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Sout hern Peru Copper Corporation
and Subsidiaries

CONDENSED CONSOLI DATED STATEMENT OF EARNI NGS

(Unaudi t ed)

Net sal es:

St ockhol ders and affiliates
Ct hers

Total net sales

Operating costs and expenses:
Cost of sales
Admi ni strative and ot her expenses
Depreci ation, anortization and depletion
Expl orati on expense
Total operating costs and expenses

Qperating incone

Interest inconme
Q her income (expense)
I nterest expense

Ear ni ngs before taxes on inconme, mnority
interest and cunul ative effect of the
change in accounting principle

Taxes on income

Mnority interest of
shares

i nvest nent

Ear ni ngs before cunul ative effect of
the change in accounting principle

Cunul ative effect of the change in
accounting principle, net of income tax

Net ear ni ngs

Per common share anounts:

Ear ni ngs before cunul ative effect of
the change in accounting principle
Cunul ative effect of the change in
accounting principle, net of income
t ax

Net earnings — basic and diluted

Di vi dends paid

Wei ght ed average common shares
out st andi ng (Basi c)

Wei ght ed average common shares

out standi ng (Dil uted)

The acconpanying notes are an integral
statenents.

3 Months Ended
June 30, June 30,
2003 2002 2003 2002
(in thousands, except for per share ampunts)

6 Months Ended

$ - $ 4,952 $ - $ 7,109
168, 387 188, 420 343, 225 322, 457
168, 387 193, 372 343, 225 329, 566
102, 653 124, 652 217, 337 214,914

7,042 7,884 13,725 14, 955

18, 497 16, 288 36, 369 32,509
2,280 2,109 3,155 3, 408
130, 472 150, 933 270, 586 265, 786
37,915 42,439 72,639 63, 780
813 666 1,526 1,393

518 66 855 (10, 151)
(3,243) (3, 245) (6, 212) (8, 256)
36, 003 39, 926 68, 808 46, 766
14, 180 12,701 26, 911 14, 838
177 413 390 523

21, 646 26, 812 41, 507 31, 405

- - 1, 541 -

$_ 21,646 $_ 26,812 $_39, 966 $ 31,405
$ 0.27 $ 0.34 $ 0.52 $ 0.39
R - (0.02) -

$ 0.27 $ 0.34 $ 0.50 $ 0. 39
$ 0.11 $ 0.04 $ 0.21 $ 0.11
80,010 80, 004 80, 009 80, 004

80, 015 80, 009 80,014 80, 007

part of these condensed consolidated financia



Sout hern Peru Copper Corporation
and Subsi diaries

CONDENSED CONSOLI DATED BALANCE SHEET
(unaudi t ed)

June 30, Decenber 31,
2003 2002
(in thousands)
ASSETS
Current assets:
Cash and cash equival ents $ 230,585 $ 147,537
Accounts receivable, net 59, 441 60, 345
I nventories 88, 905 91, 880
Q her assets _ 18,037 11, 110
Total current assets 396, 968 310, 872
Net property 1, 231, 929 1, 248, 996
Capitalized mne stripping, net 197, 740 181, 558
Gt her assets 9,591 10, 820
Total Assets $1, 836, 228 $1, 752, 246
LI ABI LI TI ES
Current liabilities:
Current portion of |ong-term debt $ 55, 000 $ -
Accounts payabl e 39, 461 39, 377
Accrued liabilities 64, 003 61, 417
Total current liabilities 158, 464 100, 794
Long-term debt 294, 043 299, 043
Deferred inconme taxes 90, 993 88, 566
CGther liabilities and reserves 15, 150 14, 792
Asset retirement obligation 5, 080 -
Total non-current liabilities 405, 266 402, 401
M NORI TY | NTEREST 7,628 7,676
STOCKHOLDERS' EQUI TY
Common stock (a) 261, 737 261,726
Ret ai ned ear ni ngs 1, 003, 133 979, 649
Total Stockhol ders' Equity 1, 264, 870 1, 241, 375
Total Liabilities, Mnority
Interest and Stockhol ders’ Equity $1, 836, 228 $1, 752, 246
(a) Cormon shares: Authorized 34,099 34,099
Qut st andi ng 14,109 14,108
Class A common shares Authorized and
out st andi ng 65, 901 65, 901

The acconpanying notes are an integral part of these condensed consolidated financial
statenents.



Sout hern Peru Copper Corporation
and Subsidiaries

CONDENSED CONSOLI DATED STATEMENT OF CASH FLOWS

(unaudi t ed)

OPERATI NG ACTI VI TI ES
Net ear ni ngs
Cunul ative effect of the change in accounting
principle, net of income tax

Adj ustments to reconcile net earnings to net cash

provi ded from operating activities:
Depreci ation, anortization and depletion
Capi talized mne stripping

Remeasur ement (gain) |oss

Provi sion for deferred incone taxes
Mnority interest of investnent shares

Cash provided from (used for) operating assets
and liabilities:
Accounts receivabl e
I nventories
Accounts payable and accrued liabilities
Ot her operating assets and liabilities
Net cash provided by operating activities

| NVESTI NG ACTI VI TI ES
Capi tal expenditures
Sal e (purchase) of marketable securities
Sal es of property

Net cash used in investing activities

FI NANCI NG ACTI VI TI ES
Debt repaynent
Proceeds from borrow ngs
Escrow (deposits) w thdrawal s on | ong-term | oans
Di vi dends paid to common stockhol ders
Distributions to minority interest
Treasury stock transaction
I nvest ment shares purchased

Net cash provided from (used for) financing
activities

Ef fect of exchange rate changes on cash

I ncrease (decrease) in cash and cash equival ents
Cash and cash equival ents, at begi nning of period

Cash and cash equivalents, at end of period

3 Mont hs Ended

6 Months Ended

June 30, June 30,
2003 2002 2003 2002
(in thousands) (in thousands)
$ 21,646 $ 26,812 $ 39,966 $ 31,405
- - 1,541 -
18, 497 16, 288 36, 369 32,509
(10,338) (14,879) (19, 242) (28, 350)
(29) (3,238) (2,074) (2,109)
3,995 486 7,439 1,201
177 413 390 523
16, 953 (29, 487) 919 (6,272)
(4, 231) 12,159 2,975 603
7,409 4,900 2,482 3,723
(6, 900) 17, 270 (7,474) 17, 560
47,179 30,724 63, 291 50, 793
(6,815) (22,840) (16,004) (50, 353)
- 16, 632 - -
75 3 78
(6,814) (6,133) (16, 001) (50, 275)
- - - (122,914)
50, 000 - 50, 000 25,922
183 (55) 183 6, 936
(9,121) (1,466) (16, 482) (4,172)
(72) (47) (183) (142)
- - 11 3
(171) (201) (317) (330)
40, 819 (1,769) 33,212 (94, 697)
73 2, 626 2,546 1, 368
81, 257 25, 448 83,048 (92, 811)
149, 328 94, 598 147, 537 212, 857
$_230,585 $_120,046 $_230,585 $_120,046




3 Mont hs Ended 6 Months Ended

June 30, June 30,
2003 2002 2003 2002
(in thousands) (in thousands)
Suppl enent al di scl osure of cash flow information:
Cash paid during the year for:
I nterest $_ 5,145 $_5,187 $_ 8,555 $__ 9,459
I nconme taxes $_2,915 $_1,281 $ 2,915 $ 1,290
Suppl enent al schedul e of noncash investing and
financing activities:
Accounts receivable from sharehol ders
of fset by dividends paid $ - $_1,734 % - $__ 4,933

The acconpanying notes are an integral part of these condensed consolidated financial
statenents.
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Sout hern Peru Copper Corporation
and Subsi diaries

NOTES TO CONDENSED CONSCLI DATED FI NANCI AL STATEMENTS
(Unaudi t ed)

In the opinion of Southern Peru Copper Corporation (the “Company”, “Southern
Peru” or “SPCC’'), the acconpanyi ng unaudited condensed consolidated financi al
staterments contain all adjustnments (consisting only of normal recurring

adj ust ments) necessary to present fairly the Conpany’'s financial position as
of June 30, 2003 and the results of operations and cash flows for the three
and six nonths ended June 30, 2003 and 2002. Certain reclassifications have
been made in the financial statements from anpunts previously reported. The
condensed financial statements for the three and six nonths ended June 30,
2003 have been subjected to a review by PricewaterhouseCoopers, the Conpany’s
i ndependent public accountants, whose report dated July 15, 2003, is presented
on page 22. The results of operations for the three and six-month periods are
not necessarily indicative of the results to be expected for the full year.
The acconpanyi ng condensed consol i dated financial statements should be read in
conjunction with the consolidated financial statements and notes thereto
included in the Conpany’'s 2002 annual report on Form 10-K.

Inventories were as follows:

(in mllions)
June 30, Decenber 31,
2003 2002
Metal s at |ower of average cost or market:

Fi ni shed goods $ 1.6 $ 1.7
Wor k- i n- process 46.0 45.0
Suppl i es at average cost, net of reserves 41.3 45.2
Total inventories $ _88.9 $ _91.9

At June 30, 2003, the Company has recorded sales of 3.2 mllion pounds of
mol ybdenum at an average provisional price of $5.37 per pound. These sales are
subject to final pricing based on the average nonthly Deal er Oxi de nol ybdenum

prices in the nmonth of settlenent, which will occur in the third quarter of
2003. It is the opinion of management that the final pricing of these sales
will not have a naterial effect on the Conpany’'s financial results.

Ore Reserves:

Ef fective January 1, 2003, the Conpany recalculated its ore reserve estinates
using a 76 cents per pound copper price assunption, the three-year average
copper price according to COVEX, and current cost assunptions. Ore reserve
cal cul ations for 2002 and recent prior years were cal cul ated based on 90 cents
per pound copper price assunption, which represented the Conpany’s long-term
outl ook for copper price. The Conmpany understands that the Securities and
Exchange Commission (SEC) has recently stated that in calculating ore reserves
conpani es should use no nore than a three-year average copper price. The
Conpany, therefore, has made this change to conply with the SEC directive.

Southern Peru uses its ore reserve estimates in deternmining the amount of nine
stripping capitalized, units of production anprtization of capitalized mne
stripping and depletion of mneral land. As a result of the change in ore
reserves the ampunt of capitalized mine stripping on the bal ance sheet at June
30, 2003 was decreased by $1.3 nmillion; and on the Conpany's statenent of
earnings, reported depreciation, anortization and depl etion have increased by
$0.1 nmillion and $0.2 for the second quarter of 2003 and the first six nonths
of 2003, respectively. Operating inconme decreased by $0.7 nillion and $1.5
mllion for the second quarter of 2003 and the first six nonths of 2003,
respectively.



E. Taxes on Incone:
As a large corporation, the Company is regularly audited by the Federal, state
and foreign tax authorities. Al of these audits can result in proposed
assessments. Anong current audits, the Internal Revenue Service (IRS) has
conpl eted the fieldwrk phase of their audit of the Conpany for the years 1994
through 1996. |In Septenber 2002, the IRS issued a Prelimnary Notice of
Proposed Adjustment, which anong other things challenged the Conpany’s nethod
of valuation of |each dunps. The Conpany filed a protest with the Appeal s
office of the IRS in Decenber 2002 and has commenced negotiations with the IRS
concerning the resolution of this matter.

In prior years, the Conpany received assessnents from SUNAT (the Peruvian tax
department) for years 1996 to 1999, in which several deductions taken were

di sal | oned. SUNAT has chal | enged the Conpany’s depreciation nmethod, the
deduction of certain interest expense and other expenses related to charges
incurred outside of Peru. The Conpany appeal ed these assessnents. In
February 2003, the Peruvian tax court affirmed SUNAT' s assessnents related to
the 1996 and 1997 tax years in which the Conpany’s nethod for deducting
depreci ati on expense for tax purposes, and the deduction of certain expenses
incurred outside Peru were chal |l enged; thereby rejecting the Conpany’s appeal s
in connection with such assessments. The Peruvian tax court indicated that it
will not assess penalties related to the 1997 tax year. However, penalties
related to the tax years 1996, 1998 and 1999 nmy be assessed depending on the
outcome of the Conpany’s appeal .

In view of the decision of the Peruvian tax court regardi ng SUNAT' S assessnent
for 1996 and 1997, the Conpany has withdrawn its challenge of sinmlar
assessments made by SUNAT for the 1998 and 1999 tax years.

Accordingly, in the first six nmonths of 2003 the Conpany recorded a charge to
worker’s participation, (included in cost of sales on the statement of
earnings) and incone tax expense of $0.5 nillion and $4.7 nillion
respectively, to recognize the cost of these assessnents. The Conpany
continues to appeal the portion of assessnents related to the disallowance of
interest deductions and the penalties associated with these assessnents.
Conpany nanagenent believes that it will prevail in this appeal.

It is the opinion of managenent that the outcome of these matters will not
materially adversely affect the financial position, results of operations or
cash flows of the Conpany and its consolidated subsidiaries. However, it is
possible that these matters could have a material effect on the Conpany’s
quarterly or annual financial position, operating results or cash flows when
they are resolved in future periods.

F. Debt and Available Credit Facilities:
On April 25, 2003, the Conpany sold, to investors in Peru, $25 nillion of
bonds with maturities ranging fromJanuary 2005 to April 2010. These bonds
have an interest rate of LIBOR plus 2.375 percent and are the fifth issuance
under a $750 nillion bond program Continuing with this program on May 15,
2003, the Conpany sold an additional $25 nillion of bonds with maturities
rangi ng from February 2005 to May 2010. These bonds have an interest rate of
LI BOR plus 2.3125 percent and are the sixth issuance under the bond program
Total issuances under this program now total $199 nillion.

G Related Party Transaction:
As of June 30, 2003, the Conpany had an overdue receivable of $5.0 nillion
from Anericas Sales Corp. (ASC), for sales of copper products made in 2002 at
mar ket prices and with customary ternms. ASC is a subsidiary of Gupo Mexico,
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the majority (54.2% indirect stockholder of the Company. G upo Mexico has
guar ant eed paynent of this receivable and the unpaid bal ance accrues interest.

Commi t ments and Conti ngenci es:

In 1997, the Conpany sold its existing power plant to an independent power
conpany, Enersur S.A., for $33.6 nillion. In connection with the sale, a
power purchase agreenent was al so conpl eted, under which the Conpany agreed to
purchase its power needs for twenty years commencing in 1997.

In March 2003, the Conmpany agreed to amend the power purchase agreenent,
resolving certain issues that arose between the parties and reducing power
costs for the renaining life of the agreement. A new contract, documenting
this agreenent, was executed in June 2003. The new agreenment frees Enersur
S.A. fromthe obligation to construct additional capacity upon notice to meet
the Conpany’s increased electricity requirements from the planned expansion
and noderni zation. SPCC can satisfy the need for increased electricity
requi renents from other sources, including |ocal power providers.

Environment al :

The Conpany’s activities are subject to Peruvian |aws and regul ations. As
part of these regulations, SPCC submitted in 1996 the Environnental Conpliance
and Managerent Program (known by its Spanish acronym PAMA) to the Peruvian
Government. The PAVA applied to all current operations that did not have an
approved environmental inpact study at the time. SPCC's PAMA was approved in
January 1997 and it contains 34 mtigation nmeasures and projects necessary to
bring the existing operations to the environnental standards established by
the governnent. By the end of 2002, thirty-one of such projects were already
conpleted. Additionally, in Novernber of 2002 the government approved final
conpletion of all PAVA commitnents related to the Conpany’s operations in
Cuaj one and Toquepal a. The three pending PAMA projects all belong to the Ilo
snmel ter operations.

The Conpany’s biggest outstanding capital investment project is the Ilo
snmel ter expansion and nodernization. This project will npdernize the snelter
and is targeted to capture no less than 92 percent of sulfur dioxide
emi ssions, in conpliance with PAMA requirenents.

The Conmpany’s PAMA, approved by the Peruvian Mnistry of Energy and M nes
(“MEM) in 1997, provided that the snmelter would be nodernized in a two-phase
project; the first phase to be conpleted by the end of 2003 and the second and
final phase by January 2007. I'n January 2002 the MEM approved the nodified
one-phase project to be initiated by the fourth quarter of 2002 and conpleted
by Decenber 2004. G ven current econonmic, political and market conditions, in
Novermber 2002, the Company submitted a new request to MEM to reschedule the
snmel ter nodernization tinmetable and to start the project by the end of 2003,
with conpletion no |ater than 2007.

On February 28, 2003, MEM communicated its rejection to the Conpany’s request
to reschedule the snelter nodernization timetable, stating that once the
Conpany has taken effective action to inplement the project and can
denpnstrate the commencenent of the sane, SPCC would have the right to apply
for the rescheduling of the snmelter nodernization tinmetable.

In March 2003, in a separate regul ar biannual environnental review process of
SPCC's mning activities, MEM issued a notice to the Conpany denanding
conpliance with the conmtnents established in the PAMA within the next 90
days. MEM s notice orders the Conpany to commence the nodernization project
and to satisfy the investnent requirenents of the PAMA of $77.4 nillion within
such 90-day period. According to applicable |aw, the Conpany has been subject
to a first fine of approximately $20,000. Subsequent fines (subject to 90-day
periods) would be based on the shortfall of actual expenditures against
expenditures committed under the PAMA, as nodified. The Conpany does not
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believe the ambunt of fines paid will be material to its financial position,
results of operations or cash flows in future periods. The Conpany is
confident that it will be able to resolve these issues with MEM and has given
MEM assurances that it intends to conply fully with its commitments under
PAVA.

In June 2003 the Conpany hired an independent consulting firm to review and
evaluate the six proposals received for the snelter nodernization. The firm
has already presented their report and SPCC has awarded the contract for the
project to Flour-Xstrata.

The selected proposal neets with SPCC's requirements, which are the use of
proven technology (the I|SASMELT from Australia), that will not only provide
good economc returns but also conply wth the current environnental
regul ations. It is estimated that the construction of the project will take
no nore than 36 nonths and it wll be conpleted before January 2007, the
original deadline established in the PAVA

The cost of the project was previously estimated to exceed $600 nillion, but
has not been finalized pending the conpletion of the basic engineering by
Flour-Xstrata. The approximate value of this project is estimated to be $306
mllion.

The Conpany has on hand sufficient funds to commence the project but

significant additional funds wll be necessary for its conpletion. The
Conpany has an approved Peruvian bond program of $750 nillion, of which $199
mllion have been issued. There can be no assurance that the entire Ilo

smelter project can be financed with Peruvian resources. The Conpany plans to
finance the portion of the cost that is not financed in Peru with funds from
operations or by placing additional financing in the international market.

Environnmental capital expenditures for the period 1997-2002 exceeded $148
mllion. As soon as the snelter expansion and nodernization project begins,
the Conpany foresees significant environmental capital expenditures starting
in 2003. Approximately $55 nillion have been budgeted for the snelter project
in 2003.

In addition, the Company expects that MEM will issue new regulations during
2003 that will set forth the legal guidelines for the nining sectors
renedi ati on obligations. The Conmpany has no basis for determning the
possible effect of these pending regulations. However, material capital

expenditures may be required to achieve conpliance with these new regul ations.

Litigation:

In April 1996, the Conpany was served with a complaint filed in Peru by
approxi mately 800 former enployees seeking the delivery of a substantial
nunber of investment shares (formerly called “labor shares”) of its Peruvian
Branch plus dividends. |In Decenber 1999, a civil court of the first instance
of Linma decided against the Conpany, ordering the delivery of the investment
shares and dividends to the plaintiffs. The Conpany appeal ed this decision in
January 2000. On Cctober 10, 2000, the Superior Court of Lima affirned the
| ower court’s decision, which had been adverse to the Company. On appeal by
the Conpany, the Peruvian Supreme Court annulled the proceeding noting that
the civil courts lacked jurisdiction and that the matter had to be decided by
a |labor court. The case is now pending before a |abor court of first instance
in Linma.

I'n August 2002, the Conpany was notified that approximtely 3,000 additional
former enployees had filed a lawsuit before a labor court in Lim, for
unspeci fied arounts, seeking the delivery of a substantial nunber of
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investnent shares. The l|abor court dismssed the conplaint due to procedural
defects. On appeal by the plaintiffs, the Superior Court of Lima allowed the
claims to proceed and renmanded the case to the lower court for further
proceedi ngs. In April 2003 the lower court disnmssed the case due to
procedural defects.

On Decenber 28, 2000, a lawsuit styled Flores vs. Southern Peru Copper
Corporation was filed against the Conpany in federal court in New York City.
The Flores lawsuit sought unspecified conpensatory and punitive danages for
al l eged personal injuries to eight persons resident in Peru arising from
all eged releases into the environment from the Conpany’'s operations in Peru.
The lawsuit invoked the jurisdiction of the court under the federal Alien Tort
Clainms Act, claimng violations of customary international |aw The Flores
lawsuit is simlar to a suit filed in 1995 in Texas, for unspecified anounts,
which was dismissed in 1996 by a U S district judge. That ruling was
affirmed unanimously by a three-judge federal appeals court. The court made
it clear that the clainms of Peruvian residents should be tried in the courts
of Peru, not in the United States. On July 16, 2002, the United States
District Court for the Southern District of New York dismissed the conplaint
in the Flores lawsuit. In its decision, the district court ruled that it
lacked jurisdiction under the Alien Tort Cains Act because the Peruvian
plaintiffs had failed to allege a cognizable claimthat international |aw had
been violated. In the alternative, the district court stated that, even if it
had jurisdiction, it nonetheless would disnmiss the Flores |awsuit on the basis
of the doctrine of forum non convenient, because the dispute should be
litigated in the courts of Peru, not in the United States. On August 28,
2002, the Flores plaintiffs filed a notice of appeal to seek review of the
district court decision by the United States Court of Appeals for the Second
Judicial Circuit. The appeal is still pending.

It is the opinion of management that the outcone of the aforenentioned |egal
proceedings, as well as other mscellaneous litigation and proceedings now
pending, will not have a material adverse effect on the financial position of
the Conpany and its consolidated subsidiaries. However, it is possible that
litigation nmatters could have a material effect on the Conpany's quarterly or
annual operating results, when they are resolved in future periods.

I npact of New Accounting Standards:

Ef fective January 1, 2003, the Conpany adopted Statenent of Financial
Accounting Standards No. 143, “Accounting for Asset Retirenment Obligations”,
whi ch established standards for accounting for a | egal obligation associated
with the retirement of long-lived tangible assets. The Conpany has determ ned
that a retirement obligation exists for a portion of its long-lived assets.
These assets include a damon the Torata River, close to the Conpany’s Cuajone
mne and the SX EWfacility. The cunulative effect of this change in
accounting principle, net of taxes, was a charge to income of $1.5 nillion and
is shown separately on the Conpany’'s consolidated statenment of earnings. In
addition, as part of this cumulative adjustnment, the Company recorded an asset
retirement obligation liability of $4.9 million, increased net property $2.5
mllion and recorded deferred tax and workers' participation benefits of $0.9
mllion. The adoption of this new principle resulted in an additional charge
to earnings fromcontinuing operations of $0.2 nmillion for the six nonths of
2003. |f the Conpany adopted FAS 143 in 2002 an asset retirement obligation
of $4.5 nillion and $4.8 nillion would have been recorded as of January 1,
2002 and June 30, 2002, respectively. The asset retirement obligations were
established by the Conpany’s environnental inpact studies for these projects.
The Company’s retirenent obligation for the damis based on a wei ghing of two
options available to the Conpany at the end of the dans useful life to the
Conpany. These options are to turn the damover to the local nunicipality and
provi de mai ntenance for a nunber of years or to denolish the dam and restore
the river to its natural course. The Conpany’s retirenent obligation for the
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SXIEWfacility requires a dismantling of the plant and reclamation of the
property. The Conpany has not designated specific assets to satisfy these

obligations but will provide funds from operations.
In addition, the Conpany expects that MEMw || issue new regul ations during
2003 that will set forth legal guidelines for the mning sectors remediation

obligations. Such regulations nay have a naterial effect on SPCC s asset
retirenent obligations. However, the Conpany has no basis for determining the
possi bl e effects of these pending regul ations.

Effective January 1, 2003, the Conpany inplenented FAS No. 145, “Resci ssion of
FAS Nos. 4, 44 and 64, Amendnent of FAS 13, and Technical Corrections”, under
whi ch gains and | osses from extingui shnent of debt should be classified as
extraordinary items only if they nmeet criteria outlined in Accounting
Principles Bulletin No. 30. Under FAS No. 145 the Conpany reclassified the
first quarter 2002 extraordinary |loss on the early extinguishnment of debt to
earnings fromcontinuing operations in the Conpany's conparative statenents.

Effective January 1, 2003, the Conpany adopted FAS No. 146, “Accounting for
Costs Associated with Exit or Disposal Activities”, which addresses financial
accounting and reporting for costs associated with exit or disposal activities
and nullifies Energing |ssues Task Force (EITF) Issue No. 94-3, “Liability
Recognition for Certain Enpl oyees Termi nation Benefits and Qther costs to Exit
an Activity (including Certain Costs Incurred in a Restructuring)”. The
adoption of FAS No. 146 did not have a material effect on them Conpany’s
financial statements.

Effective January 1, 2003, the Conpany adopted FAS No. 148, “Accounting for
St ock- Based Conpensation — Transition and Di sclosure”. FAS No. 148 does not
alter the provisions of FAS No. 123, nor does it require stock-based
conpensation to be neasured under the fair-value approach under FAS No. 123.
The Company uses the disclosure only provisions of FAS No. 123. The adoption
of FAS No. 148 did not have a naterial effect on the Company’s financial
statements.

In April 2003, the FASB issued SFAS No. 149, “Amendnent of Statement 133 on
Derivative Instrunents and Hedging Activities”. This Statement amends and
clarifies financial accounting and reporting for derivative instruments,
including certain derivative instrunents enbedded in other contracts
(collectively referred to as derivatives) and for hedging activities under
FASB Statement No. 133, Accounting for Derivative Instrunents and Hedgi ng
Activities. The Conpany adopted the provisions of SFAS No. 149 on July 1,
2003, which did not have a material effect on the Conpany’s financi al
statements.

In May 2003, the FASB i ssued SFAS No. 150, “Accounting for Certain Financial
Instrunents with Characteristics of both Liabilities and Equity”. This

St at ement establ i shes standards of how an issuer classifies and neasures
certain financial instruments with characteristics of both liabilities and
equity. It requires that an issuer classify a financial instrunent that is
within its scope as a liability (or an asset in sone circunstances). This
Statement is effective for financial instruments entered into or nodified
after May 31, 2003, and otherwise is effective July 1, 2003. The Conpany
adopt ed the provisions of SFAS No. 150 on July 1, 2003, which did not have a
material effect on the Conpany’'s financial statements. The Conpany had no
financial instrunents during the period June 1 through June 30, 2003, which
woul d have required adoption of this SFAS prior to July 1, 2003.

On March 31, 2003, Southern Peru Hol dings Corporation the 54.2%direct
stockhol der of the Conpany and a subsidiary of ASARCO | ncorporated (ASARCO)
sold all its stock in the Company to Americas M ning Corporation (AMC), the
parent of ASARCO |Immediately after the transaction, the shares were
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transferred to SPHC || Incorporated, a subsidiary of AMC, and were pl edged to
a group of financial institutions. As a part of a financing agreement taken
in support of the stock purchase, AMC has agreed to financial covenants
requiring SPCC to maintain a mininmum stockhol der’s equity of $900 nillion,

adj usted to include 50% of earnings after 2002, cash proceeds fromequity

of ferings and stockhol der contributions. 1In addition, the agreenent requires
SPCC to nmintain specific debt to equity ratios and interest rate coverage
ratios. Wile SPCCis not a party to this agreement, covenants inposed by a
majority shareholder could restrict SPCC's financial flexibility.



Part | Item?2

MANAGEMENT' S DI SCUSSI ON AND ANALYSI S COF
FI NANCI AL CONDI TI ON AND RESULTS OF OPERATI ONS
AND QUANTI TATI VE AND QUALI TATI VE DI SCLOSURE ABOUT MARKET RI SK

The Conpany reported net earnings of $21.6 million, or diluted earnings per
share of 27 cents, for the second quarter of 2003 conpared with $26.8 nillion, or
diluted earnings per share of 34 cents, for the second quarter of 2002. For the
first half of 2003, net earnings were $40.0 nillion, or diluted earnings per

share of 50 cents after the cunulative effect of a change in accounting
principle, which reduced earnings per share by 2 cents, conpared to $31.4
mllion, or diluted earnings per share of 39 cents for the first half of 2002.

Sal es of products were $168.4 nillion in the second quarter of 2003 conpared with
$193.4 nillion in the second quarter of 2002. Sales of products for the first
hal f of 2003 totaled $343.2 nillion conpared with $329.6 nillion for the same
period of the previous year. Southern Peru’s 2003 second quarter production was
significantly higher than the second quarter of 2002. This, however, is not
directly reflected in the earnings conparison of the two periods. Sales of
copper products were 38.4 nillion pounds |ower in the 2003 quarter, accounting
for much of the $25 million decrease in net sales. The Conpany's operating costs
were $20.5 million lower in the 2003 period as a result of volune reductions and
the decrease in sales of third-party concentrates. Additionally, the 2002 second
quarter includes sales of approximately 22.7 million pounds of copper, held over
fromthe prior quarter because of shipping del ays.

For the first six months of 2003, earnings were $8.6 million higher than in the
conpar abl e 2002 period. Wile netal prices for copper and silver were slightly
hi gher in the 2003 period, the price of nolybdenum was 30 percent higher in 2003,
sal es vol umes, however, were |lower in the 2003 period, reducing some of the price
gain. In addition, the 2002 six month period was reduced by an after tax charge
of $8.5 nillion related to the early payment of debt and the 2003 six nonth
results were reduced by the adoption of Financial Accounting Standard No. 143
(SFAS No. 143) and the Conpany's acceptance of elenents of a Peruvian tax
assessment. The adoption of SFAS No. 143 and the acceptance of the Peruvian tax
assessnent resulted in reductions to the six nonths 2003 net earnings of $1.7
mllion and $5.2 nillion, respectively.

The average price for copper on the London Metal Exchange (LME) in the second
quarter of 2003 was 74 cents per pound conpared with 73 cents per pound in the
year earlier period. The average price for copper on the New York Commodity
Exchange (COMEX) in the second quarter of 2003 was 75 cents per pound, conpared
with 74 cents per pound in the second quarter of 2002. The average price for
nmol ybdenum one of the Conpany’'s principal by-products, was higher in the second
quarter of 2003 at $5.21 per pound, conpared with $4.35 for the sane period of
2002. The price of silver, another principal by-product was |ower at $4.59 per
ounce on the COMEX in the second quarter of 2003, conpared with $4.73 per ounce
in the second quarter a year ago.

M ne copper production increased 17%to 204.0 nillion pounds in the second
quarter of 2003 conpared with the second quarter of |ast year. This increase of
30.3 mllion pounds included 17.1 million pounds fromthe Toquepala mne, 16.0

m | lion pounds fromthe Cuajone nmne and an decrease of 2.8 million pounds in

sol vent extraction/el ectrow nning (SX/EW production. The Toquepal a nmine increase
in production was due to the higher concentrator capacity. The Toquepala mll
processed 30% nore ore in the 2003 period. The Cuajone nmine increase in
production was due to higher ore grades and inproved copper recovery at
concentrator in the 2003 period. The main reason for the 2.8 nmillion pounds
decrease in SX/ EW production was | ower PLS grade.
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Tai lings studies are under devel opnment to place the thickened tailings up-stream
from Quebrada Honda in an area called "Panmpa Purgatorio", these studies are
expected to be finished in Septenber 2003; after which SPCC will choose the best
alternative for the placenent of tailings.

In June 2003 the Company hired an independent consulting firm to review and
evaluate the six proposals received for the snelter nodernization. The firm has
already presented their report and SPCC has awarded the contract for the project
to Flour-Xstrata.

The sel ected proposal nmeets with SPCC s requirements, which are the use of proven
technology (the |SASMELT from Australia), that wll not only provide good
econom ¢ returns but also conply with the current environnental regulations. It
is estinmated that the construction of the project will take no nore than 36
months and it wll be conpleted before January 2007, the original deadline
established in the PAVA

The cost of the project was previously estimated to exceed $600 nmillion, but has
not been finalized pending the conpletion of the basic engineering by Flour-
Xstrata. The approxi mate value of this project is estimated to be $306 million.

On June 27, 2003, the Conpany awarded a contract to Bechtel International for the
design and construction of an inproved | eaching system at Toquepal a open pit

m ne. The new systemw || replace the use of trucks to haul material, thus,
conpensating for a forecast decline in mneral grades by |owering costs. The
project has an estinated cost of $70 nmillion and is expected to take 24 nonths to
conpl ete.

Inflation and Deval uati on of Peruvian Nuevo Sol: The functional currency of the
Conpany is the U.S. dollar. A portion of the Conpany’'s operating costs is
denominated in Peruvian new soles. Since the revenues of the Conpany are
primarily denomnated in U.S. dollars, when inflation in Peru is not offset by a
correspondi ng deval uati on of the Peruvian new sol, the financial position,
results of operations and cash flows of the Conpany could be adversely affected.
The val ue of the net assets of the Conpany denonminated in new soles can be
affected by deval uation of the new sol.

For the six nonths ended June 30, 2003, the inflation and deval uation rates were
1.26% and (1.22)%respectively, and for the six nmonths periods ended June 30,
2002 the inflation and deval uation rates were 0.62% and 1.89% respectively.

Net Sal es: Net sales in the second quarter of 2003 decreased $25.0 nillion to
$168.4 nillion fromthe conparable period in 2002. Net sales for the first six
nont hs of 2003 totaled $343.2 nillion, conpared with $329.6 nillion for the same
period of 2002. The decrease in net sales in the three-nonth period ended June
30, 2003 was principally due to | ower copper sales volume. The 2003 second
quarter sales volume was |ower by 38.4 mllion pounds, when conpared to the
second quarter of 2002. The 2002 second quarter included sales of 22.7 million
pounds of copper held over fromthe prior quarter because of shipping delays. In
the first half of 2003 the increase in sales is due to higher npolybdenum and
copper prices reduced sonmewhat by |ower sales vol ume.

At June 30, 2003, the Company has recorded sales of 3.2 mllion pounds of

nmol ybdenum at an average provisional price of $5.37 per pound. These sales are
subject to final pricing based on the average nonthly Deal er Oxi de nol ybdenum
prices in the month of settlenent, which will occur in the third quarter of 2003.

Prices: Sales prices for the Conpany’'s netals are established principally by
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reference to prices quoted on the LME, the COMEX or Published in Platt’'s Metals
Week for deal er oxide nean prices for nolybdenum products.

Three Mnths Ended Si x Mont hs Ended
June 30, June 30,

Price/ Vol ume Dat a: 2003 2002 2003 2002
Average Metal Prices

Copper (per pound- LMVE) $0. 74 $0. 73 $0. 75 $0. 72
Copper (per pound- COVEX) $0. 75 $0. 74 $0. 75 $0. 73
Mol ybdenum (per pound) $5. 21 $4. 35 $4. 63 $3. 55
Silver (per ounce- COVEX) $4. 59 $4.73 $4. 63 $4. 60
Sal es Vol urme (in thousands):

Copper ( pounds) 184, 300 222,700 383, 000 393, 300
Mol ybdenum (pounds) (1) 4,672 5,085 9,120 9, 658
Si |l ver (ounces) 869 991 1, 848 1,879

(1) The Conpany’s nol ybdenum production is sold in concentrate form Vol une
represents pounds of nol ybdenum contained in concentrates.

Metal Price Sensitivity: There is narket risk arising fromthe volatility of
copper prices. Assuming that expected metal production and sales are achieved,
that tax rates are unchanged, that the number of shares outstanding is
unchanged, giving no effects to hedging programs or changes in past production,
nmetal price sensitivity factors would indicate the follow ng estimted change in
earnings per share resulting fromnetal price changes in 2003. Estinates are
based on 80.0 million shares outstanding.

Copper Si |l ver Mol ybdenum

Change in Metal Prices $0.01/1b. $1.00/0z. $1.00/Ib.
Annual Change in Earnings per share $0. 06 $0. 03 $0. 14

Operating Costs and Expenses: Operating costs and expenses were $130.5 nillion in
the second quarter of 2003 conpared with $150.9 nillion in the second quarter of
2002. In the six nonths ended June 30, operating costs and expenses were $270.6
mllion in 2003, conpared with $265.8 nmillion in the conparabl e 2002 peri od.

Cost of sales for the three nonths ended June 30, 2003 was $102.7 nillion
conpared with $124.7 nillion in the conparable 2002 period. In the six nonths
ended June 30, 2003 cost of sales was $217.3 nillion, conpared with $214.9
mllion in the conparable 2002 period. The decrease in the second quarter was the
result of |ower copper sales volune and substitution of third-party copper
concentrates with SPCC production, due to the Toquepal a concentrator capacity
increase, conpleted in the second half of 2002. The increase of $2.4 nillion in
the six months ended June 30, 2003, conpared with the same period of prior year
is minly due to a $3.3 million increase in the cost of energy.

Admini strative and other expenses were $7.0 nmillion in the three nonths ended
June 30, 2003 and $7.9 nillion in the conparable 2002 period. In the six nmonths
ended June 30, 2003, adninistrative and other expenses were $13.7 nillion
conpared with $15.0 nmillion in the six nonths ended June 30, 2002. The decrease
in admnistrative and other expense in the second quarter of 2003 as conpared to
the 2002 second quarter was principally due to a reduction of $0.8 nillion in

I abor costs. The six nonth decrease is also attributable to |ower |abor costs.
A reduction in force programin 2002 generated these savings.

Depreci ation, anortization and depl etion expense for the three nonths ended June
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30, 2003 was $18.5 nillion conpared with $16.3 nillion in the conparable 2002
period. In the six nonths ended June 30, 2003 depreciation, anortization and
depl etion expense was $36.4 nmillion, conpared with $32.5 nillion in the
conpar abl e 2002 period. The increase in 2003 is principally due to new
capitalization of fixed assets.

Non- Operating Itens: Interest income was $0.8 million in the second quarter of
2003, conpared with $0.7 nmillion in the conparable 2002 period. In the six nonths
ended June 30, 2003 interest income was $1.5 nillion conpared with $1.4 nillion

for the sane period of 2002. The increase reflects higher anpunts of excess cash
invested in 2003.

Interest expense was $3.2 million in the second quarter of 2003 and 2002. In the
six nonths ended June 30, 2003, interest expense was $6.2 nillion conpared with
$8.3 nmillion in the first six nonths of 2002. The decrease is due to |ower
interest rates in the 2003 period. In addition, the 2002 period includes a $1.0
milion wite-off of a deferred | oan commission related to a loan prepaid in
2002.

Cther incone (expense) was $0.5 nmillion in the second quarter of 2003, conpared
with $0.1 nillion in the second quarter of 2002. For the six nonth period ended
June 30, 2003 other inconme (expense) was $0.9 nmillion conpared with $(10.2)
mllion in the 2002 six nonth period. |Included in the 2002 period is a charge of

$11.4 nillion for a penalty paid by the Conpany on the prepaynent of the $150
mllion Secured Export Note.

Taxes on Incone: Taxes on incone for the six nonths ended June 30, 2003 were
$26.9 nillion, conpared with $14.8 nillion for the sane period of 2002. The
increase was principally due to higher earnings in 2003 and a charge of $4.7

mllion for a Peruvian income tax assessnent in the first six nonths of 2003.
Cash Fl ows:
Second Quarter: Net cash provided by operating activities was $47.2 nillion in

the second quarter of 2003, conpared with $30.7 million in the conparable 2002
period. The principal reasons for the increase in cash flow, include higher cash
generated by operating assets and liabilities of $8.4 million and a reduction of
$4.6 nmillion in capitalized stripping.

Net cash used in investing activities was $6.8 million in the second quarter of
2003 for capital expenditures. In the second quarter of 2002 cash used for
investing activities was $6.3 million, including capital expenditures of $22.8
mllion and a source of cash of $16.6 nillion fromthe sale of marketable
securities. The Conpany anticipates that capital expenditures will be higher in
the second half of 2003 as nmjor projects nove forward.

Net cash provided fromfinancing activities in the second quarter of 2003 was
$40.8 mllion, conpared with a use of $1.8 nillion for the second quarter of
2002. The second quarter of 2003 includes a dividend distribution of $9.1
mllion, while the second quarter of 2002 includes a dividend distribution of
$1.5 mllion. In the second quarter of 2003 the Conpany sold $50.0 nillion of
its Peruvian bonds.

Si x Months: Net cash provided by operating activities was $63.3 nillion in the
first six nonths of 2003, an increase of $12.5 nillion over the conparable 2002
period. The increase was caused by higher earnings before the accounting change
of $10.1 nmillion and increases in non-cash charges to earnings of $3.9 nmillion
related to depreciation and $6.2 nmillion for deferred taxes. |In addition, the
anount of mine cost capitalized in the 2003 period decreased by $9.1 nillion, as
waste stripping declined fromthe prior year period. These positive increases in
cash flow were reduced by the decline in the contribution fromoperating assets
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and liabilities in the 2003 six nonth period.

Cash used in investing activities was $16.0 nmillion in the six-nonth period ended
June 30, 2003, attributable to capital expenditures. In the six nonths period
ended June 30, 2002, cash used in investing activities was $50.3 nillion due to

capital expenditures.

Cash provided by financing activities for the six nmonths ended June 30, 2003 was
$33.2 nillion, conpared to a use of $94.7 nillion in the conparable 2002 peri od.
The six nonths ended June 30, 2003, includes proceeds of $50.0 nillion from bonds
i ssued, and a dividend distribution of $16.5 nmillion. The six nonths ended June
30, 2002, includes proceeds of $25.9 million frombond issues and a repaynent of
$122.9 nmillion of debt. In addition, the six nmonth 2002 period includes dividends
distributions of $4.2 nillion and return of escrow deposits of $6.9 nillion.

Liquidity and Capital Resources:

On April 25, 2003, the Conpany sold, to investors in Peru, $25 nillion of bonds
with naturities ranging fromJanuary 2005 to April 2010. These bonds have an
interest rate of LIBOR plus 2.375 percent and are the fifth issuance under a $750
mllion bond program Continuing with this programon May 15, 2003 the Conpany
sold an additional $25 million of bonds with maturities ranging from February
2005 to May 2010. These bonds have an interest rate of Libor plus 2.3125 percent
and are the sixth issuance under the bond program Total issuances under this
program now total $199 nillion.

On June 16, 2003, the Conpany paid a quarterly dividend of 11.4 cents per share.
On July 24 2003, a dividend of 13.53 cents per share was decl ared, payabl e August
25, 2003.

Certain financing agreements contain covenants that linmit the paynent of

di vidends to stockhol ders. Under the nost restrictive covenant, the Conpany may
pay dividends to stockholders up to 50% of the net incone of the Conpany, on an
annual basis.

On March 31, 2003, Southern Peru Hol dings Corporation the 54.2%direct

stockhol der of the Conpany and a subsidiary of ASARCO | ncorporated (ASARCO sold
all its stock in Southern Peru to Anericas Mning Corporation (AMC), the parent
of ASARCO. |Immediately after the transaction, the shares were transferred to
SPHC Il Incorporated, a subsidiary of AMC, and were pledged to a group of
financial institutions. As part of a financing agreenent taken in support of the
stock purchase, AMC has agreed to financial covenants requiring SPCC to maintain
a m ni num st ockhol ders’ equity of $900 nmillion, adjusted to include 50% of
earnings after 2002, cash proceeds fromequity offerings and stockhol der
contributions. In addition, the agreenent requires SPCC to nuintain specific debt
to equity ratios and interest rate coverage ratios. Wile SPCCis not a party to
this agreenent, covenants inposed by a majority sharehol der could restrict SPCC s
financial flexibility.

The Company’s bi ggest outstanding capital investnent project is the Ilo snelter
expansi on and nodernization. This project will nodernize the snelter and is
targeted to capture no | ess than 92 percent of sulfur dioxide emssions, in
conpliance with PAMA requirements. |In June 2003 the Conpany hired an independent
consulting firmto review and eval uate proposals received for the snelter

noderni zation. The firmhas presented their report and SPCC has awarded the
contract for the project to Flour-Xstrata. It is estimated that the construction
of the project will take no nmore than 36 nonths and it will be conpleted before
January 2007, the original deadline established in the PAVA. The cost of the
project was previously estimated to exceed $600 nillion, but has not been
finalized pending the conpletion of the basic engineering by Flour-Xstrata. The
approxi mate value of this project is estimated to be $306 million.

The Company has on hand sufficient funds to commence this project but significant
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additional funds will be necessary for its conpletion. The Conpany expects to
nmeet its capital expenditure and liquidity requirenents with these funds as well
as internally generated funds and additional external financing. The Conmpany has
an approved Peruvian bond program of $750 million, of which $199 nillion have
been issued. There can be no assurance that the Conpany’'s capital expenditure
and liquidity requirements can be financed with Peruvian resources. The Conpany
plans to finance the portion of its liquidity needs that are not financed in Peru
with cash on hand, funds from operation or by placing additional financing in the
international market.

At June 30, 2003 the Conpany’s debt as a percentage of total capitalization (the
total of debt, minority interest and stockhol ders equity) was 21.5% as comnpared
with 19.3% at Decenber 31, 2002. At June 30, 2003, the Conpany's cash and

mar ket abl e securities anpbunted to $230.6 nmillion conpared to $147.5 nillion at
Decenber 31, 2002.

Critical Accounting Policies and Estimates:

Sout hern Peru Copper Corporation's discussion and analysis of its financial
condition and results of operations, as well as quantitative and qualitative

di scl osures of market risks, are based upon its consolidated financial
statements, which have been prepared in accordance with generally accepted
accounting principles in the United States of Anerica. Preparation of these
financial statenments requires Southern Peru' s management to nake estimates and
assunptions that affect the reported ampunts of assets and liabilities, as well
as the reported ambunts of revenues and expenses, for the reported period. The
nore significant areas requiring the use of managenent estimates and assunptions
relate to revenue recognition; ore reserves; capitalized mne stripping and
related estinated nmine stripping ratios; the estimted useful lives of fixed
assets, asset retirenent obligations and litigation and contingencies. The
Conpany bases its estimates on historical experience and on various other
assunptions that are believed to be reasonabl e under the circunstances. Actual
results may differ fromthese estimates under different assunptions or

condi tions.

The Conpany periodically reevaluates estimtes of its ore reserves, which
represent the Conpany’'s estinmate of the ampunt of unmi ned copper renmmining inits
exi sting mine |ocations that can be produced and sold at a profit. Such
estinmates are based on engineering eval uations derived fromsanples of drill

hol es and ot her openings, conbined with assunptions about copper market prices
and production costs. Effective January 1, 2003, the Conpany recal culated its
ore reserve estimates using a 76 cents per pound copper price assunption, the
three-year average copper price according to COVEX, and current cost assunptions.
Ore reserve calculations for 2002 and recent prior years were cal cul ated based on
90 cents per pound copper price assunption, which represents the Conpany’s |ong-
termoutl ook for copper price. The Conpany understands that the Securities and
Exchange Commission (SEC) has recently stated that in calculating ore reserves
conpani es should use no nore than a three-year average copper price. The
Conpany, therefore, has made this change to conply with the SEC directive.
Southern Peru uses its ore reserve estimates in deternmining the amount of nine
stripping capitalized, units of production anprtization of capitalized mne
stripping and depletion of mneral land. As a result of the change in ore
reserves the ampunt of capitalized mine stripping on the bal ance sheet at June
30, 2003 was decreased by $1.3 nillion; and on the Conpany’s statenent of
earnings for the six nonths of 2003, reported depreciation, anportization and

depl etion have increased by $0.2 nillion and operating i ncome decreased by $1.4
mllion.

As of January 1, 2003, the Conpany adopted FAS No. 143 “Accounting for Asset
Retirenent Obligations”, which established standards for accounting for a |egal
obligation associated with the retirenent of long-lived assets. The Conpany
charged incone $1.5 nillion for the cunul ative effect, as of January 1, 2003, of
adopting this principle. 1In addition, this change further reduced first six
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mont hs net incone by $0.2 million.

The estinmated costs of asset retirenent obligations are based on periodic

eval uations by Company managenent and engineers. |n addition, Conpany’s
financial personnel estimate the appropriate risk-free credit adjusted interest
rate and annual inflation rate to use in calculating the asset retirenent
obligation. The Conpany uses its recent borrow ng experience in determining the
appropriate risk-free interest rate to use. Annual inflation rates used in the
conputations are based on the current four-year average consumer price and
producer price indices of the U.S. Changes in such estinates could significantly
effect the Conpany’s operating costs and net income.

| npact _of New Accounting Standards:

Effective January 1, 2003, the Conpany adopted Statenent of Financial Accounting
Standards No. 143, “Accounting for Asset Retirenent Obligations”, which

establ i shed standards for accounting for a | egal obligation associated with the
retirenent of long-lived tangible assets. The Conpany has determined that a
retirenent obligation exists for a portion of its long-lived assets. These
assets include a damon the Torata River, close to the Conpany’s Cuajone m ne and
the SXEWfacility. The cunulative effect of this change in accounting
principle, net of taxes, was a charge to incone of $1.5 nmillion and is shown
separately on the Conpany’'s consolidated statement of earnings. In addition, as
part of this cumulative adjustrment, the Conmpany recorded an asset retirenent
obligation liability of $4.9 million, increased net property $2.5 nillion and
recorded deferred tax and workers' participation benefits of $0.9 nillion. The
adoption of this new principle resulted in an additional charge to earnings from
continuing operations of $0.2 nillion for the six nonths of 2003. |If the Conpany
adopted FAS 143 in 2002 an asset retirement obligation of $4.5 nillion and $4.8
mllion would have been recorded as of January 1, 2002 and June 30, 2002,
respectively. The asset retirement obligations were established by the Conpany’s
environnmental inpact studies for these projects. The Conpany’'s retirenent
obligation for the damis based on a weighing of two options available to the
Conpany at the end of the dams useful life to the Conpany. These options are to
turn the damover to the local nunicipality and provide maintenance for a nunber
of years or to demplish the damand restore the river to its natural course.

The Company’s retirenent obligation for the SX EWfacility requires a dismantling
of the plant and reclamation of the property. The Conpany has not designated
specific assets to satisfy these obligations but will provide funds from

oper ati ons.

In addition, the Conpany expects that MEMw || issue new regul ations during 2003
that will set forth legal guidelines for the mining sectors renediation
obligations. Such regulations nay have a naterial effect on SPCC s asset
retirenent obligations. However, the Conpany has no basis for determining the
possi bl e effects of these pending regul ations.

Effective January 1, 2003, the Conpany inplenented FAS No. 145, “Resci ssion of
FAS Nos. 4, 44 and 64, Amendnent of FAS 13, and Technical Corrections”, under
whi ch gains and | osses from extingui shnent of debt should be classified as
extraordinary items only if they nmeet criteria outlined in Accounting Principles
Bulletin No. 30. Under FAS No. 145 the Company reclassified the first quarter
2002 extraordinary |loss on the early extinguishnent of debt to earnings from
continuing operations in the Conpany’'s conparative statements.

Effective January 1, 2003, the Conpany adopted FAS No. 146, “Accounting for Costs
Associated with Exit or Disposal Activities”, which addresses financi al
accounting and reporting for costs associated with exit or disposal activities
and nullifies Energing |ssues Task Force (EITF) Issue No. 94-3, “Liability
Recognition for Certain Enployees Term nation Benefits and Qther costs to Exit an
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Activity (including Certain Costs Incurred in a Restructuring)”. The adoption of
FAS No. 146 did not have a material effect on them Company’s financial
statements.

Effective January 1, 2003, the Conpany adopted FAS No. 148, “Accounting for

St ock- Based Conpensation — Transition and Di sclosure”. FAS No. 148 does not
alter the provisions of FAS No. 123, nor does it require stock-based conpensation
to be neasured under the fair-value approach under FAS No. 123. The Conpany uses
the disclosure only provisions of FAS No. 123. The adopti on of FAS No. 148 did
not have a material effect on the Conpany’'s financial statements.

In April 2003, the FASB issued SFAS No. 149, “Amendnent of Statement 133 on
Derivative Instrunents and Hedging Activities”. This Statement amends and
clarifies financial accounting and reporting for derivative instruments,
including certain derivative instrunents enbedded in other contracts
(collectively referred to as derivatives) and for hedging activities under FASB
Statement No. 133, Accounting for Derivative |Instruments and Hedging Activities.
The Conpany adopted the provisions of SFAS No. 149 on July 1, 2003, which did not
have a naterial effect on the Conpany's financial statenents.

In May 2003, the FASB i ssued SFAS No. 150, “Accounting for Certain Financial

Instrunents with Characteristics of both Liabilities and Equity”. This Statenent
establ i shes standards of how an issuer classifies and neasures certain financial
instrunents with characteristics of both liabilities and equity. It requires

that an issuer classify a financial instrument that is withinits scope as a
liability (or an asset in sone circumstances. This Staterment is effective for
financial instrunents entered into or nodified after May 31, 2003, and otherw se
is effective July 1, 2003. The Conpany adopted the provisions of SFAS No. 150 on
July 1, 2003, which did not have a material effect on the Conpany’s financial
statements. The Conpany had no financial instrunents during the period June 1
through June 30, 2003, which would have required adoption of this SFAS prior to
July 1, 2003.

Cautionary statement: Forward-|ooking statements in this report and in other
Conpany statenents include statenments regardi ng expected comrencenent dates of
mning or metal production operations, projected quantities of future netal
production, anticipated production rates, operating efficiencies, costs and
expenditures as well as projected denand or supply for the Conmpany’s products.
Actual results could differ naterially depending upon factors including the
availability of materials, equipnment, required permts or approvals and
financing, the occurrence of unusual weather or operating conditions, |ower than
expected ore grades, the failure of equipnent or processes to operate in
accordance with specifications, |abor relations, environmental risks as well as
political and economc risk associated with foreign operations. Results of
operations are directly affected by netal prices on commodity exchanges, which
can be volatile.




Item 4. Control s and Procedures

EVALUATI ON OF DI SCLOSURE CONTROLS AND PROCEDURES

As of June 30, 2003, the Conpany carried out an eval uation, under the supervision
and with the participation of the Conpany's Disclosure Conmittee and the

Conpany’ s managenent, including the Chief Executive O ficer and the Chief
Financial Oficer, of the effectiveness of the design and operation of the
Conpany’ s di scl osure controls and procedures. Based upon that evaluation, the
Chi ef Executive Oficer and the Chief Financial Oficer concluded that the
Conpany’ s di sclosure controls and procedures are effective in tinely alerting
themto material infornation relating to the Conmpany (including its consolidated
subsidiaries) required to be included in the Conpany’'s periodic SEC filings.

CHANGES | N | NTERNAL CONTROLS OVER FI NANCI AL REPORTI NG

There was no change in the Conpany's internal controls over financial reporting
that occurred during the quarter ended June 30, 2003 that has materially
affected, or is reasonably likely to materially affect, the Conpany’s internal
control s over financial reporting.



REPORT OF | NDEPENDENT ACCOUNTANTS

To Sout hern Peru Copper Corporation:

We have reviewed the acconpanyi ng condensed consol i dated bal ance sheet of

Sout hern Peru Copper Corporation and subsidiaries (a Del aware Corporation) as of
June 30, 2003 and the rel ated condensed consolidated statenents of earnings and
cash flows for the three-nonth and six-nmonth periods then ended. These financi al
statements are the responsibility of the Conpany’s managenent.

We conducted our reviews in accordance with standards established by the American
Institute of Certified Public Accountants. A review of interimfinancial
information consists principally of applying analytical procedures to financial
data and neking inquiries of persons responsible for financial and accounting
matters. |t is substantially |ess in scope than an audit conducted in accordance
with generally accepted auditing standards, the objective of which is the
expression of an opinion regarding the financial statenents taken as a whole.
Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any naterial nodifications that should
be made to the condensed consolidated financial statements referred to above for
themto be in conformity with generally accepted accounting principles.

The acconpanyi ng condensed consol i dated financial information as of June 30, 2002
and for the three-nonth and six-nmonth periods then ended, was not audited or
reviewed by us and, accordingly, we do not express an opinion or any other form
of assurance on it.

PRI CEWATERHOUSECOOPERS

Mexi co, D.F., July 15, 2003



Part 11 - OTHER | NFORVATI ON

Item1 - Legal Proceedings

The infornmation provided in Note Hto the financial statenents contained in Part
I of this Form10-Q is incorporated herein by reference.

Item 4 — Subnmission of Matters to a Vote of Security Hol ders

At the annual neeting of stockholders of the Conpany held on May 30, 2003, the
hol ders of the Commpbn Stock, voting as a class, were asked to elect two
directors, the holders of Cass A Commobn Stock, voting as a class, were asked to
elect 13 directors, and both classes, voting together, to ratify the selection of
Pri cewat er houseCoopers LLP, as independent accountants for 2003.

Votes cast in the election of directors by hol ders of Common Stock were as
fol l ows:

Nunber of Shares

Nanes For Wt hhel d
Pedr o- Pabl o Kuczynski 6, 864, 286 - -
G | berto Perezal onso Cifuentes 3,226, 404 7,640, 882

In the election of the directors by holders of Class A Conmpbn Stock, each of the
followi ng directors received 65,900,833 votes and no votes were withheld.

Ger man Larrea Mt a- Vel asco Genaro Larrea Mt a- Vel asco
Oscar Gonzal ez Rocha Armando Ortega Gonmez
Enilio Carrillo Ganmboa Ranmiro G Peru

Jaine Claro Juan Rebol | edo Gout

Héctor Garcia de Quevedo Topete Dani el Tellechea Salido
Xavi er Garcia de Quevedo Topete J. Steven Whisler

Harold S. Handel snan

Stockhol ders ratified the selection of the independent accountants as follows:

For Agai nst Abstai n

Common St ock 10, 749, 354 46, 287 71, 645
Class A Common St ock 329, 504, 165 - - - -

Tot al 340, 371, 451 46, 287 71, 645

Under the by-laws, a Conmon Stockhol der seeking to nominate a director for

el ection by Conmon Stockhol ders nust give witten notice to the Secretary of the
Conpany at | east 90 days in advance of the anniversary date of the i mediately
precedi ng annual neeting, or within 10 days of the giving of notice of a special
neeting. The notice nmust provide specific biographical data with respect to each
nomi nee, including such infornation as is required to be included in the
Conpany's proxy statement, and a representati on by the Commobn Stockhol der that he
or she is a holder of record entitled to vote at the neeting and that he or she
intends to appear in person or by proxy to make the nomination. Nominations for
the Conpany's 2004 annual neeting of stockhol ders nust be received by March 2,
2004.

Proposal s of stockhol ders intended to be presented at the Conpany's 2004 annual
nmeeting of stockhol ders nust be received by the Conpany at its principal
executive office in the United States (2575 E. Canel back Rd. Suite 500, Phoeni x,
AZ 85016, USA) by January 16, 2004 in order to be considered for inclusion in the
Conpany' s 2004 proxy statenent and form of proxy.
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Item 6. Exhibits and Reports on Form 8-K

On May 22, 2003, the Conpany filed a Form8-K reporting that on April 28, 2003
and on May 16, 2003 the Conpany issued press rel eases regarding debt offerings by
t he Conpany.

On May 22, 2003, the Conmpany filed a Form8-K reporting a director's resignation
fromthe Board of Directors of the Conpany and that he had chosen not to stand
for re-election.

On June 10, 2003, the Conpany filed a Form 8-K reporting that on May 30, 2003 the
Conpany issued a press rel ease regarding the election of 15 directors and the
ratification of PricewaterhouseCoppers LLP, as independent accountants.

On July 25, 2003, the Conpany filed a Form8-K reporting (i) that on July 21,
2003, the Conpany issued a press release regarding the selection of a technol ogy
and engineering firmto start the capital investnent project at its Ilo snelter,
and (ii) that on July 23, 2003, the Conpany issued a press rel ease announci ng
financial results for the quarter ended June 30, 2003.

Exhi bit No. Description of Exhibit

Exhibit 15 | ndependent Accountants’ Awareness Letter

31.1 Certification Pursuant to Section 302 of the Sarbanes-Oxley Act
31.2 OCfertZiO?izcation Pursuant to Section 302 of the Sarbanes-Oxl ey Act
32.1 OCfertZiO?izcation Pursuant to Section 906 of the Sarbanes-Oxl ey Act

of 2002, 18 U.S.C. Section 1350. This docunment is being
furnished in accordance with SEC Rel ease Nos. 33-8212 and 34-
47551.

32.2 Certification Pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002, 18 U.S.C. Section 1350. This docunment is being
furnished in accordance with SEC Rel ease Nos. 33-8212 and 34-
47551.



Part |1 — OTHER | NFORVATI ON

S| GNATURES

Pursuant to the requirenment of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the
under si gned thereunto duly authorized.

SOUTHERN PERU COPPER CORPORATI ON
(Regi strant)

/'s/ Cscar _Gonzal ez Rocha
Dat e: August 14, 2003 Oscar Gonzal ez Rocha
President and General Director

/'s/ _Daniel Tellechea Salido

Dat e: August 14, 2003 Dani el Tell echea Salido
Vice President of Finance and

Chief Financial Oficer




Exhibit 15

To: Southern Peru Copper Corporation

We have made a review, in accordance with standards established by the American
Institute of Certified Public Accountants, of the unaudited interimfinancial
information of Southern Peru Copper Corporation and subsidiaries for the three
and six nonth periods ended June 30, 2003 as indicated in our report dated July
15, 2003; because we did not performan audit, we expressed no opinion on that

i nformation.

We are aware that our report referred to above, which is included in your
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003, is
incorporated by reference in Registration Statement Nos. 333-02736 and 333-40293
on Forms S-8.

We also are aware that the aforenentioned report, pursuant to Rule 436(c) under
the Securities Act of 1933, is not considered a part of the Registration

Statenment prepared or certified by an accountant or a report prepared or
certified by an accountant within the nmeaning of Sections 7 and 11 of that Act.

PRI CEWATERHOUSECOOPERS

Mexi co, D.F., July 15, 2003



Exhibit 31.1

CERTI FI CATI ON PURSUANT TO
Section 302 of the Sarbanes-Oxl ey Act of 2002

I, Germén Larrea Mta-Vel asco, Chairman and Chief Executive Officer of Southern
Peru Copper Corporation, certify that:

1. | have reviewed this quarterly report on Form 10-Q of Southern Peru Copper
Cor por ati on;

2. Based on ny know edge, this report does not contain any untrue statement of a
material fact or onmit to state a material fact necessary to make the
staterments made, in light of the circunmstances under which such statenents
were nade, not misleading with respect to the period covered by this report;

3. Based on ny know edge, the financial statements, and other financial
information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and | are responsible for
establ i shing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rul es 13a-15(e) and 15d-15(e)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such
di sclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this
report is being prepared;

b. Evaluated the effectiveness of the registrant’s disclosure controls and
procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such eval uation; and

c. Disclosed in this report any change in the registrant’s internal control
over financial reporting that occurred during the registrant’s nost
recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) and | have disclosed, based on
our nost recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performng the equival ent functions):

a. Al significant deficiencies and naterial weaknesses in the design or
operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

b. Any fraud, whether or not naterial, that involves managenment or other
enpl oyees who have a significant role in the registrant’s internal
control over financial reporting.

/'s/ Germén Larrea Mt a- Vel asco
Dat e: August 14, 2003 Ger man Larrea Mt a- Vel asco
Chai rman and Chi ef Executive O ficer
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Exhibit 31.2

CERTI FI CATI ON PURSUANT TO
Section 302 of the Sarbanes-Oxl ey Act of 2002

Dani el Tellechea Salido, Vice President of Finance and Chief Financial Oficer
Sout hern Peru Copper Corporation, certify that:

| have reviewed this quarterly report on Form 10-Q of Southern Peru Copper
Cor por ati on;

Based on nmy know edge, this report does not contain any untrue statement of a
material fact or onmit to state a material fact necessary to make the
staterments made, in light of the circunstances under which such statenents
were nade, not misleading with respect to the period covered by this report;

Based on nmy know edge, the financial statements, and other financial
information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and | are responsible for
establ i shing and maintaining di sclosure controls and procedures (as defined in
Exchange Act Rul es 13a-15(e) and 15d-15(e)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such
di sclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this
report is being prepared;

b. Evaluated the effectiveness of the registrant’s disclosure controls and
procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such eval uation; and

c. Disclosed in this report any change in the registrant’s internal control
over financial reporting that occurred during the registrant’s nost
recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over
financial reporting; and

The registrant’s other certifying officer(s) and | have discl osed, based on
our nost recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performng the equival ent functions):

a. Al significant deficiencies and naterial weaknesses in the design or
operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to
record, process, sunmmarize and report financial information; and

b. Any fraud, whether or not naterial, that involves managenment or other

enpl oyees who have a significant role in the registrant’s internal
control over financial reporting.

/'s/ Daniel Tellechea Salido

Dat e: August 14, 2003 Dani el Tell echea Salido

Vice President of Finance and
Chi ef Financial Oficer
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Exhibit 32.1

CERTI FI CATI ON PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTI ONS 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Quarterly Report of Southern Peru Copper Corporation
(the "Conpany") on Form 10-Q for the period ending June 30, 2003 as filed with
the Securities and Exchange Conmi ssion on the date hereof (the "Report"), I,
Gernan Larrea Mta- Vel asco, Chief Executive Oficer of the Company, certify,
pursuant to 18 U S.C. (S) 1350, as adopted pursuant to Section 906 of the

Sar banes- Oxl ey Act of 2002, that:

(1) The Report fully conplies with the requirenments of section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations
of the Conpany.

/'s/ Germén Larrea Mt a- Vel asco
Dat e: August 14, 2003 German Larrea Mot a- Vel asco
Chai rman and Chi ef Executive O ficer

A signed original of this witten statenent required by section 906 has been
provided to Southern Peru Copper Corporation and will be retained by Southern
Peru Copper Corporation and furnished to the Securities and Exchange Commi ssion
or its staff upon request.



Exhibit 32.2

CERTI FI CATI ON PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTI ONS 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Quarterly Report of Southern Peru Copper Corporation
(the "Conpany") on Form 10-Q for the period ending June 30, 2003 as filed with
the Securities and Exchange Conmission on the date hereof (the "Report"), I,
Dani el Tellechea Salido, Vice President of Finance of the Conpany and Chief
Financial Oficer, certify, pursuant to 18 U S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully conplies with the requirenments of section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations
of the Conpany.

/'s/ Daniel Tellechea Salido

Dat e: August 14, 2003 Dani el Tell echea Salido
Vice President of Finance and

Chief Financial Oficer

A signed original of this witten statenent required by section 906 has been
provided to Southern Peru Copper Corporation and will be retained by Southern
Peru Copper Corporation and furnished to the Securities and Exchange Commi ssion
or its staff upon request.



