Mine at Cuajone, where in
2010 fresh water was substituted for recovered water in the processes, while at the Toquepala Mine,
this substitution will be carried out early in 2011. This change is made with the objective of prevent-
ing the depletion of the water tables in the area, contributing to a more responsible consumption

CONSUMPTION OF FRESH WATER of water.
MILLIONS OF M3
120
. o 1022 CONSUMPTION OF RECOVERED WATER
: MILLIONS OF Ms
79.27 78.49  73.15
80 1.15 1,19 2.73 300 27084
60 250 460
167.44 :
28.51
" 28.07 -
19.64[19 93 223,24
0 867 I 5.14 10 171,72
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ENERGY AND CLIMATE CHANGE

As our Mining Division has operations in Mexico, Peru, and the US, regulating
energy consumption takes on different aspects in terms of management and goals

for each location.

Energy consumption

Our priority is to improve the energy efficiency of our mines, metallurgic plants,
and refineries. From 2009 to 2010 in SCC, we have reduced energy consumption

by almost 7.1% due to efficient fuel usage.

As part of the initiatives for using clean energy that at GRUPO MEXICO we are
undertaking, the electricity we use at Silver Bell comes from renewable en-

ergies: solar and wind.

ENERGY CONSUMPTION IN PETAJOULES (ELECTRICITY & FUELS)

SCC ASARCO
40 20
30 15
25.32 13.40
: 11.96
20 10
741 852
10 5
455 4.88
0 0
09 10
B e B cecricity B e B cecrricity

Note: As a result of the revision of quantitative data, there has been an adjustment to the data reported in 2009 regarding energy consumption. This adjustment is

due to that an incorrect conversion factor had been used for this data in the previous report.
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Estimate of greenhouse gas emissions

In Mexico, the greenhouse gas emissions (GHG) report is voluntary, while in the US the Environmental
Protection Agency (EPA) requires the GHG emissions report for combustion sources.

For the sixth consecutive year, Minera México continues to measure its greenhouse gas emissions,
forming part of a group of companies that year after year report to the national emissions inventory in
Mexico, under the GEI Mexico Program (www.geimexico.com).

Our 2010 greenhouse gas emissions reported for GRUPO MEXICO include the operations of Minera
México and of ASARCO in the US. The estimate for these emissions for Minera México is given on a
one year delay, as the specific emission factors for Mexico set by the SEMARNAT are communicated
to the participant companies during the second half of the following year. Therefore in this report the
emissions reported for 2010 were calculated using the emission factor for 2009.

The direct emissions reported come from the operation of the production units, services, and the mo-
bile equipment combustion, while the indirect emissions reported are due to power consumption.

GREENHOUSE GAS EMISSIONS
MINING DIVISION 2005-2010

3.50
3.26
3.00
=
2.50 %
2.00 198 %
150 =
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=
0.00 0.44
05 07 08 09 09 10 09* 10*
MINERA MEXICO ASARCO MINERA MEXICO & ASARCO
l SCOPE 1-DIRECT (FUELS) l SCOPE 2-INDIRECT (ELECTRICITY) TOTAL GHG EMISSIONS

Note: Our Mexico and US emissions are calculated based on emission factors under WBCSD/WRI AP-42 methods.



We produce local species at our nurseries to environmentally

strengthen the regions where we operate
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BIODIVERSITY AND SOIL MANAGEMENT

Our properties tend to form part of complex ecosystems with high biodiversity
value representative of arid and semi-arid zones, but the areas that are pro-
tected, where there are critical zones for the preservation of ecosystems, are
far from our operations. None of our operating units are located in protected
areas and only our operations at La Caridad are adjacent to a Protected Area,
Ajos-Bavispe in Sonora.

Our environmental responsibility in terms of managing impacts on zones with high
biodiversity value, and in general on any ecosystem, has five basic components.

Managing impacts on zones with high biodiversity value

1. |dentification of potential impacts and their prevention is the first stage in our man-
agement system and is considered a priority in the preparation of our projects and
our operations.

2. Ordered handling of our large volume waste, and also the waste from the tailings
dams and the open pit mines.

3. Mitigation of those impacts that are unavoidable, through support for protected ar-
eas and response to other local environmental needs.

4. Restoration, which is feasible after the process that created the disturbance is fin-
ished, either because a deposit is exhausted or other reasons.

5. Development of Closure Plans. In the case of our operations in Peru, these plans
are mandatory and in 2009, the three Production Units of Southern Peru (SPCC)
received approval for their Mine Closure Plans from the corresponding environ-
mental authorities. Our operations in Mexico have adopted these plans as part of an
ongoing improvement process.

As part of our actions to mitigate the environmental impact, a new greenhouse was
built at the San Luis Potosi nursery in 2010, doubling the annual plant produc-
tion from 250,000 to 500,000 trees, which added to the nurseries at La Caridad,
Cananea, and Guaymas gives a total of 1.68 million trees produced and planted
at our mines, plants, areas affected by forest fires, schools, and our neighboring
communities. The production goal for our nurseries is to increase tree production
5% every year.

Mining Division

NUMBER OF TREES PRODUCED
MILLIONS OF TREES

1.70

1.68
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“This Reclamation Project has been a great example of team
building... | believe that Asarco’s relationship with the land
owners and the community, including the Tohono O’odham
Nation, has been greatly enhanced in this process. For me
personally, work doesn't get any better than this.”

Robert Litle, engineer
MARP Project Manager, ASARCO

REMEDIATION OF TAILINGS AND ROCK WASTE
AT THE MISSION METALLURGIC COMPLEX

Background

In 1959, ASARCO received a leasing agreement from the US government to
exploit the Mission mines on the behalf of the landowners: Tohono O'odham
Nation, San Xavier District, and San Xavier Allottees. As is known, ASARCO
recently completed bankruptcy proceedings, which included having to resolve
the claims brought by the landowners for their remediation, through its reincor-
poration into GRUPO MEXICO. A Mining and Reclamation Plan (MARP)
was put in place, where ASARCO led the work necessary for the plan.

The first phase of the remediation project at the Mission Complex situated in
Sahuarita, Arizona is about to be finished. This project, which began in May
2009 and will be completed in 2011, consists of stabilizing three tailings dams
and the disposal area for non-usable mine waste in the north of the Mission
metallurgic complex and covering 1,400 and 1,000 hectares respectively.

Actions

One of the main objectives of the remediation project is the transformation of
the land to a safe, stable, functional self-sufficient ecosystem that is adequate

Mining Division

for the characteristics of the area and for the creation of
the Sonoran Desert Native Plant Community; in addition
to including the conservation of the existing ecosystems
and the establishing of financial mechanisms for their
long term maintenance.

The original design concept included maximizing rock
waste to fill communication routes and stabilize sidings/
roads, developed by Gault Group, and also the reme-
diation of the tailings dam by MWH Americas, Inc. and
Geosystems Analysis, Inc. Among other design consid-
erations, in 2010 the recovery activities were focused on
the leveling and confinement of the surfaces for the three
tailings dams to prevent the evaporation and generation of
emissions, through a natural covering with native vegeta-
tion. In 2011, the stabilization of the rock waste deposited
in roads and sidings will be completed, to avoid the gen-

Philbert Bailey, Scott Rogers, Robert Litle, and Addison Smith,
on the site of the MARP project. An example of the strengthened
relations between ASARCO and its communities

eration of acid, placing a fixed layer of argillite rock, which
prevents the permeation of rainwater.

Benefits

The importance of this remediation translates in the ef-
forts of our organization to achieve the stabilization,
maximization, and proper final disposal of the tailings
and rock waste resulting from the operation inherited
from the previous administration of the Mission Complex.
This project, located in the Sonoran Desert in Arizona,
will add a wide variety of native cactus plants, grasses,
trees, bushes, and wildflowers adapted to the arid south-
west climate over approximately 2,400 hectares.
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“This new space is a happy reminder that industry and
environment are not exclusive when there is responsibility and
commitment from business. The Bicentenario Park is only the
start of @ megaproject that will make San Luis Potosi one of the
most competitive urban zones in Mexico.”

Dr. Fernando Toranzo Fernandez
San Luis Potosi State Governor
El Sol de San Luis Newspaper, November 27, 2010

BICENTENARIO PARK
A LEGACY FOR THE LOCAL COMMUNITY

Background

The construction of the Bicentenario Park marked the start of an important phase
of transformation for the city of San Luis Potosi, on incorporating public green
spaces designed following landscaping principles that reflect their context and
alternative cutting-edge urban infrastructure and sustainable development pro-
moted by the current state and municipal governments. The park is located in the
west of the city on 6.5 hectares bordering our Zinc Electrolyte Refinery.

Various institutions in the education and public sectors, such as the Department
of the Environment and Natural Resources (SEMARNAT), the Universidad Auto-
noma de San Luis Potosi and the Universidad Nacional Auténoma de México
lent their support during the analysis and development phases; incorporating
into the project the broad experience of government staff, academics, and com-
panies specialized in sustainable development.

The construction of the park took eight months, and was opened to the local
community in November 2010.

Mining Division

Actions

The Bicentenario Park reflects a new vision for public parks

and gardens in its design, including the following sustaina-

ble innovations:

» Biological rescue and transplanting of vegetable material

» \legetation local to the region

» \Water saving through a drip irrigation system

»[rrigation using water from the city wastewater treatment
plant, which operates in the Zinc Electrolyte Refinery

» New technology photovoltaic solar energy and LED lighting

The park represents a healthy recreational space for physical
and leisure activities, and also to appreciate nature, whose
modern infrastructure includes an ecological permeable
concrete running track, open air theater, playground, picnic
area, open air gym, gardens with endemic plants, desert
nursery, areas for food sales, bathroom facilities, parking
lots, and security.

The park has over 1,300 trees representing a wide variety of
species: mesquite, palo verde, huisache, blue acacia, gua-

Aerial view of the new Bicentario Park built by GRUPO MEXICO.

jillo, acacia baileyana, cyprus, encino, walnut, poplar, and
guamuchil, among others, 11,500 m? grassy area, and also
3,400 cacti of 33 species from the local area.

Benefits

We have achieved the following objectives with the Bicen-

tenario Park:

» Accelerate the consolidation of the state capital in
a dynamic area that is attractive for investment and
creating jobs.

» Sustainable urban improvement works projects that
encourage social, environmental, and productive
projects as an extension of our “Cultura Ambiental’,
“Paseando el Arte”, and “Produccion de Hortalizas en
Maceta” programs, whose impact generates proactive
attitudes and behaviors in keeping with sustainable
development.

» Create the areas for opportunity laid out in the dialog
and commitment between the company and our interest
groups, in benefit of the current and future generations.
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TRANSPORTATION DIVISION

We are committed to
providing a world class
railroad transportation -
service.




GRUPO MEXICO Railroad Lines

PRINCIPAL ROUTES

FERROMEX FERROSUR

The force that moves Mexico

Ferromex is the largest railroad company in Mexico,  We have a track network of 1,813 kms covering central and
both in terms of coverage by number of kilometers  Southeastern Mexico, serving principally the states of Oaxaca,

and by number of cars used to provide its services.  Puebla, Tlaxcala, with access to the ports of Veracruz and ALBUOUERQUE

Coatzacoalcos on the Gulf of Mexico. =

SAN
® DIEGO o PHOENIX

We have a network of approximately 8,110.5 kms, covering
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71% of the country, serving approximately 80% of the com- EL PASO o
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mercial activity in Mexico. Ferromex lines connect to five - SAN ANGELO JCT'®

border points with the United States, and also to four ports — -
on the Pacific Coast and two on the Gulf of Mexico. PRESIDIC Houston—e ORLEANS
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SALES AND SECTORS SERVED
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1. Agricultural 29% 1. Agricultural 23%
2. Industrial 10% 2. Industrial 10%
3. Automotive 10% 3. Automotive 9% SALINA CRUZ
4. Minerals 10% 4. Minerals 8%
5. Chemicals 6% 5. Chemicals 7%
6. Iron & Steel 6% 6. Iron & Steel 6%
7. Intermodal 5% 7. Intermodal 6%
8. Energy 5% 8. Energy 4%
9. Cement 4% 9. Cement 4% LEGEND
10. Others 15% 10. Others 23%
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“Thanks to our company
Ferromex for giving us
ideas and goals for
everyone’s wellbeing.”

Carlos Arias Guzman
Rolling Stock Certified Operator
Ferromex / Jalisco (Mexico)

“Working at Ferromex has positively affected our lives. We value our work more and our families. We hope to
keep learning to continue to better ourselves.”

Roberto Bernal Picos
Rolling Stock Worker
Ferromex / Jalisco (Mexico)



SATISFACTION OF OUR PEOPLE

At close 2010, our workforce was comprised of 9,356 employees, 76% of which are union personnel.
During this same period, our annual turnover rate decreased 12%, compared to 2009.

WORKFORCE DETAILED BY TYPE OF CONTRACT
TRANSPORTATION DIVISION 2008-2010

10.0

9.2 8.9 o4 Certified Locomotive Operator

8.0 Roundhouse / Jalisco (Mexico)

6.9 7.1
6.7

6.0

S33A0TdINT 40 SANYSNOHL

08 09 10

My experience at Ferromex has
allowed me to improve myself
every day in both my professional
and social development.

B uvon B von-union B o

AVERAGE ANNUAL EMPLOYEE TURNOVER RATE
TRANSPORTATION DIVISION 2009-2010

“My experience working at Ferromex has been very broad and satisfying in all the
fields my position covers, either mechanical, pneumatics, etc. With every task, | gain
experience to do my job the best that | can.”

Total dismissals
Turnover rate =

Total employees at year start

Note: As a result of the revision of quantitative data, there has been an adjustment to the turnover rate reported in 2009.
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SALARIES AND ADDITIONAL BENEFITS

Relationship between the Initial Total Benefits Package for the Transportation

Division and the Minimum Wage

GRUPQ MEXICO offers competitive salaries and attractive benefits for the comprehensive development
of our employees and their families. In 2010, in the Transportation Division, the Initial Total Benefits
Package (TB) average was equivalent to 10.76 times the Minimum Wage (MW), representing a 6%
increase, compared with 2009. The Initial Total Benefits Package average includes the initial base salary
average of the all the union categories, productivity bonuses, benefits, and employee profit sharing. For
comparative purposes, the Minimum Wage in effect in Mexico City is used as reference.

74 Sustainable Development Transportation Division

Our People receive ongoing training after detecting needs. Roundhouse / Jalisco (Mexico).

In addition to the salaries and social benefits established by Mexican Law, our people receive added
benefits and salaries, according to their contract type.

Benefits

» Life Insurance™ » Pension Fund

» Major Health Insurance » Assistance for school supplies

» Family Protection Insurance » Basic foodstuffs bonus

» Savings Fund » Funeral expenses

» Grocery vouchers » Academic scholarships for the children of employees

*This benefit is given to part-time or seasonal personnel.

More than 95% of our Our wage scale does not
. 4.1% of our workforce . .
senior management personnel differentiate between men
are women
are local and women



One of our principal objectives is to preserve and maintain the

safety of our people. Shop. Jalisco (Mexico).

HUMAN AND PROFESSIONAL DEVELOPMENT

At the close of 2010, we reported a 33% increase in the total training hours, compared to 2009.

TOTAL TRAINING HOURS
TRANSPORTATION DIVISION 2008-2010
(THOUSANDS OF HOURS)
Union Non-Union
2008 4771 114.9
2009 215.6 38.0
2010 268.4 68.7

Note: As aresult of the revision of quantitative data, there has been an adjustment to the training hours reported in 2009.

The development of the skills and knowledge of our personnel is constant. This is generated fol-
lowing a Detection of Skill Needs among employees, obtained through the Annual Performance
Evaluation Process.

Active union personnel receive ongoing training after a process to detect needs, so as to optimize
their performance, work safely, refresh their technical skills, and to develop within their opportuni-
ties for promotion. We have training programs that respond to the professional needs for new or
promoted personnel, according to the type of specialized training.
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Occupational Health and Safety (OHS)
In 2010, a total of 48,324 training hours were given on Occupational Health and Safety
offered to 5,830 employees. The principal topics include:

M

Introduction to Occupational Health and Safety (new hires)

> Goncepts and current regulations on OHS

M

Accident prevention

M

Everyone Safe Process (behavioral observers)

M

Proper vehicle handling and operation

M

Brigade training

Given their nature, there are some activities prone to develop occupational diseases. In 2010, we con-
tinued promotion and prevention activities to improve working conditions, and thus preserve, main-
tain, and improve the individual and collective health of our employees. Our actions are based on:

» Preventive medicine
» (ccupational medicine
»Industrial health and safety

With our commitment to contribute to the overall development of our employees, we offer programs
directed at employees and their families covering topics related to monitoring health and detecting
diseases.

Programs offered to » Periodical medical examinations

employees » Health monitoring and education

» \accination campaigns

» Disease detection

Programs offered to
» Educational programs (nutrition, alcohol, drugs, etc.)

families of employees
»  Support: Obtaining National Health vaccination cards

» Vaccination campaigns: influenza, hepatitis, tetanus
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In our industry, one of the principal occupational diseases is hearing loss. To address this, we offer

ongoing hearing preservation programs, which:

» |dentify areas of noise for their elimination, reduction, or control at the source

» Reduce exposure of personnel to noise (use of protective equipment)

» Perform audio-metric examinations

Occupational Health & Safety Performance
At close 2010, there was a 15% reduction in the occupational ilinesses rate, compared to 2009. In this

same period, there was a 15% and 16% increase in the incident rate and gravity rate, respectively.

OCCUPATIONAL DISEASE
RATE (ODR)

TRANSPORTATION DIVISION 2008-2010

GRAVITY RATE (GR) INCIDENT RATE (IR)
TRANSPORTATION DIVISION 2008-2010  TRANSPORTATION DIVISION 2008-2010

0.30 0.30 1.00
0.95
0.90
0.80
0.70
No. of cases of
rofessional diseases i itati i
DR = p x 200,000 GR- No. of days lost X 1,000 R - No. of incapacitating accidents 200,000
Total No. man-hours worked Total No. of man-hours worked Total No. of man-hours worked
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Our immediate response to these results is to continue our efforts to achieve a safe working environ-
ment for everyone.

To this, in 2010 a total US $3.45 million was invested in health in safety, allocated to the following:

v

Personal protection and safety equipment and materials
Health monitoring programs

v

> Preservation of areas, correction of unsafe conditions, and replacement of work tools, and
OHS training

¥

DISTRIBUTION OF THE INVESTMENT IN OHS
TRANSPORTATION DIVISION 2010

1 2 3 4

1. Equipment 57%
2. Health monitoring 22%
3. Correction of unsafe conditions 4%
4. OHS training 17%

In addition to the investment in Occupational Health and Safety mentioned above, investments were
made in Operating Safety totaling US $45.6 million.

The amount invested in our efforts in terms of operating safety is reflected in the total amount invested
in occupational health and safety, as these operations have an impact on preventing accidents, benefit-
ing both our employees and our communities.

Under our goal of continual improvement, in 2010 we launched the Programmed Train System Proj-
ect. This new system will be fundamental in improving and optimizing the planning and operation of
our activities.



“My community work is through the Chepe passenger train service, where we have the opportunity to help Priests
and Sisters who work with homes and shelters in the isolated communities of the Tarahumara Mountains, and also
people from the Teleton Child Rehabilitation Center (CRIT) who travel to and from Los Mochis and nearby points.
| am also proud that we are proactive participants in the Food Bank and other charity organizations.”

Rosalva Delgado Quifiones
Tourism Manager. Ferromex / Chihuahua (Mexico)



More than 72,000 people benefited with our community support programs

DIALOGUE WITH AND VALUE FOR OUR COMMUNITIES

At GRUPO MEXICQ’s Transportation Division we reflect our commitment with the sustainability
of our operations by tying business objectives to a responsible company operation, building and
strengthening positive relationships with the communities through which we transit.

Community relations action lines
We have implemented specific programs in the following lines of participation:

Infrastructure Operating safety Community transportation Donations
Promote a better quality Create measures and Make transportation Actively participate
of life in our communities programs that safeguard service available to the in our communities,
the physical wellbeing community, contributing developing social
of the communities through to economic and social awareness
which we transit development

Investment in these programs in 2010 totaled more than US $3 million, especially recognizing invest-
ments made in infrastructure works.

1 ]

Fueling Personnel. Jalisco (Mexico).

COMMUNITY DEVELOPMENT

Infrastructure

The goal of the Urban Railroad Coexistence and Railroad Safety Programs is to increase the safety and
efficiency levels of the National Railroad System, improving coexistence between the railroad and the
community by maintaining the railroad infrastructure.

Through the Railroad Safety Program we have been able to gain the support of the Federal Government
for the construction of split level crossings. Also, 78 level crossings with automatic barriers have been
improved and signaled under the 2008 program, 62 crossings under the 2009 program, and 76 cross-
ings under the 2010 program (ongoing).

From 2008 to 2010, the Urban Railroad Coexistence Program has driven the construction of seven split
level crossings at problem level crossings with the participation of the Mexican Department of Transport

and Communications (SCT), State Governments, Municipal Governments, and Ferromex.

Our focus is in accident prevention, reducing road congestion, and improving the quality of
life of the community.
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Operating Safety

During 2010, Ferromex’s accident rate reported to the Mexican Department of Transport and Com-
munication (SCT) was that of 0.73 accidents/MTKF, reaching a 12% reduction, compared to the 0.83
accidents/MTKF reported for 2009. This accident rate has been sustained since 2007, having accumu-
lated a 68% reduction in comparison to the 2.33 accidents/MTKF reported for 2006.

With regards to Ferrosur, the rate during 2010 was that of 1.20 accidents/MTKF, which is below
the goal of 1.30 accidents/MTKF. This tendency has been maintained since 2009 with 1.19 ac-
cidents/MTKF.

Continuing with the goal of reducing these accidents, our objective is to reach a 5% reduction in the
accident rates reportable to the SCT, in relation to the 2010 rate.

In comparison to the 2009 report, this year we report the accident rate instead of the number of regis-
tered events. This adjustment is due the fact that the accident rate is considered more representative of
the results of the activities and strategies taken with regards to the prevention of these accidents.

We have established two principal activities to achieve our goal:

» [rack inspections for each industry, with a written record of the improvements needed.

» Since September 2010, training courses have been offered to reduce the number of accidents in
each industry.

Actions for a Safer Operation
During 2010, we continued working on projects directed at preventing accidents in our operations,
which include:

» Installation and operation of 78 Luminescent Indicators at Switches that operate on electrical
power supplied by solar panels, representing an investment of US $2.36 million.

» Repair of 87.24 kms with new track and 39.8 kms with reconditioned track, and placement of
99,432 concrete sleepers and 43,934 wood sleepers, with an investment of US $32.16 million.

» Structural reinforcement at 87 metal bridges and 2 tunnels, and also the expansion of hy-
draulic areas and structural, foundation, and sewer reinforcement works, to eliminate potential
risks in areas prone to flooding and rainfall, with an investment of US $2.9 million.

» Roadways and cut stabilization activities, with an investment of US $1.39 million.

» Seven wheel impact load detectors, investing US $2.04 million, of which two were installed in
2010, adding US $659,256.

» Two truck performance detectors, representing an in-
vestment of US $339,319. This equipment will prevent
future accidents or derailments, with the early detection
of small problems.

Theft and vanaalism

We are developing activities to reduce the cases of van-
dalism affecting our operations and which, in turn, have
repercussions in our neighboring communities. As part of
these activities, the Apaseo - Irapuato Safe Gorridor was
put into operation on October 2, 2010, increasing travel
speed in the urban area and contributing to reducing van-
dalism along the Irapuato-Mariscala route (route reporting
the most cases in central Mexico). We have achieved this
goal thanks to the joint efforts of the different municipal,
state, and federal authorities.

Chemical emergency remediation brigade (PAREQ Program).

Similarly, in conjunction with the authorities, we are im-
plementing comprehensive and joint Railroad Concession
Rights (DVC) relocation actions in the city of Salamanca,
Guanajuato to remove encroachments that had been tar-
gets for vandalism and other types of aggressions against
the railroad, where these areas will be used by the city to
build roadways and resolve congestion problems in the
city center.

Moreover, together with various federal agencies, we have
established and are operating the “Railroad Safety Central
Group”, which has been active in the states of Zacatecas,
Guanajuato, and Nuevo Ledn, in order to combat vandalism
against the railroad.
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COMMUNITY TRANSPORTATION

Transportation service

to isolated communities

In conjunction with the Mexican Department of Transport
and Communications (SCT), we have contributed to the
sociogconomic benefit of isolated communities, whose
sole means of transport is the train. Our year round pas-
senger service to isolated communities in the Tarahumara
mountains, between the states of Chihuahua and Sinaloa,
carries residents of these regions to places where jobs,
business, and medical attention is available. The service is
provided in exchange for a symbolic fee.

Together with the Tarahumara State Taskforce in Chihua-
hua and the Municipal Governments along the route, we
are working on the issuing and the delivery of passes, prin-
cipally in the communities of Bocoyna, Chihuahua, Chini-
pas, Cuauhtémoc, Guazapares, Guerrero, and Urique in the
State of Chihuahua and Ahome, Choix, and El Fuerte in the
State of Sinaloa.

72,000 people benefited in 2010 with the
community transport service.

Humanitarian Action

In 2010, one of our key efforts to support our communities
occurred in the wake of the hurricanes that affected various
states in Mexico. Due to the damages caused by Hurricane
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Karl in Veracruz and the subsequent flooding, the Transpor-
tation Division supported Ferrosur employees with house-
hold appliances, foodstuffs, and other items, and donations
in kind to various state institutions, including:

Mexican Red Cross, Veracruz City Firefighters, Asocia-
cion Mexicana de Ayuda a Nifios con Cancer, Asociacion
Drogadictos Anénimos, A.C., Centro de Capacitacion para
el Trabajo Industrial (CECATI No. 42), Centro de Estudios en
Computacion (CETEC Veracruz).

We also made a boxcar available to the federal authori-
ties for transporting materials to the town of Manlio Fa-
bio Altamirano.

Similarly, following Hurricane Alex in Coahuila, we collabo-
rated by transporting foodstuffs, rescue crews, evacuating
people, and offering the support of our volunteer personnel.

Free Service for Goods

The Transportation Division works with charity organiza-
tions, government agencies, and other companies in differ-
ent sectors to help isolated communities in the Tarahumara
mountains, providing free transportation service and deliv-
ery of donated goods, much needed by these communities.
The transportation support for marginalized communities
represented an investment of close to US $10,000 in 2010.

“FERROMEX: THE HEART OF SABINAS FOR 12 DAYS”

Background

Sabinas is a town in northwest Coahuila, to the south of
this we find the Sabina river. Hurricane Alex hit in June and
July 2010, the rainy season in this state, causing severe
damage to homes, communications, and the countryside,
among others. The roadways that connect the town with
other places were the most affected, preventing help or res-
cue crews from reaching damaged areas. The only means
of outside communication that was not seriously affected
was the railroad, principally the line that crossed what is
now known as the “La Esperanza” bridge.

The town of Sabinas has a population of 60,000 inhabitants
who were affected. The economic impact was seen in the
damage caused to over 550 businesses, affecting 90% of
the town’s activity. Also, 700 homes were completely des-
troyed and 400 homes had over 50% structural damage.

To respond to the damages caused by Hurricane Alex, the
Operations General Manager for Ferromex, together with
the State Government, traveled to the north of Coahuila
offering the ongoing support of Ferromex in the recovery
from this severe event.

Actions and benefits

From July 7 to 17, Ferromex personnel helped out with the
rescue operations, offering various types of support, a tra-
in, and other vehicles. These actions were coordinated and
programmed based on information provided in terms of the
needs of the community. We were in constant coordination
with all government levels: Municipal, State, and Federal,
and also the State Civil Protection Service, Mexican De-

partment of National Defense (SEDENA), and the National
Chamber of Commerce (CANACO)to provide transport help
to the Trinity Sabinas industry and highway 57 crossing,
to transport foodstuffs and household appliances such as
refrigerators, stoves, furniture, gas tanks, clothing, water,
bedding, blankets, mattresses, medicines, vaccinations,
oxygen tanks, transformers, wood and concrete posts,
tower harnesses, gasoline lines, and heavy machinery in-
cluding: backhoes, motor graders, water pumps, and a vast
amount of various items, in addition to donations from va-
rious institutions, to the Sabinas station.

It is estimated that 1,500 tons of goods were transported.
This support provided by Ferromex henefited a
town of 60,000 inhabitants.

A large number of people from different social levels, ex-
pressed their heartfelt sentiments: “We never thought the
train would help us, but we are very happy and thankful to
say that the Ferromex train was the heart that kept Sabinas
alive and going for twelve days”.

The town mayor awarded Ferromex on September 10, 2010
with a recognition naming the railroad bridge: “E/ Puente de
la Esperanza” (Bridge of Hope).

Through these types of actions, once again we have proven
the commitment of Ferromex management and personnel
to its interest groups. The teamwork and solidarity shown
by our employees are a reason for all of us to be proud to
be part of this company.
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“Tequila Express” tourist train. Jalisco (Mexico).

“The investment efforts and dedication of the environmental team, all the operators and management who have
joined the environmental cause were determining factors in creating an environmental culture that today is a key
factor in the company’s decision making.”

Juan Pablo Molina Ortiz Monasterio, engineer
Environmental Engineering Manager / Ferromex



OUR FOCUS AND ENVIRONMENTAL COMMITMENT

GRUPO MEXICQ’s Transportation Division operates in a sustainable manner, striving to minimize the

impacts of our activities on the environment, prioritizing:

Energy efficiency and reduction of greenhouse gas emissions, with the acquisition of locomotives
with the latest technology that consume less fuel and release fewer pollutants.

Spill prevention and control, practicing safety in the transportation and distribution of hydrocarbons and
chemical substances, to prevent ground spills.

Generation and storage of hazardous waste, with improvements in hazardous waste management

and storage.

In 2010, the Locomotive Maintenance Shop in Guadalajara
received re-certification of its Clean Industry Certificate from
the Mexican Environmental Agency (PROFEPA) and for the
first time we received Environmental Compliance Certifica-
tion for the rolling stock repair shop, also in Guadalajara.

According to the Mexican Department of Energy (SENER)
2006 report on the National Energy Balance, the trans-
portation sector is the highest consumer of energy in the
country, followed by the power and industrial sectors. Of
the total fuels consumed by the transportation sector this
year, 93% were consumed by trucking; the railroad sector
represented only 1% of consumption, and the other sectors
represented the remainder. We move more with less.

Railroad freight transportation is the overland
means of transport that consumes the least amount
of fuel and releases the least pollutants into the
atmosphere per freight ton transported.
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According to the American Association of Railroads (AAR), the
railroad is three times more efficient than transporting freight
by truck, which in turn means an important reduction in green-
house gases and the release of pollutants into the atmosphere.

Ferrosur invested over US $19.27 million in the pur-
chase of 9 locomotives with better efficiency levels and
reliability, which are less aggressive to the track and offer
better fuel performance, consequently, reducing pollutants.
In addition, solar panels were purchased for luminescent
indicators along the route.

Given the nature of our operations, the consumption of water
and the waste generated by the Transportation Division have
little impact in relation to energy and emissions manage-
ment. However, we can't ignore these impacts. Our efforts
are focused on implementing better recycling practices for
both water and waste, optimizing their use and ensuring
their proper disposal.

“The modernization of

the railroads in Mexico will
transcend in the history ¢
of ourcompany and this"™

=

country.” v

Transportation superintendant / Ferromex
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‘Among the things we've achieved at Ferromex is maintaining responsible actions
with the environment, from various fronts:

With locomotives that have different design features that make them more efficient
in their consumption of diesel, with computerized injection systems, and also
having automatic systems for their diesel engines so they will automatically turn
on and off and stop consuming fuel when the engine is not in use.

Also, the facilities have wastewater treatment plants where the water from washing
the locomotives and installations is treated to separate out and recover oils, and
water is reused for washing locomotives and watering the gardens, which makes
us self-sufficient in terms of water consumption at the shop.”
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ENERGY AND CLIMATE CHANGE

Locomotive diesel accounts for the greatest percentage of energy used by the Transportation Divi-
sion, representing 99.6%, compared to power consumption at 0.4%.

ENERGY CONSUMPTION (ELECTRICITY AND FUELS)
TRANSPORTATION DIVISION, PETAJOULES

FUEL CONSUMPTION

Since Ferromex began operations (1998), one of its principal objectives has been to significantly
improve the operating efficiency of its trains, in order to:

» Reduce operating costs

» Increase the use and performance of locomotives, cars, and available infrastructure

» Raise safety levels on train movements

» Provide a better quality service to users

The direct energy source of the Transportation Division comes from diesel, which the locomotives
consume to transport their products. In 2010, due to a rebound in economic activity, there was a
15.5% increase in the tons/km transported, compared to 2009, which corresponds to a 19.9% in-
crease in diesel consumed, expressed in units of energy (TeraJoules):

FUEL CONSUMPTION (TERAJOULES)

2008 2009 2010

TRANSPORTATION DIVISION 15,680.31 15,132.27 18,138.18
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FUEL PERFORMANCE (L/TTKF)

2008 2009 2010
FERROMEX 4.67 4.49 4.87
FERROSUR 6.68 6.69 6.75

In terms of reducing operating costs, we are focused on re-
ducing fuel consumption, which represents the company’s
second largest expense.

The strategies implemented to achieve this purpose include:
1. Incorporation of new technologies into the operation
2. Sizing of the trains

3. Train handling

4. Locomotive assignment and control

5. Operations supervision

QOur 2011 goal is to achieve a fuel performance of 5.00 L/
TTKF. We continue replacing locomotives, improving logis-
tics, and incorporating new technologies. In 2010, we in-
corporated 9 locomotives into Ferrosur, with an investment
of US $18.9 million and, in 2011, we will incorporate 44 into
Ferromex, with an investment of US $92.4 million. In total,

GHG EMISSIONS 2010

TRANSPORTATION DIVISION, THOUSANDS OF TONS CO,eq

we will have 243 late model locomotives that consume less
fuel per ton/kilometer transported, release fewer pollutants
into the atmosphere, complying with the emissions stan-
dards set by the Environmental Protection Agency (EPA),
and have AESS systems (Automatic Engine Start Stop).

REDUCTION OF CO, EMISSIONS

At GRUPO MEXICO, we are committed to reducing pollut-
ants, especially those causing greenhouse gases, by re-
placing our older locomotives with new locomotives with
low fuel consumption technology and emissions control.
In 2010, the estimate for these gases for our railroads op-
erating in both the US and Mexico, was 1.34 million tons
of CO, equivalent, 45% atributtable to Ferromex and 55%
to Ferrosur.

TOTAL GHG
DIRECT INDIRECT EMISSIONS,
EMISSIONS EMISSIONS THOUSANDS OF
TONS C0eq
TRANSPORTATION DIVISION 1,334 10.7 1,344.7
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Chemical emergency remediation brigade (PAREQ Program).

CHEMICAL EMERGENCY PREVENTION,
RESPONSE, AND REMEDIATION PROGRAM

Our Chemical Emergency Prevention, Response, and Remediation Program
(PAREQ) works to mitigate and respond to emergencies, and is one of the most
important and successful programs in our safety strategy.

The PAREQ contains guidelines for accident prevention, operative response to
chemical emergencies, restoration of environmental damages, and return to nor-
mal guidelines for the railroad operation that transports hazardous materials.

The PAREQ prepares us to face potential emergencies

resulting from railroad accidents and incidents in an or-
ganized, efficient, and safe manner.

Transportation Division

Ferromex’s fleet of new locomotives brings significant fuel savings.

This program has three principal phases:

Prevention »

The activities of the PAREQ Prevention committee are defined, and also for the Infra-
structure, Documentation, Dispatch and Equipment, and Operations Sub-Committees,
among others.

An evaluation is performed by the PAREQ committee, noting the achievements of the
prevention committee, generating a minute with the new agreements.

Response »

On the occurrence of an accident involving hazardous materials, the corresponding
response brigades respond and activate the plan.

Once the emergency is controlled, a report on the event is prepared for the relevant
government agencies.

Remediation »

With the emergency controlled, the track is reported as clear and the damages to the
track and surrounding areas are surveyed.

Damages caused to equipment and infrastructure are evaluated and quantified. The
environmental restoration at the scene of the accident is subjected to the same evalua-
tion (when applicable).

We maintain close contact with the Civil Protection authorities and the local city and state authorities

regarding the response to such emergencies.
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