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FIRST QUANTUM MINERALS LTD. (“FIRST QUANTUM” OR “THE COMPANY”) IS A
GROWING MINING AND METALS COMPANY FOCUSED ON ITS CORE EXPERTISE OF DISCOVERING, DEVELOPING AND
OPERATING COPPER MINES THROUGHOUT THE WORLD.

IN 2008, THE COMPANY PRODUCED 334,415 TONNES OF COPPER FROM ITS OPERATIONS IN THE CENTRAL
AFRICAN COPPERBELT REGION OF ZAMBIA AND THE DEMOCRATIC REPUBLIC OF CONGO AND IN MAURITANIA.

FIRST QUANTUM’S SHARES TRADE ON THE TORONTO STOCK EXCHANGE IN CANADA (SYMBOL “FM”) AND
THE LONDON STOCK EXCHANGE (SYMBOL “FQM”) IN THE UNITED KINGDOM. FIRST QUANTUM IS A MEMBER

OF THE S&P/TSX 60 INDEX.

Democratic
Republic of Congo

Zambia

Mauritania

Finland

Unless otherwise noted, all amounts in this report are expressed in United States dollars.

Cautionary Statement

Certain information contained in this Annual Report constitutes “forward-looking
statements” within the meaning of the Private Securities Litigation Reform Act of
1995 and forward-looking information under applicable Canadian securities
legislation. Forward-looking statements and information by their nature are based
on assumptions and involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of the
Company to be materially different from any future results, performance
or achievements expressed or implied by such forward-looking statements or
information. These risks, uncertainties or other factors include, but are not limited
to, the actual prices of copper, gold and sulphuric acid, unanticipated grade,
geological, metallurgical, processing, access, transportation of supply or other
problems, political, economic and operational risks of foreign operations,
availability of materials and equipment, the timing of receipt of governmental

permits, force majeure events, the failure of plant, equipment or processes to
operate in accordance with specific expectations, accidents, labour relations and
risks in start-up date delays, environmental costs and risks, the outcome of
acquisition negotiations, general domestic and international economic and political
conditions, the factual results of current exploration, development and mining
activities, results of pending and future feasibility studies, changes in project
parameters as plans continue to be evaluated, and those factors disclosed in
documents filed by the Company from time to time with the securities commissions
of British Columbia, Alberta and Ontario, the Autorité des Marchés Financiers in
Quebec, the United States Securities and Exchange Commission (the “SEC”) and
the London Stock Exchange (“LSE”) including, without limitation, those risks,
uncertainties and other factors set out in this Annual Report.

LOCATION OF KEY ASSETS
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Operational Highlights

• Record production of
334,415 tonnes of copper

• Increased gold sales by over 20%
to 121,830 ounces

• Ramped up the Frontier mine to
design capacity

• Completed upgrade projects at
Kansanshi

• Advanced the Kolwezi copper-
cobalt project

• Acquired the Kevitsa nickel-
copper project in Finland

• Initiated productivity
improvement and cost-saving
measures to better position the
Company through the current
economic downturn

2009 FOR ECA S T

• Copper production to rise almost
15% to 380,000 tonnes

• Gold production to increase
100% to 240,000 ounces

• Target average cash cost of
production of $0.80 per pound
of copper

2008 SUMMARY

Financial Highlights

• Record sales revenues of
$1,740 million

• Earnings of $300 million, before
asset impairment adjustments

• Cash flow from operations of
$637 million, before working
capital changes

• Total cash of $217 million at
year end

First Quantum Minerals Ltd.
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L ETT E R to SHAR EHOLD E R S

2008marked an

important step forward in

First Quantum’s progress towards

building an international mining

company. Total copper production

rose over 47% from the previous

year to total 334,415 tonnes as the

Frontier mine completed its first full

year of commercial operations,

benefits of recent capacity expansions

at the Kansanshi mine were realized

and another strong operating year

was recorded at the GuelbMoghrein

mine. On the project level, the

Kolwezi project reached 50%

completion and the capacity

expansion at Guelb Moghrein was

well advanced. Additionally, the

acquisition of the Kevitsa project in

Scandinavia was a significant first

step in our strategy to diversify both

geographically and across

commodity lines. While our due

diligence prior to the acquisition

indicated a robust project, subsequent

work suggests even greater

potential. We are confident that,

when developed, Kevitsa will be a

meaningful operation in

First Quantum’s asset base.

First Quantum is committed to

sustainable development and is ever

mindful of its responsibility

towards the communities in which

it operates. Over the years we

summarized in the Annual Report

the work we do in this regard;

however, this year we will be

providing a separate update on our

progress and activities which will

be available on our website, and

I encourage you to access it.

As I note every year, our achieve-

ments over the last several years are

a credit to the qualities of our

excellent team of technical profes-

sionals and management. Without

high quality people, even the richest

deposit cannot be developed

successfully. Therefore, we will

continue with our long-term policy

of recruiting, developing and

motivating the best people in the

industry. Our performance is a

testament to the value of this policy

and our success in achieving it.

While the Company made great

progress and achieved several objec-

tives during the year, we were not

immune to the effects of the severe

global recession that took hold in

the second half of 2008. The market

price for our main product, copper,

traded as high as $4.02 per pound

during the first quarter of the year

then started a sharp decline in the

third quarter to close 2008 at

$1.31 per pound. The price for gold

however, of which we sold almost

122,000 ounces in 2008, was strong

over the year with an average price

of $872 per ounce. This compares

to an average of $697 for 2007.

For the year, the Company gener-

ated revenues of $1.7 billion,

operating cash flow, before working

capital changes of $637 million and

net earnings of $300 million before

impairment charges on investments.

These impairment charges are non-

cash, do not affect the core of our

business and are meant to adjust the

value of listed and other invest-

ments to fair market value.
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MEETING THE CHALLENGES OF

A GLOBAL RECESSION

Each year in my letter to share-

holders, I try to provide some

insight into the challenges faced by

the Company. As can be expected,

this year’s discussion is dominated

by the effects of the global economic

recession and the weakness in

financial markets, which have

created a challenging environment

for every industry, and our action

plan to meet those challenges.

Fortunately for First Quantum, this

downturn has come at a time when

we are able to benefit from low-

cost projects either underway or

recently completed and are able to

implement mine planning and

processing changes in a timely

manner.

Following the sharp fall in the

copper price in the second half of

2008, we initiated a review of all

parts of the business to identify

prudent measures to protect the

Company’s core activities and

financial resources, improve its

operating cost profile and position it

to emerge stronger when economic

conditions improve.

As a result of the review, we have

adjusted each mine’s operating

plan, renegotiated supply contracts,

improved supplier credit terms,

tightened working capital manage-

ment, and deferred some exploration

and capital expenditure. I am

pleased to report that these

measures are producing the desired

results and the capability of all of

First Quantum’s mines to generate

cash in a low copper price environ-

ment has been enhanced.

While we believe these measures are

adequate to ensure the long-term

integrity and success of the

Company, we also recognize that

the current operating and financial

environment is uncertain and

volatile and further action may be

required. Together, management and

the Board have developed action

PRUDENT MEASURES

INITIATED TO PROTECT

THE COMPANY’S

CORE ACTIVITIES AND

FINANCIAL RESOURCES,

IMPROVE ITS OPERATING

COST PROFILE AND

POSITION IT TO EMERGE

STRONGER WHEN

ECONOMIC CONDITIONS

IMPROVE, ARE

PRODUCING THE

DESIRED RESULTS.

First Quantum Minerals Ltd.
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L ETT E R to SHAR EHOLD E R S ( c o n t ’ d )

plans for various possible scenarios

and we are prepared to initiate them

should conditions warrant.

The commitment to the strength

and success of First Quantum is

strong throughout the Company

and well evidenced by the lead

taken by senior management and

the Board in a 20% reduction in

their salaries and board fees.

Although modest in the context of

the overall revenues and costs of

the business, this action is

indicative of the strength of that

commitment and belief in the

quality of the asset base.

By all indications, 2009 will be a

challenging year but we are

prepared to meet those challenges

with the same flexibility and

discipline that have underpinned

First Quantum’s success to date.

We are confident that First Quantum

has a sound platform for expansion

when global commodities markets

recover from the current severe

recessionary environment. As a low

cost producer with brownfield

expansion opportunities at

Kansanshi, Frontier and Guelb

Moghrein plus new projects under

development at Kolwezi and

Kevitsa, we are well positioned to

bring additional production on

stream quickly by bringing forward

projects that are currently deferred.

REVIEW OF OPERATIONS

Kansanshi Copper-Gold Mine

Kansanshi had a strong operating

year with a 31% increase in copper

production mainly as a result of

capacity expansions completed

during 2007 and 2008.

The 12-million tonne per year

sulphide expansion operated

consistently at design rates, with

improved metallurgical performance

across both old and new sulphide

circuits obtained as consistency in

operations improved. Output from

the High Pressure Leach operations

improved particularly in the fourth

quarter as material and equipment

improvements took effect. This

facility along with the recently

installed 35,000-tonne per year

electrowinning tankhouse and the

4-million tonne per year

concentrator expansion all give

Kansanshi considerable operating

flexibility and ability to manage

costs of production.

Frontier Copper Mine

Frontier’s operations ramped up to

design levels and completed its first

full year of commercial operations

in 2008. The mine’s workforce was

tested in the beginning of the year

with the heavy rains of its first wet

season which hampered mining

activities. The operation recovered

well and achieved its highest

quarterly output in the fourth

quarter during the 2008/2009 wet

season. Frontier’s production

accounted for approximately 24%

of the Company’s total output.
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Guelb Moghrein

Copper-Gold Mine

Guelb Moghrein recorded another

solid operating year with 15%

higher production and an average

unit cost of production of $0.70 per

pound of copper.

Several initiatives that are expected

to make a substantial difference to

Guelb Moghrein’s future operations

were started or completed in 2008.

These include the plant expansion

to 3.8 million tonnes per year which

is on track for commissioning in the

third quarter of 2009, an upgrade to

a more fuel efficient mining fleet,

the project to switch to the use of

heavy fuel only and the completion

of the gold plant. As a result of

these projects, Guelb Moghrein’s

production capacity will be higher

and its cost structure significantly

lower. The mine is also expected to

be able to exploit lower grade ore

and hence considerably increase

the reserves.

Kolwezi Copper-Cobalt Project

Development of the Kolwezi

project was advanced to almost

50% completion by the end of 2008.

As a consequence of the prolonged

review of mining contracts, the

economic downturn and resulting

decline in the copper price, develop-

ment was slowed beginning in the

fourth quarter. Commissioning is

now scheduled for the third quarter

of 2010 and construction is well

on-track to meet this new

timetable. The Company and the

contributing partners in the project

are optimistic that a satisfactory

conclusion will eventually be

reached in the review of its mining

contract and project financing will

then be obtained. This optimism is

based on productive discussions

with the government and on the

knowledge that the Kolwezi

contract is valid, binding and all

terms have been complied with.

Kolwezi will have an operating life

of over 20 years at the expanded

production rate and the level of

AS A LOW COST

PRODUCER WITH

BROWNFIELD EXPANSION

OPPORTUNITIES AT

KANSANSHI, FRONTIER

AND GUELB MOGHREIN

PLUS NEW PROJECTS

UNDER DEVELOPMENT AT

KOLWEZI AND KEVITSA,

WE ARE WELL POSITIONED

TO BRING ADDITIONAL

PRODUCTION ON STREAM

QUICKLY BY BRINGING

FORWARD PROJECTS THAT

ARE CURRENTLY

DEFERRED.

First Quantum Minerals Ltd.
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L ETT E R to SHAR EHOLD E R S ( c o n t ’ d )

investment is indicative of

First Quantum’s long-term

commitment to the Democratic

Republic of Congo as investors in

the mining sector.

OUTLOOK

We expect First Quantum’s

production growth to continue in

2009 supplemented by low-cost

projects either recently completed

or close to completion. This provides

a strong platform for First Quantum

to ride out the current recessionary

environment and to bring additional

organic growth projects on line

quickly as market conditions

improve. In addition, the Company

is on track to become a more

meaningful gold producer as the

gold recovery circuits at Guelb

Moghrein and Kansanshi are

enhanced. Copper production is

expected to rise almost 15% to

380,000 tonnes and gold production

to double to 240,000 ounces.

Over the 2010 to 2013 period,

copper production from the

existing operations is expected to

increase further to 397,000 tonnes.

This does not include the estimated

average yearly production from

Kolwezi of 70,000 tonnes and the

yet undetermined volumes

from Kevitsa.

From the start, First Quantum has

been a cost-efficient operator and

we are working to stay that way.

The changes implemented across all

aspects of our activities to optimize

the cost structure are being

supplemented by price reductions

for several key process inputs. Most

notably, the prices for diesel and

sulphur have declined significantly

from levels in mid-2008. In 2009,

we are targeting $0.80 per pound of

copper as the average cash cost of

production, net of proceeds from

the sale of our gold production.

This is very competitive under

every price estimate by industry

analysts that we are aware of.

Much of the Company’s success has

come from being opportunistic,

focused and conservative in its

acquisitions. We intend to continue

in this vein as we assess some

excellent opportunities that have

become available as a result of the

economic downturn. These will be

carefully weighed against the

Company’s existing prospects and

evaluated on how we can add value

through our sound financial

position and technical expertise.

OBJECTIVES FOR 2009

Our objectives for 2009 are

demanding and as always, would

not be achievable without the skills

and enthusiasm of our employees:

• Health, Safety and the

Environment – continue to

promote the health, safety

and development of our

employees and to enrich the

environment and communities

in which we operate
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• Kolwezi – advance the project

towards completion and

finalize debt financing, taking

into consideration the

revisitation process, global

economic conditions and

availability of debt financing

• Guelb Moghrein – complete

the production capacity

expansion

• Kevitsa – fully explore the

potential of this project and

complete a detailed

conceptual design and capital

cost estimate to refine the

development schedule and

construction requirements

• Exploration – focus on high

grade/high value

mineralization with near-term

production potential

• Zambian tax matters –

continue constructive

discussions with the Zambian

Government with regards to

the mining tax regime

• Acquisitions – pursue

opportunities to diversify both

geographically and across

commodity lines

THANK YOU

I thank the many people,

governments, organizations and

partners in the industry who have

contributed to First Quantum’s

success in 2008. While our

employees, with their management

and technical expertise, have been

the main engine for our growth, we

also appreciate the important role

of the governments of Zambia, the

DRC, Mauritania and Finland.

Finally, I thank the members of the

Board for their diligence, support

and enthusiasm.

MUCH OF THE

COMPANY’S SUCCESS HAS

COME FROM BEING

OPPORTUNISTIC, FOCUSED

AND CONSERVATIVE IN

ITS ACQUISITIONS.

WE INTEND TO CONTINUE

IN THIS VEIN AS WE

ASSESS SOME EXCELLENT

OPPORTUNITIES THAT

HAVE BECOME AVAILABLE

AS A RESULT OF THE

ECONOMIC DOWNTURN.

THESE WILL BE CAREFULLY

WEIGHED AGAINST

THE COMPANY’S

EXISTING PROSPECTS AND

EVALUATED ON HOW

WE CAN ADD VALUE

THROUGH OUR SOUND

FINANCIAL POSITION AND

TECHNICAL EXPERTISE.Signed by

PHILIP K.R. PASCALL
Chairman & CEO

First Quantum Minerals Ltd.
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F I R S T QUANTUM AS S E T S

• Mined 19.1 million
tonnes of ore

• Average sulphide ore
grade of 1.2% Cu

• Average oxide ore grade
of 1.7% Cu

• Average copper recovery
of 94%

• Total copper production
of 215,314 tonnes

• Sold 62,064 ounces
of gold

• Cash cost of production
of $1.16 per pound
of copper

• Copper production
of 244,000 tonnes

• Gold production of
140,000 ounces

• Cash cost of
production of
$0.80 per pound
of copper

OPERATIONS DETAILS 2008 HIGHLIGHTS 2009 TARGETS

Kansanshi
copper-gold
mine

• Located near the town of Akjoujt in Mauritania
• Began commercial production in October 2006
• 9-year estimated minelife
• Open pit mining
• Processing facilities include:
• Annual throughput capacity of 3.8 million
tonnes (upon completion of expansion project)
• Gold recovery circuit

• Employs approximately 863 workers

• Mined 3.2 million tonnes
of ore

• Average ore grade of
1.5% Cu

• Average copper recovery
of 86%

• Produced 33,073 tonnes
of copper in concentrate

• Produced 61,925 ounces
of gold in concentrate

• Cash cost of production
of $0.70 per pound
of copper

• Copper production
of 38,000 tonnes

• Gold production of
100,000 ounces

• Cash cost of
production of
$0.50 per pound
of copper

Guelb Moghrein
copper-gold
mine

• Located near the town of Sakania in the
Democratic Republic of Congo

• Began commercial production in November 2007
• 19-year estimated minelife
• Open pit mining
• Processing facilities to produce copper concentrate
• Employs approximately 603 workers

• Copper production
of 98,000 tonnes

• Cash cost of
production of
$0.90 per pound
of copper

Frontier
copper mine

• Mined 6.5 million tonnes
of ore

• Average ore grade of
1.3% Cu

• Average copper recovery
of 89%

• Produced 80,177 tonnes
of copper in concentrate

• Cash cost of production
of $1.52 per pound
of copper

• Located near Solwezi in the North Western
Province of Zambia

• Began commercial production in April 2005
• 13-year estimated minelife
• Open pit mining
• Ore treatment is flexible to allow for variation in
ore type:
• Sulphide milling circuit with annual thoughput
capacity of over 12 million tonnes
• Electrowinning facility with annual capacity of
140,000 tonnes of copper cathode
• High pressure leach facility
• Carbon-in-leach gold facility

• Employs approximately 1,376 workers
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• Overall development
approximately
50% complete

• Advance develop-
ment towards
start-up in Q3 2010

• Finalize long-term
project financing

Kolwezi
copper-cobalt
project

• Located near the city of Rovaniemi in northern
Finland

• Acquired the project for
approximately
$280 million

• Began program of
delineation drilling to
follow up on results from
electromagnetic imaging

• Continued mining and
environmental permitting
process

• Constructed access road
and bridges to mine site

• Complete delinea-
tion drilling
program and
various permitting
processes

• Develop detailed
conceptual design
and capital cost
estimate

• Refine development
schedule and
construction
requirements

• Evaluate financing
alternatives

Kevitsa
nickel-copper
project

• Located near the city of Kolwezi in the Katanga
province in the Democratic Republic of Congo

• Plant will process the tailings from prior operations
that are located at surface

• Tailings comprise a resource of 112.8 million tonnes
of mineralization at an average grade of
1.49% copper and 0.32% cobalt

• Total capital budget of $593 million
• Plant expected to begin operations in Q3 2010
• Initial annual capacity of 35,000 tonnes of copper
and 7,000 tonnes of cobalt contained in hydroxide

• Designed and constructed to double capacity

PROJECTS DETAILS 2008 HIGHLIGHTS 2009 TARGETS

• Located in the Katanga province of the Democratic
Republic of Congo

• Evaluate the mining conditions for extracting
the significant underground resource and processing
options

Lonshi
underground
option

• Located near the town of Mkushi in Zambia
• Evaluate development option

Fishtie
copper project

• Located near the city of Ndola in Zambia
• Processed oxide ore from the Lonshi open pit mine
• Operations suspended in October 2008 after all
known sources of economically viable oxide copper
ore within Zambia were exhausted

Bwana Mkubwa
SX/EW facility

OTHER PROJECTS DETAILS

First Quantum Minerals Ltd.



KEY FEATURES Q4 2008 Q4 2007 FY 2008 FY 2007

Production – copper t Cu 95,635 72,746 334,415 226,693
Sales t Cu 97,280 73,322 334,787 223,907
Net sales USD M 12.4 443.3 1,740.4 1,539.2
Operating (loss) profit USD M (296.1) 249.0 743.5 913.7
Net (loss) profit before impairment charge USD M (237.4) 135.3 300.1 520.3
Net (loss) profit after impairment charge USD M (491.6) 135.3 45.9 520.3
(Loss) earnings per share before impairment charge USD (3.47) 2.00 4.40 7.72
(Loss) earnings per share after impairment charge USD (7.19) 2.00 0.67 7.72

Unless otherwise indicated, all comparisons of performance throughout this report are to the comparative periods for 2007.

• Q4 results negatively affected by the world economic crisis and significant decline in the price of copper, which led to:
• an impairment charge of $254.2 million to investments;
• negative provisional pricing adjustment of $212.7 million; and
• net realizable value (“NRV”) adjustment of $41.9 million and $10.7 million on Bwana/Lonshi and Kansanshi
inventories, respectively

• Q4 copper production rose 31% to record levels on the back of Frontier’s operations and Kansanshi’s expansions
• Cash inflows after working capital movements rose 43% for the full year; quarter impacted by negative provisional
pricing adjustments

• Implemented wide ranging productivity improvements and cost saving initiatives
• Closing cash position at similar levels to prior year
• Constructive discussions continued in relation to the Kolwezi revisitation process

CURRENT MARKET OVERVIEW

The global economic environment weakened considerably during Q4 resulting in a significant decline in base metal
prices. These market conditions have inevitably had an impact on the overall financial position of the Company.
However, the Company’s financial position remains strong due to its relatively low-cost operating mines and its ability
to access financing.

The Company does not expect there to be any impact on its ability to meet its targeted production levels and the
development of the Kolwezi project continues during this current economic downturn, albeit at a reduced rate.

NEAR TERM OUTLOOK

• Forecast production for 2009 is 380,000 tonnes of copper and 240,000 ounces of gold
• Significant cost reductions now flowing from operational enhancements, cost saving initiatives, declining process input
costs and a strengthening US dollar – average C1 costs for 2009 targeted to be $0.80 per pound

• Renewal of the $250 million corporate revolving loan facility completed in January 2009

2008 Annual ReportPage 10

M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S

Fourth Quarter and Year Ended December 31, 2008 (expressed in U.S. dollars)
March 6, 2009

For further information on First Quantum Minerals Ltd. (the “Company”), reference should be made to its public filings (including its most recently filed AIF) which
are available on SEDAR at www.sedar.com. Information is also available on the Company’s website at www.first-quantum.com. Information on risks associated
with investing in the Company’s securities and technical and scientific information under National Instrument 43-101 concerning the Company’s material properties,
including information about mineral resources and reserves, are contained in the Company’s most recently filed AIF. This interim information is prepared in accordance
with Canadian GAAP and denominated in United States dollars, unless otherwise noted.



• Subsequent to year end the Company initiated a short-term hedging program, currently consisting of 72,500 tonnes
of copper hedges for the five-month period ending July 2009, to provide protection against the possibility of further
deterioration in the copper price

• Positive provisional pricing adjustment of approximately $36.4 million recognized to date in Q1 2009 due to the final
settlement of 71,343 tonnes of the total of 79,293 tonnes of copper provisionally priced at the end of Q4

• Zambian 2009 Budget released, which included the abolition of the windfall tax and other changes

LONGER TERM OUTLOOK

• Kolwezi project construction continues; the commercial start-up date has been extended to Q3 2010
• Decision on Kevitsa development in Finland deferred pending detailed engineering review and capital costing, and
further delineation

Q4 2008 OPERATING RESULTS

Q4 2008 Q4 2007 Q4 2006

USD M USD M USD M
Net sales (after provisional pricing and realization charges)
Kansanshi – copper 81.2 305.2 131.0

– gold 10.1 10.2 2.8
Frontier – copper (73.9) 16.1 –
Guelb Moghrein – copper (13.0) 55.3 5.6

– gold 11.1 19.3 1.6
Bwana/Lonshi – copper (3.1) 37.1 75.4

– acid – 0.1 –
Net sales 12.4 443.3 216.4
Copper provisional pricing adjustment included above (212.7) (34.7) (31.7)

USD M USD M USD M
Operating (loss) profit
Kansanshi (56.2) 194.7 80.9
Frontier (137.1) 9.9 –
Guelb Moghrein (27.9) 44.4 2.3
Bwana/Lonshi (22.3) – 28.6
Operating (loss) profit before inventory NRV adjustments (243.5) 249.0 111.8
Inventory NRV adjustments (52.6) – –
Operating (loss) profit (296.1) 249.0 111.8

USD/lb USD/lb USD/lb
Copper selling price
Current period sales 1.35 2.97 2.89
Prior period provisional pricing adjustment (0.99) (0.21) (0.35)
Treatment charges/refining charges (“TC/RC”) and freight parity charges (0.40) (0.20) (0.22)
Realized copper price (0.04) 2.56 2.32

USD/lb USD/lb USD/lb
Unit costs
Cash costs (C1) 1.26 0.98 1.14
Total costs (C3) 1.50 1.19 1.38

First Quantum Minerals Ltd.
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Group operating profit significantly affected by decline in copper price
The effects of the global economic crisis and consequential significant reduction in the demand for copper resulted in
the London Metal Exchange (“LME”) copper price declining by 54% from $2.90 per pound at the end of Q3 to $1.32 per
pound at the end of Q4. This significantly affected group operating profit. In addition, a large negative provisional pricing
adjustment was recognized on outstanding prior periods copper sales. The realized copper price for Q4 sales included a
negative adjustment of $0.11 per pound related to an incorrect classification of Frontier concentrates at the end of Q3
(refer provisional pricing commentary on page 14 below), plus approximately 82% of Q4 copper sales were priced at the
average December 31, 2008 forward price of $1.33 per pound.

Copper sales volumes, however, increased 33% to 97,280 tonnes compared to Q4 2007, which was the result of increased
production output. The increase in production was driven by Frontier, which accounted for 71% of this increase, with
Kansanshi contributing the majority of the balance. Frontier achieved commercial production during Q4 2007 and has
since continued to ramp up production, while Kansanshi has increased its production capacity through expansions and
upgrades. Production costs were negatively impacted by a lower gold credit, higher TC/RC and freight parity charges,
inventory adjustments and export levies.

Kansanshi production increases due to commissioning of sulphide circuit expansion; results negatively
impacted by lower copper price and global cost pressures
The lower copper price resulted in approximately $70 million in negative provisional pricing adjustments at Kansanshi,
which resulted in an operating loss for the quarter.

Copper production increased 22% to 62,014 tonnes as the sulphide circuit expansion began commissioning during
Q2 and continued to ramp up to design throughput in Q4. This expansion allows for an annual throughput in excess
of 12 million tonnes of ore and resulted in a 61% increase in sulphide ore throughput over Q4 2007 and a 47% increase
in copper in concentrate production. Ore grades processed in both the oxide and sulphide circuits remained relatively
consistent with the comparative quarter.

Tolled copper production decreased from the Mufulira smelter by 33% from Q4 2007 and by 20% from Q3 2008 due to
expected smelter capacity constraints. Kansanshi’s high pressure leach system (“HPL”) has made steady improvements
since commencing operations in late 2007. Various exotic pump materials, which were necessary to increase the HPL’s
performance, were received and installed resulting in an increase in the availability of the HPL. The HPL contributed
approximately 4,200 tonnes of copper in concentrate to cathode production this quarter. This was a 117% increase over
Q4 2007 and a 61% increase over the previous quarter. With the significant increase in copper in concentrate production
and a lack of available smelter capacity, approximately 21,300 tonnes of copper in concentrate were sold without any
further processing.

Kansanshi’s average cash unit cost of production (C1) increased 46% over Q4 2007 to $1.24 per pound as ore and
processing costs were higher because of increases in costs for oil-based consumables, sulphur, TC/RC and freight parity
charges. In addition, a writedown of $10.7 million in low-recovery and low-grade ore stockpiles to NRV was taken
during the quarter. The high global prices for oil and sulphur experienced throughout most of the year continued to
negatively impact all areas of production during the quarter. However, declining prices for many process inputs and
the Company’s efforts to reduce costs began to have a positive impact as the average cash cost of production (C1) was
11% lower than the $1.40 per pound in Q3 2008 after adjusting for the inventory writedown. TC/RC and freight parity
charges were 67% higher than Q4 2007 due to a 168% increase in the amount of copper in concentrate sold, without
any further processing, as a result of constrained capacity at the Mufulira smelter. The Company’s plan of more efficient
mining practices, including less waste stripping, coupled with declining oil prices, lower demand for sulphur and declining
exchange rates against the US dollar contributed to the cost reductions and are expected to continue to reduce costs
throughout 2009.
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Kansanshi’s total average unit cost of production (C3) was negatively impacted by the new Zambian tax regime, specifically
for the export levy and royalties during Q4. These taxes resulted in an approximate $0.10 per pound increase to the
average C3 cost. The receivable recognized for the recovery of these taxes was not included in C costs.

Frontier operating profit significantly impacted by lower copper price and negative provisional
pricing adjustment
The lower copper price and changes to the quotational periods of some prior period copper sales resulted in approximately
$114 million in negative provisional pricing adjustments.

Frontier achieved its highest quarterly copper production output to date with 33% greater production compared to the
Q3 2008 level of 24,917 tonnes. This was achieved due to a 32% increase in ore throughput over the prior quarter as
the mine continued to ramp up production since achieving commercial production in Q4 2007. Mining production was
slightly lower than Q3 due to the onset of the rainy season.

Frontier’s average cash unit cost of production (C1) remained consistent with the prior quarter at $1.53 per pound. Ore
and processing costs decreased by 8% as the benefits of the declining price of oil and the related oil-based consumables
were partially offset by the higher costs of production associated with the wet season. Freight parity charges also
increased over Q3 due to the change in the mix of sales offshore. The total average unit cost of production (C3) was
12% lower than Q3 at $1.67 per pound as Frontier incurred lower royalties and export levies, which are both related
to the copper price.

The copper in concentrate stockpile was reduced by a further 3,800 tonnes during Q4 resulting in only approximately
100 tonnes remaining in stockpile at year end.

Guelb Moghrein negatively impacted by copper price and increased costs
Guelb Moghrein recognized $28.1 million in negative provisional pricing adjustments in Q4, which resulted in an
operating loss for the quarter. The lower copper price and lower volume of gold sold resulted in the decrease in Guelb
Moghrein’s operating profit compared with Q4 2007.

Copper production increased by 14% to 8,177 tonnes due to the increase in ore throughput and better recoveries. Guelb
Moghrein’s ore and processing costs were 13% higher due to the processing of lower grade ore combined with higher
fuel and oil-based consumable costs, labour costs and an increase in equipment repairs and maintenance. This, combined
with a 51% decrease in the gold credit due to fewer ounces sold, resulted in an increase in the C1 cost to $0.96 per
pound from the Q4 2007 level of $0.37 per pound.

Bwana /Lonshi costs related to suspension of operations
Mining operations at the Lonshi open pit mine were completed in Q3 and the ore stockpiles remain in the République
démocratique du Congo (“RDC”) as a result of the continuing closure of the RDC border since November 2007. The solvent
extraction/electrowinning (“SX/EW”) facility at Bwana produced approximately 500 tonnes of copper cathode from
some remaining low grade ore before the Company suspended processing operations and placed the copper plant on
care and maintenance until the Lonshi ore is available or alternative feed sources are obtained.

Inventory NRV adjustments at Bwana /Lonshi
With the suspension of operations at Bwana/Lonshi and the continuing closure of the RDC border to ore exports,
the Company recorded in Q4 a NRV adjustment on the ore stockpile and the stores and consumables inventory of
$41.9 million.
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Provisional pricing adjustment negative following decrease in copper price during final settlement periods
Under the industry standard for the structure of copper sales agreements, virtually all of the Company’s concentrate sales
and some of its cathode sales are provisionally priced based on the prevailing LME cash price in the shipment month.
The provisional prices paid are then finalized based on a contractually specified future month’s average quoted LME
official price. The sales that are subject to final pricing are often settled in a subsequent quarter.

As a significant portion of the Company’s concentrate and cathode sales at any quarter end remain subject to final
pricing, the quarter end forward price is a major determinant of recorded revenues and the average copper price for
that period.

At September 30, 2008, 62,931 tonnes of copper were provisionally priced at $3.08 per pound ($6,797 per tonne). These
amounts differ from those previously reported as approximately 16,000 tonnes of copper in concentrate from Frontier
were incorrectly classified as settled during Q3, but in fact remained provisionally priced at the time.

The average price of provisionally priced sales that were finalized during Q4 or were still provisionally priced at the
end of Q4 averaged $1.55 per pound ($3,417 per tonne). The resulting total adjustment to the Q3 copper sales due to
provisional pricing decreased consolidated revenues by $212.7 million.

At December 31, 2008, 79,293 tonnes of copper were provisionally priced at $1.33 per pound ($2,932 per tonne) and
subject to final pricing over the period January to June 2009. Refer below to the ‘Outlook’ section for further discussion.

Q4 2008 NET PROFIT

Q4 2008 Q4 2007 Q4 2006

USD M USD M USD M

Operating (loss) profit (296.1) 249.0 111.8
Corporate costs and other expenses/income (14.3) (10.9) (7.9)
Derivative losses, net (0.1) (5.0) 1.0
Exploration (9.1) (10.1) (6.7)
Interest, net (7.7) (5.4) (10.7)
Tax recovery (expense) 61.2 (46.8) (15.4)
Minority interests 28.7 (35.5) (11.2)
Net (loss) profit before impairment charges (237.4) 135.3 60.9
Impairment charge on investments (254.2) – –
Net (loss) profit after impairment charges (491.6) 135.3 60.9
(Loss) earnings per share before impairment charges
– basic (USD per share) (3.47) 2.00 0.93
– diluted (USD per share) (3.47) 1.97 0.91

(Loss) earnings per shares after impairment charges
– basic (USD per share) (7.19) 2.00 0.93
– diluted (USD per share) (7.19) 1.97 0.91

Weighted average shares outstanding
– basic (number of shares – millions) 68.4 67.7 67.3
– diluted (number of shares – millions) 68.4 68.6 68.7
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Other expenses negatively impacted by foreign exchange loss
The Company is exposed to fluctuations on certain currencies in which cash deposits are held, such as the Australian
dollar, the Canadian dollar (“CA”), and the Zambian kwacha. These currencies were subject to significant depreciation
against the US dollar during the quarter resulting in a $6.9 million foreign exchange loss.

Exploration costs focussed on Lonshi underground
The Lonshi underground mining evaluation project, which began earlier in the year to assess the conditions and viability
of extracting sulphide ores, continued into Q4. The exploration costs in Q4 2007 were related to targeting new ore
bodies suitable to feed the Bwana processing facility.

Income tax recovery result of operating loss
Income tax recoveries were recorded in relation to the operating losses at Kansanshi and Frontier. There was no income
tax recovery related to the operating loss at Bwana/Lonshi due to the suspension of operations and the uncertainty
related to recovering tax losses in the future.

Following the confirmation in the 2009 Zambian Budget of the retention of the variable profit tax (“VPT”) introduced
in 2008, the Company has reviewed the value recognized in its accounts for deferred income tax liabilities. The impact
of VPT is estimated to result in a rise in the future effective tax rate from the 30% base rate for mining companies in
Zambia to 41%, which has required a charge to Q4 2008 profit of $43.3 million. Accordingly, the Company recorded
a future recovery on this VPT under its Development Agreements and offset this against the income tax charge in net
earnings as it maintains that these taxes are in excess of those permitted under its Development Agreements.

Minority interests recovery due to operating losses at Kansanshi, Frontier and Guelb Moghrein
The recovery of minority interests was due to the operating losses at Kansanshi, Frontier and Guelb Moghrein. Kansanshi
and Guelb Moghrein are both subject to a 20% minority interest and Frontier is subject to a 5% minority interest.

Impairment review
Following the end of the 2008 year, the Company conducted a review of the carrying values of its assets under
Canadian GAAP.

The Company prepared cash flow forecasts for each operating mine and development project using price assumptions
reflecting prevailing commodity prices and analysts’ consensus forecasts, current life-of-mine plans and forecast
operating cost profiles. The long-term price assumptions used were $1.75 per pound of copper, $7.32 per pound of
nickel and $12.50 per pound of cobalt. No impairment was identified for any of the Company’s mines or projects.

The review of carrying values for investments was based on current market prices for listed investments and other data
for unlisted investments. For listed investments, an impairment writedown of $254.2 million to reflect recent market
trading prices was identified. This adjustment was recorded in the Q4 accounts partly as a transfer from comprehensive
loss to net earnings.
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Q4 2008 CASH FLOWS

Q4 2008 Q4 2007 Q4 2006

USD M USD M USD M

Cash (outflows) inflows from operating activities
– before working capital (147.8) 220.8 70.6
– after working capital 43.4 224.1 129.3

Cash (outflows) inflows from financing activities (7.3) 50.6 53.1
Cash outflows from investing activities (146.5) (297.3) (122.8)
Net cash (outflows) inflows (110.4) (22.6) 59.6
Cash (outflows) inflows per share
– before working capital (USD per share) (2.16) 3.26 1.05
– after working capital (USD per share) 0.64 3.29 1.92

Cash flows from operating activities down due to net loss
Operating cash outflows before working capital movements were driven by the net loss for the quarter. The total
outflow was lower than the loss due to the effect of non-cash charges such as depreciation and inventory and
investment writedowns.

Operating cash flows after working capital movements for Q4 were positive, due to a drawdown in accounts receivable
of $245.2 million. This was due mainly to the negative provisional pricing adjustments being partially offset by final
amounts owed by offtakers, which reduced the impact on the Company’s cash. Current income taxes payable decreased
by $90.6 million on account of the operating loss and the consequent tax recoveries.

Cash outflows from financing activities due to debt facility payments
Financing activities included repayments on debt facilities of $7.3 million, comprising $4.6 million on the Kansanshi
subordinated debt facility and $2.7 million on the Kansanshi project completion facility. The comparative quarter of 2007
included a debt drawdown of $50.0 million under the corporate revolving credit and term loan facility.

Cash outflows from investing activities driven by continued capital investment
Capital expenditure on mining equipment at various sites and expansion activities at Guelb Moghrein accounted for
$56.9 million, while $52.0 million was spent on the Kolwezi development project. Capital expenditure continued at
Guelb Moghrein on the gold plant and the copper plant expansion project. In addition, $40.4 million was classified to
restricted cash to provide for the next corporate revolving credit and term loan facility payment. The comparative
quarter of 2007 included the purchase of $194.3 million in listed security investments.
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FY 2008 OPERATING RESULTS

FY 2008 FY 2007 FY 2006

USD M USD M USD M

Net sales (after provisional pricing and realization charges)
Kansanshi – copper 1,180.4 1,102.7 727.2

– gold 44.1 26.0 18.5
Frontier – copper 287.8 16.1 –
Guelb Moghrein – copper 137.7 183.4 5.6

– gold 53.4 44.1 1.6
Bwana/Lonshi – copper 35.4 166.5 341.2

– acid 1.6 0.4 0.4
Net sales 1,740.4 1,539.2 1,094.5
Copper provisional pricing adjustment included above 44.5 (9.7) 30.9

USD M USD M USD M

Operating profit
Kansanshi 674.9 740.7 541.4
Frontier 86.9 14.0 206.1
Guelb Moghrein 91.9 149.1 2.3
Bwana/Lonshi (49.7) 9.9 –
Operating profit before inventory NRV adjustments 804.0 913.7 749.8
Inventory NRV adjustments (60.5) – –
Total operating profit 743.5 913.7 749.8

USD/lb USD/lb USD/lb

Copper selling price
Current period sales 2.50 3.16 3.04
Prior period provisional pricing adjustment 0.06 (0.02) 0.08
TC/RC and freight parity charges (0.34) (0.17) (0.30)
Realized copper price 2.22 2.97 2.82

USD/lb USD/lb USD/lb

Unit costs
Cash costs (C1) 1.23 1.04 0.93
Total costs (C3) 1.67 1.27 1.15

Group operating profit decrease due to global economic downturn
Group operating profit decreased 19% as the copper price declined over 65% over the second half of the year as global
economic conditions deteriorated rapidly. Sales volume increased 50% roughly in line with the increase in production.
Two thirds of this increased production was contributed by Frontier, which achieved commercial production in late
2007, while Kansanshi and Guelb Moghrein increased their production by 31% and 15% respectively. Of this combined
production, copper in concentrate output increased by 105%, which was subject to higher TC/RC and freight parity
charges due principally to the requirement to export untreated concentrates.

Inflationary cost increases related to the price of oil and other commodities and the higher TC/RC and freight parity
charges resulted in an 18% higher average cash unit cost of production (C1) compared to 2007. The year average
global crude oil prices were over 35% higher than 2007 and sulphur prices skyrocketed on heavy global demand.
The combination of the lower average copper price, higher C1 costs and NRV inventory adjustments of $60.5 million
resulted in the lower operating profit.
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Kansanshi benefits from capital investment in expansion upgrades
Kansanshi copper production increased to 215,314 tonnes as a result of the capital investments in expanding Kansanshi’s
facilities during 2007 and 2008. The increased production led to a 27% increase in sales volumes to 207,701 tonnes.
Investment in additional mining equipment throughout 2007 allowed increased mine production and processing facility
upgrades and expansions resulted in a 28% increase in ore throughput over 2007 to over 15 million tonnes.

Tolled cathode production, of approximately 45,100 tonnes from the Mufulira smelter, decreased by 6% due to limited
processing capacity. However, the HPL contributed approximately 11,200 tonnes of copper in concentrate to cathode
production, which was a 245% increase over 2007, as significant improvements were made throughout the year to
increase the availability of the HPL. With the significantly increased concentrate production and smelter capacity
constraints at the Mufulira smelter, Kansanshi sold approximately 50,500 tonnes of copper in concentrate without
further processing and stockpiled an additional 6,000 tonnes of copper in concentrate over the course of the year.

Higher prices for fuel, oil-based consumables, sulphur and wages increased the average unit cash cost of production (C1)
by 29% to $1.16 per pound. TC/RC and freight parity charges also contributed to the higher C1 costs due to the increase
in concentrate production. The Zambian tax changes that became effective in Q2 contributed to the 57% increase in the
average total unit cost of production (C3) to $1.63 per pound.

Frontier production achieves design levels; becomes second biggest contributor to the group’s
copper production
Frontier’s operations ramped up to design levels after achieving commercial production in Q4 2007 and contributed
80,177 tonnes of copper in concentrate to the Company’s output.

Mining and copper production were impacted by Frontier’s first wet season during the early part of the year as the heavy
rains hampered mining activities leading to low quality ore being available for processing. As the wet season ended,
higher grade was accessed which led to increased concentrate production during the latter part of the year. Frontier
copper production represented 24% of the Company’s total output.

Throughout the year, Frontier’s average unit cash cost of production (C1) of $1.52 per pound was negatively impacted
by higher than planned ore and processing costs, due to high oil prices and pit accessibility issues related to the mine
plan. In addition, TC/RC and freight parity costs were higher than planned due to the lack of available processing
capacity at the Mufulira smelter and the need to export all of Frontier’s concentrate production. However, lower oil
prices and changes to the existing mine plan in Q4 began to reduce costs in December. These costs reductions are
expected to continue.

Guelb Moghrein increases production
Guelb Moghrein’s copper in concentrate production was 15% higher at 33,073 tonnes on increased ore throughput.
The average unit cash cost of production (C1) of $0.70 per pound was 8% higher than 2007 due to higher prices for
process inputs; however the average total unit cost of production (C3) was 9% lower at $1.05 per pound due to higher
interest costs in 2007.

Bwana /Lonshi operation suspended
The open pit mining operations at the Lonshi mine were completed in August with the ore stockpiles remaining in the
RDC. In October, the SX/EW operation at Bwana Mkubwa was suspended due to a lack of economically viable ore
available for processing.

Bwana/Lonshi’s operating results for the year were generated from the processing of low grade ore purchased from third
parties, less related shutdown costs.
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FY 2008 NET PROFIT

FY 2008 FY 2007 FY 2006

USD M USD M USD M

Operating profit 743.5 913.7 749.8
Corporate costs and other expenses/income (39.8) (32.1) (25.4)
Derivative losses, net (6.1) (8.7) (58.2)
Exploration (28.5) (20.3) (18.9)
Interest, net (23.9) (18.1) (23.9)
Tax expense (247.2) (182.8) (161.1)
Minority interests (97.9) (131.4) (62.9)
Net profit before impairment charge 300.1 520.3 399.4
Impairment charge on investments (254.2) – –
Net profit after impairment charge 45.9 520.3 399.4
Earnings per share before impairment charge
– basic (USD per share) 4.41 7.72 6.14
– diluted (USD per share) 4.36 7.62 6.01

Earnings per share after impairment charge
– basic (USD per share) 0.67 7.72 6.14
– diluted (USD per share) 0.67 7.62 6.01

Weighted average shares outstanding
– basic (number of shares – millions) 68.2 67.4 65.1
– diluted (number of shares – millions) 68.9 68.3 66.4

Net profit decreases on lower operating profit and higher tax expense
Net profit and basic earnings per share were both 91% lower than 2007 on account of the global economic crisis and the
Zambian mining tax changes introduced in Q2 2008.

Corporate costs increase on foreign exchange losses related to the strengthening of the US dollar
The strengthening of the US dollar against other currencies resulted in an $8.1 million foreign exchange loss, of which
$6.9 million was recognized in Q4.

Exploration costs increase with Lonshi underground evaluation and exploration in Mauritania
The Company’s increase in exploration costs was substantially due to the evaluation of underground mining at Lonshi
and exploring new opportunities in Mauritania.

Interest expense up on higher outstanding debt balance
The increased interest expense on the Company’s higher long-term debt level during the year was offset to some extent
by lower market interest rates.

Income tax expense higher on tax rate changes
Due to the increase in the Zambian income tax rate referred to previously and an increase in the proportion of income
subject to the higher 30% statutory tax rate in RDC, tax expense was higher than the comparative year.
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FY 2008 CASH FLOWS

FY 2008 FY 2007 FY 2006

USD M USD M USD M

Cash inflows from operating activities
– before working capital 637.3 771.8 564.2
– after working capital 765.4 540.8 474.0

Cash (outflows) inflows from financing activities (29.8) 20.0 13.4
Cash outflows from investing activities (759.4) (610.3) (320.8)
Net cash (outflows) inflows (23.8) (49.5) 166.6
Cash inflows per share
– before working capital (USD per share) 9.36 11.45 8.67
– after working capital (USD per share) 11.25 8.01 7.29

Increase in cash inflows from operating activities despite economic downturn in Q4
The operating cash flows after working capital movements were higher due tomore effective working capital management.
This included better utilization of payment terms with suppliers and timing of the payment of taxes and a reduction of
accounts receivable related to the decrease in the copper price and its effect on the provisional payments made by
offtakers. At the end of 2007, there was a significant balance in accounts receivable which was reversed during 2008.

Cash outflows from financing activities steady
The cash outflows from financing activities included dividend payments of $53.0 million for the year, which were
partially offset by net debt facility drawdowns of $18.2 million. In 2007, net drawdowns were higher at $69.3 million.

Cash outflows from investing activities increase on acquisition of Scandinavian Minerals Limited (“SML”)
and project expenditure
The acquisition of SML during Q2 at a net cash cost of $214.3 million and a 44% increase in capital expenditure to
$460.3 million resulted in the significant increase in investing cash outflows compared to 2007. In 2007, there were
$283.2 million in investment purchases compared to $90.4 million in 2008.

Q4 2008 BALANCE SHEET

YE 2008 YE 2007 YE 2006

USD M USD M USD M

Cash (including restricted cash) 216.5 222.5 264.5
Property, plant and equipment 1,996.3 1,308.4 1,068.1
Total assets 3,004.5 2,682.7 1,719.7
Long-term debt 385.7 361.2 294.9
Total liabilities 1,603.9 1,096.7 799.9
Shareholders’ equity 1,400.6 1,586.0 919.8
Net working capital (including non-current inventory but excluding cash and debt) 69.5 308.5 106.0
Net debt to net debt plus equity (%) 11% 8% 5%
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Group assets rise on positive cash flows, acquisition of SML and continued capital investment
The Company’s positive operating cash flow was utilized to acquire SML, which holds the Kevitsa nickel-copper-PGE
project in Finland, and to continue with other capital projects, expansions and investments.

Net working capital decreased primarily due to a reduction in accounts receivable related to the decline in the copper
price, and an increase in accounts payable and income taxes payable, including the Zambian windfall tax payable.
Net working capital fell from the end of Q3 by $223.4 million as a result of the sharp fall in the copper price and its
relation to the provisionally priced receivables and better utilization of credit terms which resulted in an increase in
accounts payable.

Overall, inventory increased by $52.6 million from December 31, 2007. This increase included $10.1 million of ore
stockpile and $38.0 million of consumable stores inventory. In addition, the Company reduced the copper in concentrate
stockpile by approximately 1,900 tonnes since the previous year end resulting in approximately 16,400 tonnes of contained
copper in concentrate at year end. The majority of this copper in concentrate was Kansanshi’s with approximately
11,600 tonnes stockpiled at the Mufulira smelter awaiting further treatment.

The total investment in marketable securities at cost amounted to $398.6 million. With the current economic conditions
and the negative impact to the equities market, the Company recognized an impairment loss of $254.2 million in Q4 to
reduce the investments to a fair value of $144.4 million. The accumulated other comprehensive income recognized in
2007 relating to these investments was reversed.

Property, plant and equipment balances increased by $687.9 million, net of depreciation, with $105.0 million of this
increase in Q4. In addition to the acquisition of SML in Q2, the increase was due to continued capital expansions at
Kansanshi, the Kolwezi development project and expansions at Guelb Moghrein.

Group liabilities increase on accounts payable, future tax adjustments, and minority interests
Accounts payable increased by $228.2 million due to the increase in purchases, windfall taxes and capital expenditure,
and the timing of payments. The future tax liability increased due to new Zambian taxes and the acquisition of SML.
Minority interests were higher on positive operating results at Kansanshi and Guelb Moghrein.

Shareholders’ equity decreases on significant decline in the fair value of investments
Shareholders’ equity decreased due to the decline in the fair value of the Company’s marketable security investments.
In addition, dividends of $53.0 million were paid during the year.

As at the date of this report the Company has 68,750,911 shares outstanding.

FINANCIAL POSITION AND LIQUIDITY

The Company’s cash position was approximately $207 million at February 28, 2009.

The Company expects to generate sufficient cash flow from operations to cover any liquidity requirements within the
next 12 months. Consensus analysts’ forecasts currently indicate average copper prices for 2009 of $1.60 per pound. On
this basis and taking into account the Company’s 2009 targeted average C1 cost of production of $0.80 per pound and
production targets of 380,000 tonnes of copper and 240,000 ounces of gold, the Company expects to generate positive
operating cash flows sufficient to cover all commitments, financing obligations and capital expenditures over the next
12 months.
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The Company has taken additional steps to deal with the current volatility surrounding the copper price, which included
the finalization of approximately 71,000 tonnes of the outstanding year end provisionally priced copper sales, and hedged
83,500 tonnes of copper production between January and July 2009. At the end of February 2009 the Company had
settled or arranged extended settlement of all outstanding December 2008 provisional pricing exposure and had remaining
hedges over 72,500 tonnes.

In addition to generating operating cash flows, the Company expects to have available additional funding sources.
The Company renewed the $250 million corporate revolving loan facility in January 2009. The renewed facility matures
in January 2010, bears interest at LIBOR plus 4.5% and is available for corporate purposes. This loan is secured by a first
ranking mortgage over investments owned by the Company, including the Kevitsa project. As at December 31, 2008, the
original facility was drawn to $50 million. In January 2009 this amount was repaid and $150 million was drawn under
the renewed facility. $100 million of this facility remains undrawn.

Upon completion of the revisitation process, the Company intends to finalize long-term project financing for the
development of the Kolwezi project in accordance with the provisions of the amended Contrat D’Association. The project
debt, when available, will be used to repay the funding provided by the contributing equity partners to date. The balance
of funding will be provided by way of subordinated shareholder loans. A syndicate of commercial and development
banks were mandated in early 2008 to provide a $450 million facility for the development of the project. These banks
have recently reaffirmed that, subject to a satisfactory outcome to the revisitation process being conducted in the RDC,
they are prepared to provide the financing subject to completion of documentation and standard conditions precedent
for a facility of this nature.

In addition, the Company is entitled to a pro-rata reimbursement of capital costs incurred to date from the other
contributing partners in the Kolwezi project upon declaration of financial close as defined in the Contrat D’Association
or those contributing partners will be required to dilute their ownership interests.

The Company does not expect to be subject to liquidity risk and believes that it is well positioned to meet all of its
near-term obligations as they become due.

Contractual obligations at December 31, 2008

Less than 1 – 2 2 – 3 3 – 4 4 – 5
Total 1 year years years years years Thereafter

USD M USD M USD M USD M USD M USD M USD M

Term debt 390.6 141.6 91.8 136.0 5.3 5.3 10.6
Accounts payables 279.6 279.6 – – – – –
Deferred payments 6.9 5.2 0.5 0.4 0.4 0.4 –
Commitments 216.2 216.2 – – – – –
Asset retirement obligations 18.8 0.9 – – – – 17.9
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ZAMBIAN MINING TAX CHANGES

Background
As previously reported, the Government of the Republic of Zambia (“GRZ”) announced in January 2008 a number of
proposed changes to the tax regime in the country in relation to mining companies. These changes were passed by
parliament in late March and the majority of changes took effect from April 1, 2008.

The various taxes in the revised tax regime have been accounted for as follows:

• Windfall tax – treated as a non-deductible royalty expense (C3 cost);
• Variable tax – none recognized in these accounts as this tax does not apply when windfall tax applies, but it will be
recorded as an income tax expense if payable in the future;

• Concentrate export levy – treated as a deductible operating expense (C3 cost);
• Increased royalty – treated as a deductible royalty expense (C3 cost); and
• Change in timing of deduction of capital allowances and quarantine of hedging activities from operating results –
accounted for in the calculation of income tax expense.

The Company, through its Zambian subsidiaries, is party to Development Agreements with the GRZ for its existing
operations which provide an express right to full and fair compensation for any loss, damages or costs (including interest)
incurred by the Company by reason of the GRZ’s failure to comply with the tax stability guarantees set out in the
Development Agreements, and rights of international arbitration in the event of any dispute.

The Company obtained legal advice on its rights under the Development Agreements confirming that the Company has
rights of recovery for any taxes which are levied in excess of those permitted under those Development Agreements.
In the light of the detailed advice received, the Company assessed there to be a high probability of recovery from the
GRZ of certain payments made in respect of these taxes. Accordingly, the Company has recognized a receivable from
the GRZ for an amount in respect of the expected ultimate repayment of taxes in excess of the taxes permitted under the
Development Agreements. As required by the financial instruments standards, this receivable has initially been recorded
at fair value based on management’s best estimate of the timing of receipts and amounts due. At December 31, 2008 this
receivable amounted to $127.5 million and the recovery has been included in other operating income and not deducted
in calculating C costs.

The Company received letters from the Zambian Revenue Authority (“ZRA”) during July confirming that the Company
“will with immediate effect be required to pay windfall tax on a provisional basis at a flat rate of 25% at any price above
the first trigger price for both copper and cobalt”. This advice is inconsistent with the legislation referred to above which
provides for windfall tax rates of 50% above $3.00 per pound and 75% above $3.50 per pound. The letters go on further
to state that this “is an interim arrangement and, we expect at the end of the tax year, necessary adjustments will be
effected accordingly”. Because of this inconsistency with duly passed legislation, the purported capping of the windfall
tax rate has not been taken into account in the liability calculations for the financial statements. The Company’s accounts
reflect tax liabilities consistent with the legislation passed by parliament.

Update
The Company continued to record the full liability for these taxes in its Q4 accounts in accordance with the 2008
legislation, and has also recognized as a receivable an amount in respect of the excess taxes recoverable in accordance
with the Development Agreements.
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On January 30, 2009 the Minister of Finance of the GRZ handed down the 2009 budget. As expected there were positive
changes to the mining tax regime announced including:

• Abolition of the windfall tax;
• Increase in the capital allowance back to 100%; and
• Removal of the hedging activities quarantine.

The 2009 changes are intended to take effect on April 1, 2009.

There were, however, a number of changes implemented in 2008 that were retained, including the variable profit tax,
concentrate export levy, income tax at 30% and higher royalties, which the Company maintains are in excess of those
permitted under its Development Agreements and for which it has rights of recovery.

The Company is seeking to hold discussions with the GRZ to find an alternative solution to arbitration or litigation to
fully resolve these matters. The timing and outcome of these discussions are uncertain.

GROWTH ACTIVITIES

Capital expenditure
In 2009, the capital expenditure program is expected to total approximately $190 million in cash outflow and will
concentrate on committed capital projects – mainly the development of the Kolwezi project and the expansion of the
Guelb Moghrein mine, which will both be low cost producers when completed. The modified program will be financed
through operating cash flow and completion of the $450 million facility for the Kolwezi project, subject to a satisfactory
outcome of the revisitation process with the Government of the RDC.

Details of the 2009 program are as follows:

• Kolwezi planned capital expenditure of approximately $84 million;
• Guelb Moghrein production capacity expansion expenditure of approximately $60 million;
• Kansanshi capital expenditure aimed at improving efficiency and cost reduction estimated at approximately
$20 million;

• Kevitsa planned capital expenditure of $5 million;
• Sustaining capital and other minor capital projects at the various operations amounting to approximately $21 million.

Kolwezi development in RDC
The Board of Kingamyambo Musonoi Tailings SARL (“KMT”) (owned by the Company: 65%; La Générale Des
Carrières et Des Mines (“Gécamines”): 12.5%; Industrial Development Corporation of South Africa (“IDC”): 10%; the
International Finance Corporation (“IFC”): 7.5%; and the Government of the RDC: 5%) committed in November 2007
to proceed with the development of the Kolwezi tailings project (“Kolwezi”). First Quantum with support from the
contributing equity partners of KMT (IDC and IFC) will finance or procure third party debt project financing totalling
up to $593 million, representing the budgeted development costs of $553 million plus the incremental expansion costs
of $40 million. This satisfied the obligations of First Quantum, IDC and IFC under the Contrat D’Association to complete
feasibility studies, carry out an environmental impact assessment, and prepare an environmental management plan and
to obtain commitments with respect to the financing of the project.

Approximately $355 million of the project budget has been committed and approximately $185 million has been spent.
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At the end of Q4 2008 the overall project was 47% complete. The status of completion of various project components
was approximately as follows:

• engineering of copper plant – 98%;
• engineering of acid plant – 100%;
• manufacture of materials and equipment – 65%;
• overall construction – 34%;
• process plant earthworks – 96%;
• process plant concrete – 69%;
• erection of tankage – 49%;
• erection of buildings – 75%;
• structural steel erection – 24%; and
• pipe installation – 5%.

In light of the current economic conditions and decline in the copper price, KMT will reduce its monthly cash outflow
on the Kolwezi project and increase the expected length of the construction period. The project commissioning will
be rescheduled to commence in Q3 2010, roughly six months later than previously scheduled.

The forecasted capital cost is expected to be under the budget of $553 million at approximately $545 million.

The plant is expected to commence operations at 35,000 tonnes of copper cathode per year and 7,000 tonnes of cobalt
hydroxide per year. The plant is designed and constructed such that its capacity can be doubled for an incremental
capital cost of approximately $40 million. The mine life is expected to be 22 years at an annual production rate of
70,000 tonnes of copper cathode per year.

A study commenced on the development of a cobalt metal facility to augment the plant and this study is expected to be
completed in Q1 2009.

Kolwezi revisitation
During 2007, the Government of the RDC announced a review of over 60 mining agreements entered into over the last
decade with foreign companies. The Kolwezi mining convention was included in this review. The Company and its
contributing partners in the Kolwezi project, IDC and IFC have obtained legal advice that the Kolwezi mining convention
is valid and binding and that all terms have been complied with. The Kolwezi mining convention provides a dispute
resolution mechanism through international arbitration.

Over the past months, the Company and its contributing partners attended several meetings with Gécamines (the state-
owned mining agency of the RDC) and Government representatives on the review of the Kolwezi mining convention.
No agreement has been reached to date but the Company is encouraged that the process appears to be nearing
conclusion.

Kansanshi continues to improve HPL and sulphide circuit upgrade
Output from the HPL operations improved notably as material and equipment improvements took effect. Running both
autoclaves was achieved for the first time during the month of December 2008.

The 12 million tonne per annum sulphide expansion operated consistently at design rates, with improved metallurgical
performance across both old and new sulphide circuits obtained as consistency in operations improved. The planned
completion of additional cleaning capacity, in conjunction with the added capacity provided by in-circuit crushing for
the new mill circuit, due by end of Q1 2009, will further increase capacity, flexibility and efficiency.
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Capacity improvements in leaching and solvent extraction operations along with the added capacity provided by the
fourth electro-winning tank house, and refurbishment and other quality initiatives in existing tank houses, will lead to
efficiency and quality gains in electro-won copper output. Plating capacity will be improved further with the installation
of the second transformer, which was unavailable for initial commissioning, in the recently completed fourth tank house.

Guelb Moghrein plant expansion project underway
Construction of the gold recovery circuit was completed in December 2008 and commissioning is complete with
commercial production achieved in January 2009. The new carbon-in-leach tailings storage facility earthworks and
drainage and the liner installation on the first cell, were completed at the end of October 2008. Gold bullion was poured
in December and the first bullion shipment occurred in early February 2009.

Additional power generation requirements are being addressed with the Mirrlees No.5 commissioning partly completed
while waiting for some electrical circuit components; and the Mirrlees No.6 engine installation is well advanced with the
bed and crankshaft and the cylinder head in place. Pipe extrusion for the new saline pipeline from Bennichab is proceeding
with the pipeline due to be completed by the end of Q1 2009. Trenching work is now greater than 26 kilometres with
more than 14 kilometres of pipe laid, out of a total distance of 113 kilometres.

As part of the plant expansion project, the foundation civils works for the additional mill and flotation cells are advancing
as per the original schedule, as well as the earthworks on the new flotation tailings storage facility.

Additional mining fleet to cope with the plant expansion requirements is being commissioned. A new excavator and four
new 100-tonne trucks were already assembled on site and brought into operation in November 2008. A new drill rig was
commissioned in December 2008. Another excavator, two additional 100-tonne trucks and more ancillary equipment are
due to be commissioned in March 2009.

Scandinavian Minerals Limited acquisition
In June 2008, the Company acquired all of the outstanding common shares of SML for consideration of CA$9.00 in cash
plus 0.01 common shares of the Company for each SML common share. SML’s main asset was the 100% owned Kevitsa
nickel-copper-PGE project in northern Finland.

The Kevitsa project fits the Company’s strategy of acquiring projects to which it can apply its expertise in both
development and financing expertise and experience. The acquisition is also consistent with the Company’s goal of
diversifying its assets geographically.

The acquisition of SML has been accounted for as an asset purchase.

The total purchase cost was $277.6 million comprising:

USD M

Cash 255.4
Issuance of common shares 19.8
Transaction costs 2.4
Total 277.6

a) The Company issued 284,491 common shares at CA$71.28 per share for the acquisition of SML. The measurement
of the common share component of the consideration is based on the average share price of the Company’s common
shares immediately before and after the date of acquisition.

b) The cash paid to acquire SML, including transaction costs less the cash received, was $214.3 million.
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The preliminary allocation of the purchase price to the assets and liabilities acquired is as follows:

USD M

Assets
Cash 43.5
Restricted cash 23.6
Accounts receivable 0.2
Property, plant and equipment 14.7
Mineral property 268.5

Liabilities
Accounts payable and accrued liabilities (1.1)
Future income tax liability (71.8)
Net assets acquired 277.6

The decision on the timing of the development of the Kevitsa project has been deferred until later in 2009 and existing
contracts for the supply of equipment have been renegotiated or cancelled. Drilling and geophysics carried out during
2008 and continuing in 2009 have shown that the project has considerably more upside potential than was previously
thought and the resource is now being better defined.

A review of the carrying value of the Kevitsa project was carried out at the end of 2008 and no impairment was identified
under Canadian GAAP.

Exploration
After reviewing the group’s exploration program, management has curtailed activities in 2009 to focus on brownfield
expansion opportunities and the Kevitsa project. As a result, the budget for the 2009 program has been set at $10 million
and reflects:

• Reductions in key input costs (such as drilling, assays and consumables) that have been negotiated with contractors;
• Existing exploration targets now focused on high grade/high value mineralization with near-term production potential;
and

• Significant overhead reductions as a result of staff rationalization and redeployment. The three exploration groups in
the Copperbelt are being centralized into one team based in Lubumbashi.

Zambian/RDC projects have been scaled back to the high priority targets in the Pedicle District of the RDC around
Frontier and Lonshi. At Frontier, after recent success in drilling high grade sulphide mineralization immediately south of
Frontier, exploration will be limited to developing these resources and the massive sulphide style targets recently defined
in and around Kipushi.

In Mauritania, the Company now has its own RC drilling rig and sample preparation laboratory which boosts its exploration
capability and lowers costs. Exploration is now focused on delineating encouraging targets already identified.

In Finland, development drilling continues to extend the Kevitsa ore system. An updated resource model is expected to be
ready by Q3 2009. A recent review of geophysics and geology at Kevitsa has established good potential for Cu-Ni-PGE
massive sulphides and a drill rig is currently testing these targets.

While reducing overall exploration expenditure substantially, the Company is aware that some excellent opportunities
are now becoming available. Any opportunities considered worthwhile will be carefully assessed against First Quantum’s
existing prospects.
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OUTLOOK

Group copper production estimate for 2009 is 380,000 tonnes
The Company estimates production of approximately 380,000 tonnes of copper in 2009 as follows:

Expected
Target Target average

production production C1 cost
Cu tonnes Au ounces USD/lb

Kansanshi 244,000 140,000 0.80
Guelb Moghrein 38,000 100,000 0.50
Frontier 98,000 – 0.90
Total 380,000 240,000 0.80

During January and February 2009, total copper production was approximately 58,500 tonnes sourced as follows:

• Kansanshi – 40,800 tonnes;
• Frontier – 11,900 tonnes;
• Guelb Moghrein – 5,800 tonnes.

The Company sold approximately 44,800 tonnes of copper in the two months.

Following the company-wide review conducted in Q4 2008, the operating plans at each mine have been adjusted, supply
contracts renegotiated, supplier credit terms improved, working capital management tightened and some exploration and
capital expenditure delayed and deferred. These changes are being supplemented by other measures to optimize costs
rather than production. In addition, costs are benefiting from price reductions for key inputs, particularly diesel and sulphur
which declined significantly in Q4 2008. The full benefit of these cost reductions is expected to be realized in Q1 2009 and
continue throughout the year.

Kansanshi
The volume of material mined is being reduced by approximately 40% by increasing the cut-off grades for both oxide and
sulphide ores. This has significantly reduced both mining and processing unit costs. The recently installed 35,000 tonne
per year electrowinning tankhouse, the four million tonne per year concentrator expansion and the HPL facility are all
giving Kansanshi considerable processing flexibility. Gold production for 2009 is expected to total 140,000 ounces.

Guelb Moghrein
A program to upgrade the primary mining fleet has been established and is expected to be complete soon. The new fleet
will have fewer vehicles, be more fuel efficient and require less maintenance. Power is a significant cost element at Guelb
Moghrein and the power expense is being reduced by greater use of heavy fuel oil (“HFO”). The project for introducing
new and larger HFO power sets is expected to start installation in the next few months. The new sets should be more
reliable and by early 2010 the operation will be using HFO only. In addition, with the new gold scavenger circuit now
in operation, Guelb Moghrein is expected to increase its gold production significantly in 2009 to over 100,000 ounces
compared to approximately 60,000 ounces in 2008. The plant expansion to 3.8 million tonnes per year, which is expected
to start commissioning in Q3 2009, is also anticipated to result in economies of scale.

Frontier
Frontier’s average C1 cost is expected to decline to approximately $0.90 cents per pound in 2009. This is expected to be
achieved by optimizing grade and tonnage to minimize mining operating cost; improvement efficiency in the process
plant; utilize local smelters, thus reducing realization charges; and a redeployment of personnel.

2008 Annual ReportPage 28

M A N A G E M E N T ’ S D I S C U S S I O N A N D A N A LY S I S ( c o n t ’d )



Management estimates that Frontier’s C1 cost could fall further with increased availability of local smelting capacity
on competitive terms. Capacity availability will be determined by the production levels of other Zambian mines.

Medium term group production estimate
The Company forecasts its current operations will achieve the following average production levels over the years 2010
to 2013:

• Kansanshi – 250,000 tonnes of copper and 130,000 ounces of gold;
• Frontier – 103,000 tonnes of copper;
• Guelb Moghrein – 44,000 tonnes of copper and 130,000 ounces of gold.

The Kolwezi project is expected to begin production in the latter half of 2010 with expected production of approximately
9,000 tonnes of copper. The Company expects the average production levels over the years 2011 to 2013 for this project
to be approximately 70,000 tonnes of copper per year.

Hedging program
The Company believes that its reduced capital program is sustainable at current commodity prices given the cost-saving
measures initiated and falling input costs. However, the world economic outlook remains uncertain and volatile and
commodity prices could still materially deteriorate. TheCompany has therefore initiated the defensive strategy of hedging up
to 50% of targeted copper production for the seven-month period ended July 31, 2009 to protect against this downside risk.

The Company used a producer put and call option – a zero premium cost strategy so that a floor price at the put option
price is achieved and upside participation is capped at the call option strike level. The hedged price is between the put
and call option strikes.

To date, 83,500 tonnes were hedged for the months of January through July 2009 inclusive at an average put strike of
$1.46 per pound ($3,225 per tonne) and an average call strike of $1.64 per pound ($3,626 per tonne). Of this hedging
11,000 tonnes matured in January and February 2009 and resulted in a small payment to the Company. At the end of
February 2009 hedging of 72,500 tonnes for the months of March through July 2009 remains in place at an average put
strike of $1.47 per pound ($3,235 per tonne) and an average call strike of $1.65 per pound ($3,642 per tonne).

The program will be reviewed on a rolling monthly basis throughout 2009 in light of prevailing market conditions.

Q4 copper sales subject to final settlement prices in subsequent periods will result in revenue adjustment in 2009
At December 31, 2008, 79,293 tonnes of copper were provisionally priced at an average of $1.33 per pound ($2,932 per
tonne) and subject to final pricing over the period January to June 2009.

Of the total year end provisionally priced tonnage, 71,343 tonnes have already been priced out and finalized at an average
price of $1.56 per pound ($3,442 per tonne). The effect on the Company’s Q1 2009 revenue to date is a favourable
adjustment of approximately $36.4 million.

The average LME cash price for January and February 2009 was $1.46 per pound ($3,221 per tonne) and $1.50 per pound
($3,315 per tonne), respectively.

Dividend policy maintained
The Company has a long-term commitment to paying dividends, and in recent years has paid approximately 10% of net
earnings in total interim and final dividends each year. Following the finalization of the 2008 results, the interim dividend paid
in September 2008 in respect of the year of CA$0.26 per share amounted to 37% of the full year net earnings. Accordingly,
the Board has decided that no final dividendwill be paid in respect of 2008. The Company also currently intends to follow its
policy on interim dividends of paying no less than one-third of the prior year’s total dividend, but the Board will review the
interim payment for 2009 in light of prevailing market conditions and outlook following the Q2 results.
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Appendix A

SUMMARY OF QUARTERLY AND CURRENT YEAR TO DATE RESULTS

The following unaudited table sets out a summary of the quarterly results for the Company for the last eight quarters
and the 2008 full year:

2007 2007 2007 2007 2008 2008 2008 2008 2008
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Statement of operations and retained earnings (millions, except where indicated)
Revenues
Current period copper sales (1) $270.9 $315.7 $460.2 $448.4 $441.8 $624.3 $554.7 $203.9 $1,596.8
Prior period provisional copper
adjustments (2) (17.6) 22.6 3.2 (34.7) 44.5 1.2 (16.4) (212.7) 44.5

Other revenues 8.0 12.5 20.4 29.6 25.2 27.1 25.6 21.2 99.1
Total revenues 261.3 350.8 483.8 443.3 511.5 652.6 563.9 12.4 1,740.4
Cost of sales 101.9 121.3 152.6 168.4 137.1 219.0 248.6 218.4 823.1
Inventory NRV adjustments – – – – – – 7.9 52.6 60.5
Impairment charge – – – – – – – 254.2 254.2
Net earnings 78.3 123.1 183.6 135.3 182.0 208.0 147.5 (491.6) 45.9
Basic earnings per share $1.16 $1.83 $2.71 $2.00 $2.68 $3.06 $2.16 $(7.19) $0.67
Diluted earnings per share $1.14 $1.79 $2.66 $1.97 $2.65 $3.02 $2.13 $(7.19) $0.67

Copper selling price
Current period copper sales (per lb) $2.96 $3.28 $3.58 $2.97 $3.43 $3.72 $3.11 $1.35 $2.50
Prior period provisional adjustments (per lb) (0.18) 0.23 0.02 (0.21) 0.32 0.01 (0.08) (0.99) 0.06

Gross copper selling price (per lb) 2.78 3.51 3.60 2.76 3.75 3.73 3.03 0.36 2.56
Tolling and refining charges (per lb) (0.06) (0.03) (0.05) (0.06) (0.05) (0.06) (0.06) (0.07) (0.06)
Freight parity charges (per lb) (0.13) (0.10) (0.10) (0.14) (0.19) (0.29) (0.27) (0.33) (0.28)

Realized copper price (per lb) 2.59 3.38 3.45 2.56 3.51 3.38 2.70 (0.04) 2.22
Average LME cash copper price (per lb) 2.69 3.46 3.50 3.28 3.52 3.83 3.49 1.79 3.15
Realized gold price (per oz) $661 $629 $700 $736 $868 $982 $759 $637 $801
Average gold price (per oz) $650 $667 $681 $788 $927 $895 $871 $795 $872
Total copper sold (tonnes) (3) 44,315 45,366 60,904 73,322 62,802 84,007 90,698 97,280 334,787
Total copper produced (tonnes) (3) 46,403 49,979 57,565 72,746 75,616 80,977 82,187 95,635 334,415
Total gold sold (ounces) (3) 12,004 19,422 29,182 40,081 29,071 26,797 32,663 33,299 121,830
Cash costs (C1) (per lb) (4) (5) $1.06 $1.12 $0.98 $0.98 $1.02 $1.23 $1.37 $1.26 $1.23
Total costs (C3) (per lb) (4) (5) $1.30 $1.38 $1.22 $1.19 $1.28 $1.91 $1.99 $1.50 $1.67

Financial position
Working capital including non-current
inventories (restated) $246.7 $390.8 $464.8 $457.3 $575.0 $472.2 $440.2 $69.5 $69.5

Copper in concentrate inventory (tonnes)
Kansanshi 7,102 10,578 9,733 8,325 14,243 16,342 14,306 14,416 14,416
Guelb Moghrein 10,182 10,897 8,483 2,867 1,057 1,546 1,765 1,869 1,869
Frontier – – – 7,104 16,328 10,850 3,876 106 106
Total copper in concentrate inventory
(tonnes) 17,284 21,475 18,216 18,296 31,628 28,738 19,947 16,391 16,391

Total assets $1,797.1 $2,035.4 $2,300.4 $2,682.7 $2,917.9 $3,629.2 $3,372.8 $3,004.5 $3,004.5
Weighted average # shares (000’s) 67,318 67,531 67,681 67,689 67,837 68,046 68,370 68,388 68,161

Cash flows from
Operating activities
Before working capital movements $118.9 $175.2 $256.9 $220.8 $272.6 $303.0 $209.5 $(147.8) $637.3
After working capital movements 74.6 40.5 201.6 224.1 143.5 316.1 262.4 43.5 765.4

Financing activities (25.8) 38.0 (42.8) 50.6 26.0 211.0 (259.5) (7.3) (29.8)
Investing activities (102.0) (114.8) (96.2) (297.3) (99.9) (403.3) (109.7) (146.6) (759.4)

Cash flows from operating activities per share
Before working capital movements $1.77 $2.59 $3.80 $3.26 $4.02 $4.45 $3.06 $(2.16) $9.35
After working capital movements $1.11 $0.60 $2.98 $3.29 $2.12 $4.64 $3.84 $0.64 $11.25
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2007 2007 2007 2007 2008 2008 2008 2008 2008
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Kansanshi production statistics
Mining
Waste mined (000’s tonnes) 5,316 6,681 6,482 6,482 3,671 10,167 10,066 4,771 28,675
Ore mined (000’s tonnes) 2,600 3,371 4,650 4,867 5,433 3,306 5,027 5,324 19,090
Ore grade (%) 1.5 1.6 1.6 1.8 1.6 1.8 1.5 1.4 1.6

Processing (3)
Sulphide ore processed (000’s tonnes) 1,171 1,372 1,759 1,830 1,891 1,548 2,824 2,956 9,219
Oxide ore processed (000’s tonnes) 1,263 1,499 1,465 1,538 1,455 1,541 1,562 1,414 5,972
Contained copper (tonnes) 38,231 36,766 41,605 51,572 55,995 47,945 55,358 61,145 220,443
Sulphide ore grade processed (%) 0.8 1.1 1.0 1.3 1.3 1.4 1.1 1.3 1.2
Oxide ore grade processed (%) 1.8 1.4 1.7 1.6 1.8 1.6 1.6 1.7 1.7
Recovery (%) 93 99 99 99 93 93 96 93 94
Copper cathode produced (tonnes) 22,823 20,322 23,705 26,399 27,522 25,430 23,685 25,716 102,353
Copper cathode tolled produced (tonnes) 5,521 12,204 14,314 16,142 8,219 13,039 13,266 10,657 45,181
Copper in concentrate produced (tonnes) 7,056 3,727 3,140 8,471 16,562 9,154 16,423 25,641 67,780
Total copper production 35,400 36,253 41,159 51,012 52,303 47,623 53,374 62,014 215,314
Concentrate grade (%) 25.2 26.6 27.8 28.3 27.6 28.7 28.1 28.3 28.2
Combined Costs (per lb) (4) (5)
Mining $0.20 $0.24 $0.24 $0.20 $0.20 $0.36 $0.41 $0.36 $0.33
Processing 0.54 0.59 0.59 0.53 0.50 0.69 0.79 0.62 0.65
Site administration 0.03 0.02 0.03 0.03 0.02 0.03 0.03 0.04 0.03
TC/RC and freight parity charges 0.14 0.16 0.15 0.18 0.18 0.20 0.28 0.30 0.24
Gold/acid credit (0.06) (0.06) (0.07) (0.09) (0.08) (0.13) (0.11) (0.08) (0.09)

Combined total cash costs (C1) $0.85 $0.95 $0.94 $0.85 $0.82 $1.15 $1.40 $1.24 $1.16
Combined total costs (C3) $1.05 $1.17 $1.13 $0.86 $0.95 $2.00 $2.11 $1.52 $1.63
Oxide circuit costs (per lb) (4)
Mining $0.16 $0.22 $0.19 $0.18 $0.16 $0.32 $0.31 $0.27 $0.26
Processing 0.56 0.68 0.64 0.64 0.59 0.86 1.09 0.96 0.87
Site administration 0.03 0.02 0.03 0.03 0.03 0.02 0.03 0.05 0.03

Oxide circuit total cash costs (C1) $0.75 $0.92 $0.86 $0.85 $0.78 $1.20 $1.43 $1.28 $1.16
Oxide circuit total costs (C3) $0.92 $1.12 $1.02 $0.86 $0.88 $1.99 $1.96 $1.46 $1.55
Sulphide circuit costs (per lb) (4) (5)
Mining $0.28 $0.26 $0.32 $0.23 $0.24 $0.41 $0.49 $0.44 $0.40
Processing 0.45 0.48 0.52 0.39 0.39 0.49 0.53 0.36 0.43
Site administration 0.03 0.02 0.03 0.03 0.02 0.02 0.03 0.03 0.03
TC/RC and freight parity charges 0.42 0.39 0.35 0.39 0.40 0.43 0.52 0.51 0.48
Gold/acid credit (0.18) (0.14) (0.17) (0.20) (0.17) (0.27) (0.20) (0.13) (0.19)

Sulphide circuit total cash costs (C1) $1.00 $1.01 $1.05 $0.84 $0.88 $1.08 $1.37 $1.21 $1.15
Sulphide circuit total costs (C3) $1.25 $1.24 $1.29 $0.86 $1.03 $2.01 $2.24 $1.57 $1.71

Revenues ($ millions) (3)
Copper cathodes $175.8 $249.0 $307.1 $268.0 $305.5 $338.1 $286.2 $117.8 $1,047.6
Copper in concentrates 42.6 6.9 16.0 37.2 67.9 28.9 72.6 (36.6) 132.8
Gold 4.8 4.7 6.3 10.2 8.8 13.0 12.2 10.1 44.1
Total revenues $223.2 $260.6 $329.4 $315.4 $382.2 $380.0 $371.0 $91.3 $1,224.5
Copper cathode sold (tonnes) 22,798 20,207 24,909 27,897 29,811 28,063 25,943 28,199 112,016
Copper tolled cathode sold (tonnes) 5,521 12,204 14,314 16,142 8,219 13,039 13,266 10,657 45,181
Copper in concentrate sold (tonnes) 9,000 250 2,696 7,927 8,981 4,393 15,830 21,300 50,504
Gold sold (ounces) 7,764 7,118 9,862 16,053 11,995 11,995 18,416 19,658 62,064
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2007 2007 2007 2007 2008 2008 2008 2008 2008
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Guelb Moghrein production statistics
Mining
Waste mined (000’s tonnes) 1,610 1,400 1,487 1,358 1,388 1,018 776 1,128 4,310
Ore mined (000’s tonnes) 462 539 674 650 662 626 858 1,038 3,184
Ore grade (%) 1.4 1.4 1.3 1.4 1.3 1.6 1.5 1.5 1.5

Processing (3)
Sulphide ore processed (000’s tonnes) 410 464 509 470 517 491 511 553 2,072
Contained copper (tonnes) 7,791 8,894 10,006 8,410 9,241 9,423 10,161 9,576 38,401
Sulphide ore grade processed (%) 1.9 1.9 2.0 1.8 1.8 1.9 2.0 1.7 1.9
Recovery (%) 83 79 81 85 83 86 84 85 86
Copper in concentrate produced (tonnes) 6,446 7,050 8,101 7,158 7,668 8,722 8,506 8,177 33,073
Gold in concentrate produced (ounces) 13,588 12,814 14,699 13,060 14,191 16,300 15,423 16,011 61,925
Sulphide circuit costs (per lb) (4)
Mining $0.21 $0.17 $0.12 $0.20 $0.20 $0.19 $0.23 $0.38 $0.25
Processing 0.56 0.52 0.47 0.64 0.63 0.60 0.69 0.71 0.66
Site administration 0.07 0.06 0.07 0.22 0.13 0.10 0.12 0.11 0.11
TC/RC and freight parity charges 0.66 0.43 0.38 0.57 0.38 0.57 0.39 0.38 0.43
Gold/acid credit (0.21) (0.48) (0.78) (1.26) (0.97) (0.75) (0.69) (0.62) (0.75)

Sulphide circuit total cash costs (C1) $1.29 $0.71 $0.26 $0.37 $0.37 $0.71 $0.74 $0.96 $0.70
Sulphide circuit total costs (C3) $1.66 $1.09 $0.76 $1.05 $0.89 $1.14 $1.09 $1.08 $1.05

Revenues ($ millions) (3)
Copper in concentrates $12.8 $41.2 $74.1 $55.3 $67.2 $51.1 $32.4 $(13.0) $137.7
Gold 3.1 7.6 14.1 19.3 16.4 13.3 12.6 11.1 53.4
Total revenues $15.9 $48.8 $88.2 $74.6 $83.6 $64.4 $45.0 $(1.9) $191.1
Copper in concentrate sold (tonnes) 2,332 6,336 10,514 12,774 9,757 7,953 8,287 8,073 34,070
Gold sold (ounces) 4,240 12,304 19,320 24,028 17,076 14,802 14,247 13,641 59,766

Frontier production statistics
Mining
Waste mined (000’s tonnes) 888 2,857 3,619 2,810 2,195 3,740 3,433 3,057 12,425
Ore mined (000’s tonnes) 81 160 1,442 2,042 638 1,860 1,986 2,037 6,521
Ore grade (%) 1.1 0.9 1.0 1.2 1.3 1.4 1.2 1.2 1.3

Processing (3)
Sulphide ore processed (000’s tonnes) – – – 835 1,499 1,794 1,651 2,178 7,122
Contained copper (tonnes) – – – 11,872 18,238 25,308 19,479 27,391 90,416
Sulphide ore grade processed (%) – – – 1.4 1.2 1.4 1.2 1.3 1.3
Recovery (%) – – – 73 74 91 96 91 89
Copper in concentrate produced (tonnes) – – – 8,712 13,437 23,136 18,687 24,917 80,177
Sulphide circuit costs (per lb) (4)
Mining – – – $0.41 $0.61 $0.33 $0.43 $0.45 $0.44
Processing – – – 0.32 0.29 0.26 0.35 0.31 0.30
Site administration – – – 0.17 0.15 0.12 0.19 0.13 0.14
TC/RC and freight parity charges – – – 0.39 0.65 0.69 0.55 0.64 0.64

Sulphide circuit total cash costs (C1) – – – $1.29 $1.70 $1.40 $1.52 $1.53 $1.52
Sulphide circuit total costs (C3) – – – $1.59 $2.18 $1.70 $1.90 $1.67 $1.82

Revenues ($ millions) (3)
Copper in concentrates – – – $16.1 $32.6 $192.0 $137.1 $(73.9) $287.8
Copper in concentrate sold (tonnes) – – – 2,684 4,214 28,615 25,660 28,533 87,022
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2007 2007 2007 2007 2008 2008 2008 2008 2008
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Bwana /Lonshi production statistics
Mining
Waste mined (000’s tonnes) 2,105 3,425 2,992 1,732 898 1,079 117 – 2,094
Ore mined (000’s tonnes) 16 94 160 82 37 89 14 – 140
Ore grade (%) 7.5 6.1 6.8 6.1 4.4 5.3 4.3 – 5.0

Processing
Oxide ore processed (000’s tonnes) 242 327 353 355 242 234 228 14 718
Contained copper (tonnes) 5,007 7,653 9,819 6,787 2,279 1,778 1,935 118 6,110
Oxide ore grade processed (%) 2.1 2.3 2.8 1.9 0.9 0.8 0.8 0.9 0.9
Recovery (%) 91 87 85 86 97 84 84 92 96
Copper cathode produced (tonnes) 4,557 6,676 8,305 5,864 2,208 1,496 1,620 527 5,851
Acid produced (tonnes) 67,227 69,108 67,537 72,477 66,414 74,699 90,987 64,016 296,116
Surplus acid (tonnes) 586 1,483 11 – 10 2,174 2,071 150 4,405
Oxide circuit costs (per lb) (4) (5)
Mining $1.49 $1.57 $1.04 $1.37 $1.65 $1.61 $1.53 – $1.60
Processing 1.05 0.81 0.65 0.90 2.15 3.20 1.77 – 2.33
Site administration 0.20 0.15 0.21 0.35 0.58 0.39 0.35 – 0.46
Gold/acid credit (0.24) (0.14) (0.09) (0.17) (0.78) (1.26) (0.39) – (0.80)

Oxide circuit total cash costs (C1) $2.50 $2.39 $1.81 $2.45 $3.60 $3.94 $3.26 – $3.59
Oxide circuit total costs (C3) $2.92 $2.77 $2.25 $2.81 $4.13 $5.47 $3.69 – $4.50

Revenues ($ millions)
Copper cathodes $22.1 $41.2 $66.1 $37.1 $13.1 $15.4 $10.0 $(3.1) $35.4
Copper cathodes sold (tonnes) 4,664 6,369 8,471 5,898 1,820 1,944 1,712 518 5,994

(1) Recognized at the settlement price or the LME copper price at the end of the respective period.
(2) The provisional adjustment reflects the settlement or provisional price adjustment of prior period copper sales; therefore the sum of the periods will not equal the
year to date.

(3) Copper sold or produced does not include tonnes sold or produced prior to achieving commercial production.
(4) For the definition of cash and total costs, reference should be made to the regulatory disclosures section.
(5) TC/RC and freight parity charges at Kansanshi were restated from prior releases for Q1 09, Q2 09 and Q3 09 due to the finalization of offtaker terms, which
resulted in higher rates than previously anticipated.
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Appendix B

REGULATORY DISCLOSURES

Seasonality
The Company’s results as discussed in this MD&A are subject to seasonal aspects, in particular the wet season in RDC and
Zambia. The wet season in the RDC and Zambia generally starts in November and continues through until April, with the
heaviest rainfall normally experienced in the months of January, February and March. As a result of the wet season, pit
access and the ability to mine ore is lower in the first quarter of the year than other quarters and the cost of mining is also
higher. In addition, the Company’s exploration program is generally curtailed during the wet season due to site access issues.

Derivatives
The Company periodically enters into derivative instruments to mitigate the exposures to copper and gold commodity
prices, foreign exchange rates, and interest rates. The Company does not currently apply hedge accounting and all
derivatives are recorded at fair value with changes in fair value recorded as a component of other expenses.

As at December 31, 2008, the following derivative positions were outstanding:

Fair value Fair value

Maturity Maturity December 31, 2008 December 31, 2007

2009 2010 Total USD M USD M USD M USD M

Gold Asset Liability Asset Liability
Forward sales contracts (ounces) 38,028 – 38,028 – (19.1) – (29.1)
Average forward price ($/oz) $400 – $400

Bought put options (ounces) 38,028 18,600 56,628 2.2 – – –
Average strike price ($/oz) $350 $800 $498

Sold call options (ounces) – 18,600 18,600 – (2.1) – –
Average strike price ($/oz) – $1,040 $1,040

Foreign exchange
Foreign exchange spot and
forward sales contracts –
USD M equivalent 2.4 – 2.4 0.2 – – –

Foreign exchange bought
put options – USD M equivalent 56.8 – 56.8 2.0 – – –

Foreign exchange sold call options –
USD M equivalent 68.8 – 68.8 – (4.6) – –

Cross-currency swap 4.6 – 6.6 –

Interest rate
Floating to fixed interest
rate swap – principal 35,750 10,571 – (0.2) – –
Average fixed interest rate 1.90% 1.90%

Other
Embedded derivative – (8.0) – (7.4)

9.0 (34.0) 6.6 (36.5)

Copper embedded derivative (tonnes) 79,293 – 79,293
Average price ($/tonne) $2,929 – $2,929

Gold embedded derivative (ounces) 17,496 – 17,496
Average price ($/oz) $882 – $882
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Off-balance sheet arrangements
The Company had no off-balance sheet arrangements as of the date of this report.

Non-GAAP measures
Calculation of cash and total costs
The consolidated cash (C1) and total (C3) costs presented for the Company are non-GAAP measures that are prepared
on a basis consistent with the industry standard Brook Hunt definitions. In calculating the cash and total costs for each
segment, the costs are prepared on the same basis as the segmented financial information that is contained in the
financial statements.

For the purposes of calculating the cash costs at Kansanshi, TC/RC that are normally deducted from concentrate revenues
are added to the cash costs to show the cash costs of producing finished copper. The revenues presented in the income
statement for concentrates are shown net of these deductions and therefore the cost of sales in the financial statements
does not include TC/RC.

Cash costs, therefore, include all mining and processing costs less any profits from by-products such as gold or acid that
is allocated to that segment. In addition, treatment and refining revenue deductions on concentrates are added to cash
costs to arrive at an approximate cost of finished copper. Total costs are cash costs plus depreciation, interest and realized
foreign exchange costs.

The cash and total costs per pound presented in this MD&A have only been calculated post commercial production.
Therefore, any costs and production prior to commercial production have not been considered in determining the cash
and total costs of the consolidated group or segments except for capitalized costs, which are depreciated and included
in total cost per pound.

Calculation of operating cash flow per share
The calculations of operating cash flow per share, before and after working capital movements, are non-GAAP measures
that are prepared for analysts’ use to measure the Company’s cash flows from operations on a per share basis.

In calculating the operating cash flow per share, before and after working capital movements, the operating cash flow
calculated for GAAP purposes is divided by the weighted average common shares outstanding for the respective period.

International Financial Reporting Standards (“IFRS”)
In 2008, the Canadian Accounting Standards Board announced that January 1, 2011 will be the changeover date for
Canadian publicly-accountable enterprises to report their financial results using IFRS.

As a result of these regulatory developments, the Company has developed an IFRS changeover plan to identify and
implement the necessary changes to be able to report using the new standards. The plan includes consideration of the
impacts of IFRS on the Company’s financial statements, information systems and business activities.

The Company has completed an initial high level assessment to identify the impacts of adopting IFRS. This assessment
included the impacts to the Company’s financial results and position, business activities, including the effect on
information technology and data systems, internal controls over financial reporting and disclosure controls. The Company
is commencing a more detailed assessment and implementing a new management reporting system, to assist in the full
adoption of IFRS.

The initial high level assessment has not fully considered the question of impairment of asset carrying values, as the
economic parameters at transition date needed to assess the fair value of operating and development projects are not
known at the present time.
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Subject to this, the Company’s initial high level assessment did not identify any material changes to financial results or
financial position arising from the conversion to IFRS; however, the detailed assessment process is ongoing. There will
be required changes to certain accounting policies and practices and upon further assessment these changes may result in
material changes to financial results or financial position. Additionally, it is expected that the amount of required financial
statement disclosure will increase.

Changes in accounting policies
Effective January 1, 2008, the Company adopted three new CICA accounting standards as follows:

Section 1535, Capital disclosures, requires the disclosure of an entity’s objectives, policies and processes for managing
capital, quantitative data about what the entity regards as capital, whether the entity has complied with capital
requirements and, if the entity has not complied, the consequences of such non-compliance.

Section 3031, Inventories, provides guidance on the determination of costs and its subsequent recognition as an expense,
including any writedown to net realizable value. It also provides guidance on the cost formulas that are used to assign
costs to inventories. The Company adopted the new standard effective January 1, 2008 and there was no significant
impact on the financial statements.

Section 3861, Financial instruments – disclosure and presentation, has been replaced by section 3862, Financial instruments
– disclosure, and section 3863 – Financial instruments – presentation. These new standards require entities to disclose
quantitative and qualitative information that enable users to evaluate the significance of financial instruments for the
Company’s financial performance, and the nature and extent of risks arising from financial instruments to which the
Company is exposed during the period and at the balance sheet date. In addition, the Company is required to disclose
management’s objectives, policies and procedures for managing these risks.

Critical accounting policies
Mineral properties and deferred exploration costs
The Company expenses exploration and associated costs relating to non-specific projects/properties in the period they
are incurred. For specific properties or projects, any acquisition, exploration, or development costs are deferred until
the project to which they relate is sold, abandoned, impaired or placed into production. Property acquisition and mine
development costs, including costs incurred during production to expand ore reserves within existing mine operations,
are deferred and depleted on a units-of-production basis over their reserves.

Management’s estimates of mineral prices, recoverable reserves, and operating, capital and reclamation costs are subject
to certain risks and uncertainties which may affect the recoverability of mineral property costs. Although management
has made its best estimate of these factors, it is possible that changes could occur in the near term that could adversely
affect management’s estimate of the net cash flow to be generated from its projects.

The Company performs impairment tests on property, plant and equipment and mineral properties when events or
circumstances occur which indicate the assets may not be recoverable. Where information is available and conditions
suggest impairment, estimated future net cash flows for each project are calculated using estimated future prices, mineral
resources, and operating, capital and reclamation costs on an undiscounted basis. When these estimated future cash
flows are less than the carrying value, the project is considered impaired. Reductions in the carrying value of each project
would be recorded to the extent the net book value of the investment exceeds the discounted estimated future cash flows.
Where estimates of future net cash flows are not available and where other conditions suggest impairment, management
assesses whether the carrying value can be recovered.
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Pre-production costs
Determination of the start of commercial production is an important consideration as during the development phase
costs will continue to be capitalized/deferred while during the production phase these costs would be treated as
operating expenses. As noted in the Company’s financial statements, the Company defers all production costs and
revenues until such a time that the project achieves commercial production.

The exercise of assessing when commercial production levels are achieved is not straightforward and requires
consideration of many factors including, but not limited to, when: a nominated percentage of design capacity for the
mine and mill has been achieved; mineral recoveries reaching or exceeding expected levels; and the achievement of
continuous production. The Company, when evaluating whether or not commercial production has been achieved,
will generally consider that commercial production has been achieved when between 65% and 70% of design capacity
has been achieved continuously for a period of at least a week and recoveries are approaching expected levels.
Notwithstanding, each project is also viewed in isolation and specific circumstances may exist that alter the above
general framework on any individual project.

Income taxes
The Company uses the asset and liability method of accounting for future income taxes. Under this method, future
income tax assets and liabilities are recognized for temporary differences between the tax and accounting bases of assets
and liabilities as well as for the benefit of losses available to be carried forward to future years. The amount of future tax
assets recognized is limited to the amount that is more likely than not to be realized.

The determination of the Company’s tax expense for the year and its future tax liabilities and assets involves significant
management estimation and judgment involving a number of assumptions. In determining these amounts management
interprets tax legislation in a variety of jurisdictions and makes estimates of the expected timing of the reversal of future
tax assets and liabilities. Management also makes estimates of the future earnings which affect the extent to which
potential future tax benefits may be used. The Company is subject to assessment by various taxation authorities which
may interpret tax legislation in a manner different from the Company. These differences may affect the final amount or
the timing of the payment of taxes. When such differences arise the Company makes provision for such items based on
management’s best estimate of the final outcome of these matters.

Stock-based compensation
The Company grants stock options under its stock option plan and Performance Stock Units (“PSUs”) and Restricted
Stock Units (“RSUs”) under its new long-term incentive plan to its directors and employees. The Company expenses
the fair value of stock options, PSUs and RSUs granted over the vesting period.

The fair value of stock options is determined using an option pricing model that takes into account, as of the grant date,
the exercise price, the expected life of the option, the current price of the underlying stock and its expected volatility,
expected dividends on the stock, staff turnover, and the risk-free interest rate over the expected life of the option. Cash
consideration received from employees when they exercise the options is credited to capital stock.

The fair value of PSUs is determined using a valuation model that takes into account, as of the grant date, the expected
life of the PSU, expected volatility, expected dividend yield, and the risk free interest rate over the life of the PSU, to
generate potential outcomes for stock prices, which are used to estimate the probability of the PSUs vesting at the end
of the performance measurement period.

The fair value of RSUs is determined by reference to the share price of the Company at the date of grant.
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Asset retirement obligations
The Company records asset retirement obligations at fair value in the period in which the liability is incurred. Fair value
is determined based on the estimated future cash flows required to settle the liability discounted at the Company’s credit
adjusted risk free interest rate. The liability is adjusted for changes in the expected amounts and timing of cash flows
required to discharge the liability and accreted over time to its full value. The associated asset retirement costs are
capitalized as part of the carrying amount of the long-lived asset and amortized over the expected useful life of the asset.

Critical accounting estimates
In preparing the financial statements, management has to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses. Specifically, estimates and assumptions are made in regards to
reserve and resource estimation; future copper, cobalt, sulphuric acid and gold prices; foreign currency exchange rates;
stock prices; estimated costs of future production; changes in government legislation and regulations; estimated future
income tax amounts; and the availability of financing and various operational factors.

Based on historical experience, current conditions and expert advice, management makes assumptions that are believed
to be reasonable under the circumstances. These estimates and assumptions form the basis for judgments about the
carrying value of assets and liabilities and reported amounts for revenues and expenses. Different assumptions would
result in different estimates and actual results may differ from results based on these estimates. These estimates and
assumptions are also affected by management’s application of accounting policies. Critical accounting estimates are
those that affect the consolidated financial statements materially and involve a significant level of judgment by management.
Where necessary this report outlines those critical accounting policies that have changed since the filing of the Company’s
2007Audited Financial Statements or that are particularly relevant to the current year.

As is common in the mining industry, a number of the Company’s sales agreements require final prices to be determined
in a future period. For this purpose, it is necessary for management to estimate the final price received based on current
prices for both copper and gold. As a result of the significant volatility in current metal prices, actual results may materially
differ from those initially recorded when final prices are determined. Management follows the industry practice of
re-pricing any provisional priced sales at the end of each reporting period and any differences/adjustments are recorded
in the current period’s earnings.

Effective in Q2, management has also had to make estimates in relation to the compensation receivable from the Zambian
government in accordance with the terms of Development Agreements or, alternatively, pursuant to the Constitution of
Zambia. Expert legal advice has been obtained to assist management in determining what the likelihood of collection
will be via various alternative methods; over what period of time collection will occur; and, what costs and interest
receipts would be awarded on settlement. This analysis has resulted in recognition of a substantial proportion of the
recoverable taxes paid or accrued as a receivable. Actual results may differ materially depending upon the outcome of
negotiations, arbitration or litigation.

Disclosure controls and procedures
The Company’s disclosure controls and procedures are designed to provide reasonable assurance that all relevant
information is communicated to senior management, to allow timely decisions regarding required disclosure.

An evaluation of the effectiveness of the Company’s disclosure controls and procedures, as defined under the rules of the
Canadian Securities Administration, was conducted as of December 31, 2008 under the supervision of the Company’s
Disclosure Committee and with the participation of management. Based on the results of that evaluation, the Chief
Executive Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures were
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effective as of the end of the period covered by this report in providing reasonable assurance that the information
required to be disclosed in the Company’s annual filings, interim filings or other reports filed or submitted by it under
securities legislation is recorded, processed, summarized and reported in the securities legislation.

Internal control over financial reporting
Internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of the
Company’s financial reporting and the preparation of financial statements in compliance with Canadian generally
accepted accounting principles (“GAAP”). The Company’s internal control over financial reporting includes policies
and procedures that:

• pertain to the maintenance of records that accurately and fairly reflect the transactions of the Company;
• provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements
in accordance with GAAP;

• ensure the Company’s receipts and expenditures are made only in accordance with authorization of management and
the Company’s directors; and

• provide reasonable assurance regarding prevention or timely detection of unauthorized transactions that could have
a material affect on the annual or interim financial statements.

An evaluation of the effectiveness of the Company’s internal control over financial reporting was conducted as of
December 31, 2008 by the Company’s management, including the Chief Executive Officer and Chief Financial Officer.
Based on this evaluation, management has concluded that the Company’s internal controls over financial reporting were
effective.

There were no changes in the Company’s internal controls over financial reporting during the year ended December 31,
2008 that have materially affected, or are reasonably likely to materially affect, its internal controls over financial reporting.

Limitations of controls and procedures
The Company’s management, including the Chief Executive Officer and Chief Financial Officer, believe that any
disclosure controls and procedures or internal control over financial reporting, no matter how well conceived and
operated, can provide only reasonable and not absolute assurance that the objectives of the control system are met.
Further, the design of a control system reflects the fact that there are resource constraints, and the benefits of controls
must be considered relative to their costs. Because of the inherent limitations in all control systems, they cannot provide
absolute assurance that all control issues and instances of fraud, if any, within the Company have been prevented or
detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that
breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented by the individual
acts of some persons, by collusion of two or more people, or by unauthorized override of the control. The design of any
systems of controls also is based in part upon certain assumptions about the likelihood of future events, and there can be
no assurance that any design will succeed in achieving its stated goals under all potential future conditions. Accordingly,
because of the inherent limitations in a cost effective control system, misstatements due to error or fraud may occur and
not be detected.
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Forward-looking statements
Certain statements and information herein, including all statements that are not historical facts, contain forward-looking
statements and forward-looking information within the meaning of applicable U.S. and Canadian securities laws. Such
forward-looking statements or information include but are not limited to statements or information with respect to
future price of copper, gold, cobalt, and sulphuric acid, estimated future production, estimation of mineral reserves and
mineral resources, our exploration and development program, estimated future expenses, exploration and development
capital requirements, the Company’s hedging policy, and our goals and strategies. Often, but not always, forward-
looking statements or information can be identified by the use of words such as “plans”, “expects” or “does not expect”,
“is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate” or
“believes” or variations of such words and phrases or statements that certain actions, events or results “may”, “could”,
“would”, “might” or “will” be taken, occur or be achieved.

With respect to forward-looking statements and information contained herein, we have made numerous assumptions
including among other things, assumptions about the price of copper, gold, cobalt and sulphuric acid, anticipated costs
and expenditures and our ability to achieve our goals. Although our management believes that the assumptions made
and the expectations represented by such statements or information are reasonable, there can be no assurance that a
forward-looking statement or information herein will prove to be accurate. Forward-looking statements and information
by their nature are based on assumptions and involve known and unknown risks, uncertainties and other factors which
may cause our actual results, performance or achievements, or industry results, to be materially different from any future
results, performance or achievements expressed or implied by such forward-looking statements or information.

See our annual information form for additional information on risks, uncertainties and other factors relating to the
forward-looking statements and information. Although we have attempted to identify factors that would cause actual
actions, events or results to differ materially from those disclosed in the forward-looking statements or information,
there may be other factors that cause actual results, performances, achievements or events not to be anticipated, estimated
or intended. Also, many of the factors are beyond our control. Accordingly, readers should not place undue reliance on
forward-looking statements or information. We undertake no obligation to reissue or update forward-looking statements
or information as a result of new information or events after the date hereof except as may be required by law.
All forward-looking statements and information made herein are qualified by this cautionary statement.
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

The consolidated financial statements of First Quantum Minerals Ltd. and the information contained in the annual report have been
prepared by and are the responsibility of the Company’s management. The consolidated financial statements have been prepared
in accordance with generally accepted accounting principles (GAAP) in Canada and, where appropriate, reflect management’s best
estimates and judgments based on currently available information.

Management has developed and is maintaining a system of internal controls to obtain reasonable assurance that the Company’s assets
are safeguarded, transactions are authorized and financial information is reliable.

The Company’s independent auditors, PricewaterhouseCoopers LLP, who are appointed by the shareholders, conduct an audit in
accordance with Canadian generally accepted auditing standards. Their report outlines the scope of their audit and gives their opinion
on the consolidated financial statements.

The Audit Committee of the Board of Directors meets periodically with management and the independent auditors to review the
scope and results of the annual audit, and to review the consolidated financial statements and related financial reporting matters prior
to approval of the consolidated financial statements.

Signed by Signed by

Philip K.R. Pascall David E.J. Moroney
Chairman and Chief Executive Officer Chief Financial Officer

March 6, 2009

AUDITORS’ REPORT

To the Shareholders of First Quantum Minerals Ltd.

We have audited the consolidated balance sheets of First Quantum Minerals Ltd. as at December 31, 2008 and 2007 and the
consolidated statements of earnings and comprehensive (loss) income, changes in shareholders’ equity and cash flows for the years
then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company
as at December 31, 2008 and 2007 and the results of its operations and its cash flows for the years then ended in accordance with
Canadian generally accepted accounting principles.

Signed by

PricewaterhouseCoopers LLP
Chartered Accountants

Vancouver, B.C.

March 5, 2009
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NOTE 2008 2007

Assets
Current assets
Cash and cash equivalents 20 176.2 200.0
Restricted cash 11a 40.3 22.5
Accounts receivable 93.2 272.0
Inventory 7 270.9 228.4
Current portion of other assets 10 150.8 12.7

731.4 735.6
Available-for-sale investments 8 163.5 567.0
Property, plant and equipment 9 1,996.3 1,320.5
Other assets 10 113.3 59.6
Total assets 3,004.5 2,682.7

Liabilities
Current liabilities
Accounts payable and accrued liabilities 333.1 104.9
Current taxes payable 14 146.4 127.2
Current portion of long-term debt 11 139.5 73.7
Current portion of other liabilities 12 27.0 23.5

646.0 329.3
Long-term debt 11 246.2 287.5
Other liabilities 12 34.8 40.1
Future income tax liabilities 14 363.6 224.4
Total liabilities 1,290.6 881.3
Minority interests 313.3 215.4
Total liabilities and minority interests 1,603.9 1,096.7

Shareholders’ equity
Capital stock 15 420.3 396.0
Retained earnings 980.3 987.4
Accumulated other comprehensive income – 202.6
Total shareholders’ equity 1,400.6 1,586.0
Total shareholders’ equity, liabilities and minority interests 3,004.5 2,682.7
Commitments and contingencies 21, 22

The accompanying notes are an integral part of these consolidated financial statements.

Approved by the Board of Directors

Signed by Signed by

Andrew Adams Peter St. George
Director Director
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NOTE 2008 2007

Sales revenues
Copper 1,641.3 1,468.7
Gold 97.5 70.1
Acid 1.6 0.4

1,740.4 1,539.2
Cost of sales (763.2) (528.2)
Adjustment to net realizable value of inventory 7 (60.5) –
Depletion and amortization (113.3) (81.2)
Royalties, windfall taxes and export levies 5 (187.4) (16.1)
Zambian taxes recovery 5 127.5 –
Operating profit 743.5 913.7
Other expenses/income
Exploration (28.5) (20.3)
General and administrative (31.4) (28.0)
Interest (31.8) (28.9)
Impairment of available-for-sale investments 8 (254.2) –
Other expenses/income 17 (6.6) (2.0)

(352.5) (79.2)
Earnings before income taxes and minority interests 391.0 834.5
Income taxes 14 (247.2) (182.8)
Minority interests (97.9) (131.4)
Net earnings 45.9 520.3

Other comprehensive (loss) income
Unrealized (loss) gain on available-for-sale investments, net of tax of
$(36.9) million (2007 – $36.9 million) (457.2) 205.8

Realized loss (gain) on available-for-sale investments, net of tax of
$(0.1) million (2007 – $0.1 million) 0.4 (0.7)

Other-than-temporary loss recognized in net earnings 254.2 –
(202.6) 205.1

Comprehensive (loss) income (156.7) 725.4

Earnings per common share
Basic $0.67 $7.72
Diluted $0.67 $7.62

Weighted average shares outstanding (000’s)
Basic 68,161 67,394
Diluted 68,916 68,246

Total shares issued and outstanding (000’s) 68,751 68,108

The accompanying notes are an integral part of these consolidated financial statements.
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NOTE 2008 2007

Capital stock
Common shares
Balance – beginning of year 415.2 399.6
Stock options exercised 15a 6.8 15.6
Acquisition of Scandinavian Minerals Limited 6 19.8 –

Balance – end of year 441.8 415.2

Treasury shares
Balance – beginning of year (34.3) (15.6)
Shares purchased 15b (9.2) (21.3)
Restricted stock units vested 15b 4.7 2.6

Balance – end of year (38.8) (34.3)

Contributed surplus
Balance – beginning of year 15.1 12.0
Compensation expense for the year 16 8.7 9.8
Transfers upon exercise of stock options (1.8) (4.1)
Restricted stock units vested 15b (4.7) (2.6)

Balance – end of year 17.3 15.1
Total capital stock 420.3 396.0

Retained earnings
Balance – beginning of year 987.4 518.8
Net earnings for the year 45.9 520.3
Dividends (53.0) (51.7)

Balance – end of year 980.3 987.4

Accumulated other comprehensive income
Balance – beginning of year 202.6 (2.5)
Other comprehensive (loss) income for the year (202.6) 205.1

Balance – end of year – 202.6
Retained earnings and accumulated other comprehensive income 980.3 1,190.0

The accompanying notes are an integral part of these consolidated financial statements.
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NOTE 2008 2007

Cash flows from operating activities
Net earnings for the year 45.9 520.3
Items not affecting cash
Depletion and amortization 113.3 81.2
Minority interests 97.9 131.4
Impairment of available-for-sale investments 8 254.2 –
Adjustment to net realizable value of inventory 7 60.5 –
Unrealized foreign exchange (gain) loss (9.2) 4.0
Future income tax expense 64.9 21.6
Stock-based compensation expense 16 8.7 9.8
Unrealized derivative instruments gain (5.5) (1.6)
Other 6.6 5.1

637.3 771.8
Change in non-cash operating working capital
Decrease (increase) in accounts receivable and other 48.3 (136.1)
Increase in inventory (113.1) (106.9)
Increase in accounts payable and accrued liabilities 183.6 15.3
Increase in current taxes payable 19.2 17.2

Long-term incentive plan contributions (9.2) (21.3)
766.1 540.0

Cash flows from financing activities
Proceeds from long-term debt 294.4 125.0
Repayments of long-term debt (276.2) (55.7)
Proceeds on issuance of common shares 5.0 11.5
Dividends paid (53.0) (51.7)
Other – (9.1)

(29.8) 20.0

Cash flows from investing activities
Restricted cash 5.6 (7.5)
Payments for property, plant and equipment (460.3) (319.6)
Acquisition of Scandinavian Minerals Limited 6 (214.3) –
Acquisition of available-for-sale investments, net (90.4) (283.2)

(759.4) (610.3)
Effect of exchange rate changes on cash (0.7) 0.8
Decrease in cash and cash equivalents (23.8) (49.5)
Cash and cash equivalents – beginning of year 200.0 249.5
Cash and cash equivalents – end of year 20 176.2 200.0

The accompanying notes are an integral part of these consolidated financial statements.
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1. NATURE OF OPERATIONS

First QuantumMinerals Ltd. (“FQM” or the “Company”) is engaged in the production of copper, gold and acid and related
activities including exploration, development and processing. These activities are conducted in Zambia, the République
démocratique du Congo (“RDC”), Mauritania and Finland.

2. CHANGES IN ACCOUNTING POLICIES

Effective January 1, 2008, the Company adopted three new CICA accounting standards as follows:

Capital disclosures
Section 1535, Capital disclosures, requires the disclosure of an entity’s objectives, policies and processes for managing
capital, quantitative data about what the entity regards as capital, whether the entity has complied with capital
requirements and, if the entity has not complied, the consequences of such non-compliance. Capital disclosures are
included in note 15c.

Inventories
Section 3031, Inventories, provides guidance on the determination of inventoriable costs and its subsequent recognition
as an expense, including any writedown to net realizable value. It also provides guidance on the cost formulas that are
used to assign costs to inventories. The Company adopted the new standard effective January 1, 2008 and there was no
significant impact on the financial statements.

Financial instruments – disclosure and presentation
Section 3861, Financial instruments – disclosure and presentation, has been replaced by Section 3862, Financial instruments
– disclosure, and Section 3863 – Financial instruments – presentation. These new standards require entities to disclose
quantitative and qualitative information that enable users to evaluate the significance of financial instruments on the
Company’s financial performance, and the nature and extent of risks arising from financial instruments to which the
Company is exposed during the year and at the balance sheet date. In addition, the Company is required to disclose
management’s objectives, policies and procedures for managing these risks. Disclosures related to financial instruments
are included in note 19.

3. FUTURE CHANGES IN ACCOUNTING POLICIES

The CICA has issued a new standard which may affect the financial disclosures and results of operations of the Company
for interim and annual periods beginning January 1, 2009.

Section 3064, Goodwill and intangible assets, establishes revised standards for recognition, measurement, presentation
and disclosure of goodwill and intangible assets. Concurrent with the introduction of this standard, the CICA withdrew
EIC 27, Revenues and Expenses during the pre-operating period. As a result of the withdrawal of EIC 27, the Company
will no longer be able to defer costs and revenues incurred prior to commercial production at new mine operations. The
Company will retroactively adopt the requirements commencing in the quarter ended March 31, 2009 and the adoption
will have an immaterial impact on the Company’s financial statements.
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4. SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation
These financial statements have been prepared in accordance with Canadian generally accepted accounting principles
(“Canadian GAAP”).

Principles of consolidation
These consolidated financial statements include the accounts of the Company and all of its subsidiaries. The principal
operating subsidiaries are First Quantum Mining and Operations Limited (“FQMO”) which includes Bwana Mkubwa
(“Bwana”), Compagnie Minière de Sakania SPRL (“Comisa”), Kansanshi Mining Plc (“Kansanshi”), Mauritanian Copper
Mines SARL (“Guelb Moghrein”), Frontier SPRL (“Frontier”), Kingamyambo Musonoi Tailings SARL (“Kolwezi”) and
Kevitsa Mining (“Kevitsa”).

The Company also consolidates entities that are subject to control on a basis other than ownership of a majority of the
voting interests, or variable interest entities. The Company established an independent trust to purchase the common
shares necessary to satisfy the Company’s long-term incentive plan. The Company consolidates the trust as it constitutes
a variable interest entity.

Estimates, risks and uncertainties
The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

Measurement of the Company’s assets and liabilities is subject to risks and uncertainties, including ones related to
reserve and resource estimation; future copper, cobalt, nickel, gold and sulphuric acid prices; estimated costs of future
production; future costs of asset retirement obligations; changes in government legislation and regulations; estimated
future income tax amounts; the availability of financing; and various operational factors.

Foreign currency translation
The functional currency of the Company and all of the Company’s operations is the USD. The Company’s foreign
currency transactions are translated into USD at the rate of exchange in effect at the date of the transaction. Monetary
assets and liabilities are translated using period end exchange rates with any gains and losses included in the determination
of operating results. Non-monetary assets and liabilities are translated using historical rates.

Cash and cash equivalents
Cash and cash equivalents comprise cash at banks and on hand and other short-term investments with initial maturities
of less than three months. It excludes cash subject to restrictions under long-term debt facilities or supplier guarantee
arrangements.

Inventory
Product inventories comprise ore in stockpiles; acid and metal work-in-progress; finished acid; and finished cathode,
metal in concentrate and gold bullion. Product inventories are recorded at the lower of average cost and net realizable
value. Cost includes materials, direct labour, other direct costs and production overheads and amortization of plant,
equipment and mineral properties directly involved in the mining and production processes. Stripping costs related to
production are inventoried as incurred.
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When inventories have been written down to net realizable value, a new assessment of net realizable value is made
in each subsequent period. When the circumstances that caused the writedown no longer exist, the amount of the
writedown is reversed.

Consumable stores are valued at the lower of purchase cost and net realizable value and recorded as a current asset.

Inventories on hand that will not be processed within the one year are classified as long-term.

Investments
The Company’s investment in Carlisa Investment Corp. (“Carlisa”), a privately held entity, has been designated as
available-for-sale. This investment is measured at cost as the fair value is not readily determinable.

Marketable securities have been designated as available-for-sale and are recorded at fair value. Fair values for available-
for-sale investments are determined by quoted market prices at the balance sheet date. Unrealized gains and losses on
available-for-sale marketable securities are recognized in other comprehensive income. If a decline in fair value is
significant or prolonged, it is deemed to be other-than-temporary and the loss is recognized in net earnings. Available-
for-sale investments are recorded as non-current assets unless management intends to dispose of them within 12 months
of the balance sheet date.

Mineral properties and mine development costs
General exploration and associated costs are expensed in the period incurred. Significant property acquisition,
exploration and development costs relating to specific properties are deferred until the project to which they relate
is sold, abandoned, impaired or placed into production.

Property acquisition and mine development costs, including costs incurred during production to increase future output
by providing access to additional reserves, are deferred and depleted on a units-of-production basis over the reserves to
which they relate.

Property, plant and equipment
Property, plant and equipment are recorded at cost less accumulated depletion and amortization. Costs recorded for
plants under construction include all expenditures incurred in connection with the development and construction of the
plants. Interest and financing costs that relate to the project and are incurred during the construction period are capitalized.
No amortization is recorded until the plants are substantially complete and ready for use. Where relevant, the Company
has estimated residual values on certain plant and equipment.

Property, plant and equipment are amortized over the estimated lives of the assets on a units-of-production or straight-line
basis as appropriate.

Pre-production costs
Production costs and revenues related to development projects are deferred until the project achieves commercial
production. These deferred costs are amortized over a five-year period from the commencement of commercial production.
The Company considers commercial production to be achieved when between 65% and 70% of design capacity has
been achieved continuously for a period of at least one week and recoveries are approaching expected levels.
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Asset impairment
The Company performs impairment tests on property, plant and equipment, mineral properties and mine development
costs when events or changes in circumstances occur that indicate the assets may not be recoverable. Where information
is available and conditions suggest impairment, estimated future net cash flows for a mine or development project are
calculated using estimated future prices, mineral resources, and operating, capital and reclamation costs on an undiscounted
basis. When estimated undiscounted future cash flows are less than the carrying value, the project is considered impaired.
Reductions in the carrying value of a mine or development project are recorded to the extent the net book value exceeds
the fair value, typically calculated using market value or discounted estimated future cash flows.

Management estimates of mineral prices, recoverable reserves, and operating, capital and reclamation costs are subject
to certain risks and uncertainties that may affect the recoverability of mineral property costs. Although management has
made its best estimate of these factors, it is possible that changes could occur in the future that could adversely affect
management’s estimate of the net cash flow to be generated from its projects.

Asset retirement obligations
The Company records asset retirement obligations at fair value in the period in which the liability is incurred. Fair value
is determined based on the estimated future cash flows required to settle the liability discounted at the Company’s credit
adjusted risk free interest rate. The liability is adjusted for changes in the expected amounts and timing of cash flows
required to discharge the liability and accreted over time to its full value. The associated asset retirement costs are capitalized
as part of the carrying amount of the related long-lived asset and amortized over the expected useful life of the asset.

Long-term debt
Long-term debt instruments are initially recognized at fair value, net of debt issue costs incurred. Debt instruments
are subsequently recorded at amortized cost. Debt issue costs are included in the balance of the underlying debt and
amortized using the effective interest rate method.

Revenue recognition
The Company produces copper cathode, copper in concentrate, gold and acid. Copper and gold products are sold under
pricing arrangements where final prices are set at a specified future date based on market copper prices. Revenues are
recognized when title and risk pass to the customer using forward prices for the expected date of final settlement.
Changes between the prices recorded upon recognition of revenue and the final price due to fluctuations in copper and
gold market prices result in the existence of an embedded derivative in the accounts receivable. This embedded derivative
is recorded at fair value, with changes in fair value classified as a component of revenue. Gold revenue results from the sale
of gold bullion and gold contained in copper concentrate. Acid revenue is recorded when title has passed to the customer.

Derivatives and hedging
The Company periodically enters into derivative instruments to mitigate exposures to copper and gold commodity
prices, foreign exchange rates, and interest rates. The Company does not apply hedge accounting. Derivative financial
instruments, including embedded derivatives, are held-for-trading and recorded on the balance sheet at fair value with
realized and unrealized gains and losses recorded in net earnings. Fair values for derivative instruments held for trading
are determined using valuation techniques. Valuations use assumptions based on market conditions existing at the
balance sheet date. Realized gains and losses are recorded as a component of operating cash flow.
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Income taxes
Current income taxes are recorded based on estimated income taxes payable for the current year. Future income tax assets
and liabilities are recognized for temporary differences between the tax and accounting bases of assets and liabilities
using substantively enacted tax rates for the period in which the differences are expected to reverse. The amount of
future tax assets recognized is limited to the amount that is more likely than not to be realized.

Stock-based compensation
The Company grants stock options under its stock option plan and performance stock units (“PSUs”) and restricted stock
units (“RSUs”) under its long-term incentive plan to directors and employees. The Company expenses the fair value of
stock options, PSUs and RSUs granted over the vesting period.

The fair value of stock options is determined using an option pricing model that takes into account, as of the grant date,
the exercise price, the expected life of the option, the current price of the underlying stock and its expected volatility,
expected dividends on the stock, and the risk-free interest rate over the expected life of the option. Cash consideration
received from employees when they exercise the options is credited to capital stock.

The fair value of PSUs is determined using a valuation model that takes into account, as of the grant date, the expected
life of the PSU, expected volatility, expected dividend yield, and the risk free interest rate over the life of the PSU, to
generate potential outcomes for stock prices, which are used to estimate the probability of the PSUs vesting at the end
of the performance measurement period.

The fair value of RSUs is determined by reference to the share price of the Company at the date of grant.

Earnings per share
Earnings per share are calculated using the weighted average number of shares outstanding during the period. Shares
acquired under the long-term incentive plan are treated as treasury shares and are deducted from the number of shares
outstanding for the calculation of basic earnings per share. Diluted earnings per share are calculated using the treasury
stock method whereby all “in the money” options, warrants and equivalents are assumed to have been exercised at the
beginning of the period and the proceeds from the exercise are assumed to have been used to purchase common shares
at the average market price during the period.

5. ROYALTIES, WINDFALL TAXES AND EXPORT LEVIES

Royalties, windfall taxes and export levies consist of amounts paid to governments in Zambia, RDC and Mauritania
under the Company’s development agreements, conventions and government legislation.

The Government of the Republic of Zambia (“GRZ”) announced in January 2008 a number of proposed changes to the
tax regime in the country in relation to mining companies. These changes were passed by parliament in late March
and the majority of changes took effect from April 1, 2008. These changes included a new windfall tax on copper sales
revenue based on trigger prices for copper above $2.50/lb or a new variable profit tax of up to 15% of taxable income
where the assessable income to sales ratio exceeds 8% and copper prices are below $2.50/lb; a concentrate export levy
of 15%; an increase in the royalty rate from 0.6% to 3%; an increase in the income tax rate from 25% to 30%; and other
changes including changes in the timing of deductibility of capital allowances and streaming of hedging losses and gains.
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The Company has recorded the liability for these taxes in its accounts for the period ended December 31, 2008 in
accordance with the new legislation and it has also recognized as a receivable an amount in respect of the excess taxes
recoverable in accordance with the Development Agreements and a related recovery in the statement of earnings. The
income tax rate increase, variable profit tax, changes in capital allowance deductions and streaming of hedging gains and
losses have been accounted for as a component of the Company’s calculation of current and future income taxes. The
royalty increase, windfall tax and export levy are accounted for as operating costs.

The Company, through its Zambian subsidiaries, is party to Development Agreements with GRZ for its existing
operations which provide an express right to full and fair compensation for any loss, damages or costs (including
interest) incurred by the Company by reason of the government’s failure to comply with the tax stability guarantees
set out in the Development Agreements, and rights of international arbitration in the event of any dispute. Following
consultation with external legal counsel, the Company assessed there to be a high probability of recovery from the GRZ
of certain payments made in respect of these taxes. Accordingly, the Company has recognized a receivable from the
GRZ for an amount in respect of the expected ultimate repayment of taxes in excess of the taxes permitted under the
Development Agreements. As required by the financial instruments accounting standards, this receivable has been
classified as “loans and receivables” and initially recorded at fair value based on management’s best estimate of the
timing of receipt and amounts due. The receivable will be assessed for impairment in future periods based on changes
in facts and circumstances; any impairment amounts required in future may be material. At December 31, 2008 this
receivable amounts to $127.5 million.

Currently, the Company is seeking to hold discussions with the GRZ to find an alternative solution to arbitration or
litigation to fully resolve all outstanding matters in relation to the tax changes introduced in conflict with the Development
Agreements. The timing and outcome of these discussions is uncertain.

6. ACQUISITION OF SCANDINAVIAN MINERALS LIMITED (“SML”)

In June 2008, the Company acquired all of the outstanding common shares of SML for consideration of CA$9.00 in cash
plus 0.01 common shares of the Company for each SML common share. SML is an international mining company which
owns the 100% owned Kevitsa nickel-copper-PGE project in northern Finland.

The acquisition of SML has been accounted for as an asset purchase. The total purchase cost was $277.6 million comprising:

$

Cash 255.4
Issuance of common shares (a) 19.8
Transaction costs 2.4
Total 277.6

a) The Company issued 284,491 common shares at CA$71.28 per share for the acquisition of SML. The measurement
of the common share component of the consideration is based on the average share price of the Company’s common
shares immediately before and after the date of acquisition.

b) The cash paid to acquire SML including transaction costs less the cash acquired was $214.3 million.
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The allocation of the purchase price to the assets and liabilities acquired is as follows:

$

Assets
Cash 43.5
Restricted cash 23.6
Accounts receivable 0.2
Plant and equipment 14.7
Mineral property 268.5

Liabilities
Accounts payable and accrued liabilities (0.7)
Asset retirement obligation (0.4)
Future income tax liability (71.8)
Net assets acquired 277.6

7. INVENTORY

2008 2007
$ $

Ore in stockpiles (a) 115.0 104.9
Work-in-progress 6.8 7.1
Finished product 46.2 41.4
Total product inventory 168.0 153.4
Less: Non-current portion of ore in stockpiles (b) (note 10) (61.1) (51.0)

106.9 102.4
Consumable stores (c) 164.0 126.0

270.9 228.4

a) During the year, the Company recorded an adjustment of $32.9 million to reduce the Lonshi ore stockpile to reflect
its net realizable value of nil, and $10.7 million to reduce a portion of the Kansanshi ore stockpiles to reflect their net
realizable value of $35.6 million.

b) The non-current portion represents ore in stockpiles that the Company does not anticipate processing in the next
12 months.

c) During the year, the Company recorded an adjustment of $16.9 million to reduce the Bwana plant and Lonshi mine
consumable stores inventory to reflect its net realizable value of nil.

d) During the year, $937.0 million (2007 – $609.4 million) of inventory was expensed in cost of sales.
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8. AVAILABLE-FOR-SALE INVESTMENTS

2008 2007
$ $

Carlisa Investment Corp. – at cost 9.5 9.5
Marketable securities 144.4 547.9
Asset-backed commercial paper 9.6 9.6

163.5 567.0

The following table summarizes the movements in the fair value of available-for-sale financial investments:

2008 2007
$ $

Balance – beginning of year 567.0 42.2
Additions 91.9 284.3
Disposals (1.8) (2.0)
(Loss) gain in fair market value (493.6) 242.4

Balance – end of year 163.5 567.0

a) During the year, the Company considered the decrease in market value of its marketable securities to be other-than-
temporary and recorded the mark-to-market loss in net earnings. The loss of $254.2 million is other-than-temporary
and cannot be recovered if market conditions improve.

9. PROPERTY, PLANT AND EQUIPMENT

2008 2007
$ $

Accumulated Accumulated
Cost amortization Net Cost amortization Net

Plant and equipment 1,170.7 (299.2) 871.5 939.4 (211.0) 728.4
Capital work-in-progress 427.5 – 427.5 142.0 – 142.0
Mineral properties and mine
development costs 733.0 (35.7) 697.3 482.0 (31.9) 450.1

2,331.2 (334.9) 1,996.3 1,563.4 (242.9) 1,320.5

a) During 2008, $8.2 million (2007 – $5.4 million) of interest and financing costs were capitalized.
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10. OTHER ASSETS

2008 2007
$ $

Recoverable taxes (note 5) 127.5 –
Future recoverable variable profit tax (note 14) 41.4 –
Ore in stockpiles (note 7) 61.1 51.0
Derivative instruments (note 19) 9.0 6.6
Future income tax asset (note 14) 8.1 3.2
Prepaid expenses and other 17.0 11.5
Total other assets 264.1 72.3
Less: current portion (150.8) (12.7)

113.3 59.6

11. LONG-TERM DEBT

2008 2007
$ $

Drawn debt facilities
Corporate revolving credit and term loan facility (a) 288.2 298.4
Corporate revolving loan and short-term facilities (b) 50.0 –
Kansanshi subordinated debt facility (c) 36.2 43.1
Kansanshi project completion facility (d) 11.1 19.5
Other 0.2 0.2
Total long-term debt 385.7 361.2
Less: Current portion (139.5) (73.7)

246.2 287.5

Undrawn debt facilities
Corporate revolving credit and term loan facility (a) – 95.0
Corporate revolving loan and short-term facilities (b) 200.0 –

The scheduled future minimum principal repayments are as follows:

$

2009 141.6
2010 91.8
2011 136.0
2012 5.3
2013 5.3
Thereafter 10.6

390.6
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a) Corporate revolving credit and term loan facility
The Company entered into a $400.0 million corporate revolving credit and term loan facility in October 2006.

The facility has three tranches, up to $225.0 million, $125.0 million, and $100.0 million. The total aggregate outstanding
under the facility is not to exceed $400.0 million. Tranche A is repayable in ten equal semi-annual installments commencing
on March 31, 2007; tranche B is repayable in seven semi-annual installments commencing on September 30, 2008; and
tranche C is to be repaid on September 30, 2011. Interest on tranches A and B is calculated at LIBOR plus 2.5%. Interest
on tranche C is calculated at LIBOR plus 2.75%.

The corporate revolving credit and term loan facility has a principal amount outstanding of $292.2 million. The carrying
amount shown above of $288.2 million is net of paid issue and transaction costs of $4.0 million, which are deferred and
amortized over the term of the facility. The collateral includes an assignment of proceeds under various sales contracts
from the sale of copper, copper concentrate and gold at Kansanshi, Bwana, Guelb Moghrein, and Frontier. Cash is
restricted to meet required installments and $40.3 million was recorded as restricted cash at December 31, 2008.

b) Corporate revolving loan and short-term facilities
The Company entered into a $250.0 million loan facility in January 2008 for general corporate purposes and to provide
financing in relation to corporate investments. This facility was drawn as to $227.5 million in June 2008, and $177.5 million
was repaid in August 2008. The principal amount outstanding is repayable in one payment due January 9, 2009. Interest
is calculated at LIBOR plus 2.5%. The loan is collateralized by a first ranking mortgage over the marketable security
investments owned by the Company. A further $22.5 million was drawn under a short-term negative pledge loan facility
in June 2008 and was repaid in August 2008. Interest was also calculated at LIBOR plus 2.5%. The Company utilized
these facilities to finance the acquisition of the shares in Scandinavian Minerals Limited.

Subsequent to year end the Company entered into a new $250.0 million facility, with the same bank, replacing the above
revolving loan facility. Any principal amount drawn under the new facility is due in January 2010. Interest is calculated at
LIBOR plus 4.5%. The loan is collateralized by a first ranking mortgage over the marketable security investments and the
shares of SML and Carlisa owned by the Company.

c) Kansanshi subordinated debt facility
Kansanshi entered into a 34.0 million Euro subordinated debt facility in December 2003 to finance the Kansanshi project.
This facility is repayable in nine equal annual payments commencing October 31, 2007. Interest is calculated annually,
within a range of 3.2% to 13.2%, based on the average LME cash copper price for the preceding calendar year. The
interest rate is at its lower limit at a realized copper price of less than $1,300 per tonne and increases incrementally
until the copper price reaches its $2,200 per tonne upper limit. As this facility is in Euros, the Company has entered
into cross-currency principal swaps to mitigate the effects of movements in the Euro during 2008 (note 19).

The Kansanshi subordinated debt facility has a principal amount outstanding of 26.4 million Euros (2007 – 30.2 million
Euros). The carrying amount is net of issue and transaction costs of 0.6 million Euros. The interest rate on the facility
is indexed to the price of copper resulting in the existence of an embedded derivative. This embedded derivative is
recorded at fair value at each period (note 19), with changes in fair value recorded as a component of net earnings.
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d) Kansanshi project completion facility
Kansanshi entered into the $25.0 million project completion facility in March 2004, which was amended and restated in
2006. This facility was drawn down in 2005 and is repayable in 9 semi-annual installments commencing December 31,
2006. Interest is calculated at LIBOR plus 3.5%. The loan is collateralized by a first ranking mortgage over the shares in
Carlisa owned by the Company.

The Kansanshi project completion facility has a principal amount outstanding of $11.1 million which is equal to its
carrying amount.

Subsequent to year end, Kansanshi repaid the outstanding balance of this facility.

12. OTHER LIABILITIES

2008 2007
$ $

Derivative liabilities (note 19) 34.0 36.5
Kolwezi deferred payment (a) – 7.9
Asset retirement obligations (note 13) 18.8 8.2
Other 9.0 11.0
Total other liabilities 61.8 63.6
Less: current portion (27.0) (23.5)

34.8 40.1

a) Kolwezi deferred payment
The Company holds a 65% controlling interest in the Kolwezi project. Under the terms of the Contract of Association
with the RDC, the contributing owners of the Kolwezi project must pay $15.0 million as consideration for the Tailings
Exploration Rights (“TER”), of which $5.0 million was paid in 2004 and $10.0 million was paid in 2008.

13. ASSET RETIREMENT OBLIGATIONS

The Company has restoration and remediation obligations associated with its operating mines and processing facilities.
The following table summarizes the movements in the asset retirement obligation for the years ended December 31,
2008 and 2007:

2008 2007
$ $

At January 1 8.2 5.0
Obligations incurred and acquired 8.8 2.5
Expenditures – (0.1)
Accretion expense 1.8 0.8
At December 31 18.8 8.2
Less: current portion (0.9) (0.9)

17.9 7.3
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The asset retirement obligations have been recorded initially as a liability at fair value, assuming a credit adjusted risk-free
discount rate between 3.8% and 9.0% and an inflation factor of 4%. The liability for retirement and remediation on an
undiscounted basis before inflation is estimated to be approximately $27.3 million. Payments are expected to occur over
a period of approximately 23 years.

As a result of construction at the Kolwezi project, the acquisition of SML and expansions at Kansanshi, additional asset
retirement obligations of $8.8 million were recognized during the year.

14. INCOME TAXES

The income taxes shown in the consolidated statements of earnings differ from the amounts obtained by applying
statutory rates to the earnings before provision for income taxes due to the following:

2008 2007

Amount Amount
$ % $ %

Earnings before income taxes and minority interest 391.0 834.5
Income taxes at statutory rates 117.3 30 283.7 34
Difference in foreign tax rates (16.3) (4) (107.9) (13)
Non-deductible expenses 53.2 14 3.2 –
Increase in income tax rates (b) 65.9 17 – –
Future recoverable variable profit tax (b) (41.4) (11) – –
Tax losses not recognized and other 68.5 17 3.8 1
Income tax expense 247.2 63 182.8 22
Income tax expense consists of:
Current income taxes 182.3 161.2
Future income taxes 64.9 21.6

247.2 182.8

The significant components of the Company’s future income tax liability are as follows:

2008 2007
$ $

Property, plant and equipment (399.3) (220.3)
Fair value of investments – (36.7)
Operating loss carry-forwards 26.6 16.4
Other 13.5 16.2
Valuation allowance (4.4) –
Net future income tax liability (363.6) (224.4)
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The significant components of the Company’s future income tax asset are as follows:
2008 2007

$ $

Inventory 11.9 –
Property, plant and equipment 12.8 –
Operating loss carry-forwards 85.5 15.6
Other (6.5) –
Valuation allowance (95.6) (12.4)
Net future income tax asset 8.1 3.2

a) Guelb Moghrein is subject to a five-year tax holiday agreement with the Mauritanian government. Guelb Moghrein
will be subject to Mauritanian income taxes on income earned subsequent to February 2011.

b) Included in future income tax liabilities is an amount of $43.3 million relating to variable profit tax (“VPT”) introduced
in Zambia in 2008, which has resulted in an increase in the future effective tax rate from the 30% base income tax
rate for mining companies to 41%. The Company recorded a future recovery on this VPT under its Development
Agreements and offset this against the income tax charge in net earnings as it maintains that these taxes are in excess
of those permitted under its Development Agreement.

c) The Company has the following operating loss carry-forwards that may be available for tax purposes:
i) Canada – $46.9 million (2007 – $34.6 million) expiring between 2009 and 2028;
ii) Zambia – $33.5 million (2007 – $49.7 million) expiring in 2016;
iii) RDC – nil (2007 – $32.6 million).

d) The Company has capital losses available for deduction against future capital gains of $39.1 million (2007 – $45.3 million)
that may be available for tax purposes in Canada. These capital losses have no expiry date.

e) In the normal course of business, the Company may be subject to audit by taxation authorities. These audits may
alter the timing or amount of taxable income or deductions. The amounts ultimately reassessed upon resolution of
issues raised may differ from the amounts accrued.

15. CAPITAL STOCK

a) Common shares
Authorized
Unlimited common shares without par value

Issued
Number of shares

(000’s)

Balance as at December 31, 2006 67,291
Stock options exercised (note 16a) 817

Balance as at December 31, 2007 68,108
Stock options exercised (note 16a) 359
Shares issued on acquisition of SML (note 6) 284

Balance as at December 31, 2008 68,751

Diluted shares outstanding are calculated based on the Company’s weighted average shares outstanding including the
dilutive effect of stock options outstanding.
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b) Treasury shares
The Company established an independent trust to purchase, on the open market, the common shares pursuant to the
long-term incentive plan (note 16b). The Company consolidates the trust as it constitutes a variable interest entity.
Consequently, shares purchased by the trust to satisfy obligations under the long-term incentive plan are recorded as
treasury shares in shareholders’ equity. Generally, dividends received on shares held in the trust will be paid to plan
participants in cash as received.

Number of shares
(000’s)

Balance as at December 31, 2006 282
Shares purchased 277
Shares vested (57)

Balance as at December 31, 2007 502
Shares purchased 126
Shares vested (77)

Balance as at December 31, 2008 551

c) Capital management
The Company’s objectives when managing capital are to continue to provide returns for shareholders, and comply with
lending requirements while safeguarding the Company’s ability to continue as a going concern. The Company considers
the items included in shareholders’ equity to be capital.

The Company manages the capital structure and makes adjustments in light of changes in economic conditions and the
risk characteristics of the Company’s assets. In order to maintain or adjust the capital structure, the Company may adjust
the amount of dividends paid to shareholders, issue new shares, or sell assets to reduce debt.

The Company monitors capital based on the ratio of long-term debt net of available cash (“net debt”) to net debt plus
total capital. Additionally, based on terms of the borrowing facilities, the Company is required to maintain the following:

i) Total capital greater than $400 million
ii) Long-term debt-to-capital ratio less than 150%

The Company’s ratios were calculated as follows:

2008 2007
$ $

Total long-term debt 385.7 361.2
Cash and cash equivalents and restricted cash (216.5) (222.5)
Net debt 169.2 138.7
Total equity 1,400.6 1,586.0
Net debt to net debt plus equity 11% 8%
Long-term debt-to-capital ratio 28% 23%

As at the balance sheet date, the Company was in compliance with its lending requirements.
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16. STOCK-BASED COMPENSATION

Included in general and administrative expense is stock-based compensation expense as follows:

2008 2007
$ $

Share stock option expense (a) (1.6) (3.6)
Long-term incentive plan expense (b) (7.1) (6.2)

(8.7) (9.8)

a) Share stock options
The Company has a stock option plan whereby it may grant up to 6.0 million options to directors and employees.

2008 2007

Weighted average Weighted average
Number of shares exercise price Number of shares exercise price

(000’s) CA$ (000’s) CA$

Outstanding – beginning of year 1,131 20.49 1,996 18.69
Granted – – – –
Exercised (359) 14.06 (817) 14.62
Cancelled (102) 23.58 (48) 23.25
Outstanding – end of year 670 24.12 1,131 20.49

At December 31, 2008, the following stock options were outstanding:

Weighted average Weighted average
Number of shares Exercise price range exercise price remaining life

(000’s) CA$ CA$ (months)

236 $14.61–$17.44 16.00 7
343 $20.88–$29.25 24.10 19
91 $37.41–$59.00 45.24 28
670 24.12 16

Stock options vest over a three-year period. At December 31, 2008, 579,000 stock options were vested and exercisable,
of which 236,000 are in the exercise price range of CA$14.61 – $17.44 per option and 343,000 are in the exercise price
range of CA$20.88 – $29.25 per option.

The Company estimated the fair value of stock options granted using the Black-Scholes option pricing model. Stock
option pricing models require the input of highly subjective assumptions including the expected volatility. Changes
in the assumptions can materially affect the fair value estimate, and therefore, the existing models do not necessarily
provide a reliable measure of the fair value of the Company’s stock options.

The following assumptions were used in the Black-Scholes option pricing model to calculate compensation expense:

Assumptions

Risk-free interest rate 2.02% to 4.38%
Options expected life 3.5 to 4.5 years
Expected volatility 43% to 46%
Expected dividend 1%
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b) Long-term incentive plan
The Company has a long-term incentive plan (the “Plan”), which provides for the issuance of performance stock units
(“PSUs”) and restricted stock units (“RSUs”) in such amounts as approved by the Company’s Compensation Committee.

Under the Plan, each PSU entitles participants, which include directors, officers, and employees, to receive one common
share of the Company at the end of a three-year period if certain performance and vesting criteria, which are based on
the Company’s performance relative to a representative group of other mining companies, have been met. The fair value
of each PSU is recorded as compensation expense over the vesting period. The fair value of each PSU is estimated using
a Monte Carlo Simulation approach. A Monte Carlo Simulation is a technique used to approximate the probability of
certain outcomes, called simulations, based on normally distributed random variables and highly subjective assumptions.
This model generates potential outcomes for stock prices and allows for the simulation of multiple stocks in tandem
resulting in an estimated probability of vesting.

Under the Plan, each RSU entitles the participant to receive one common share of the Company subject to vesting criteria.
Previous RSU grants are vesting in equal tranches over a three-year period. Current year RSU grants will vest fully at the
end of the three-year period. The fair value of each RSU is recorded as compensation expense over the vesting period.
The fair value of each RSU is estimated based on the market value of the company’s shares at the grant date.

2008 2007

Number of Number of
shares shares
(000’s) (000’s)

Performance stock units
Outstanding – beginning of year 189 108
Granted 107 91
Vested – –
Cancelled (12) (10)
Outstanding – end of year 284 189

Restricted stock units
Outstanding – beginning of year 179 177
Granted 124 90
Vested (77) (57)
Cancelled (15) (31)
Outstanding – end of year 211 179

The following assumptions were used in the Monte Carlo Simulation model to calculate compensation expense in respect
of the PSUs granted, which amounted to 20.3% of issue value for 2008 (2007 – 21.9%):

Assumptions

Risk-free interest rate 3.37%
Vesting period 3 years
Expected volatility 53.5%
Expected forfeiture per annum 4%
Expected dividend 0%
Weighted average probability of vesting 23.0%
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17. OTHER EXPENSES / INCOME

2008 2007
$ $

Derivative instrument losses (6.1) (8.7)
Foreign exchange losses (8.1) (3.2)
Interest and sundry income 7.9 10.8
(Loss) gain on sale of investments (0.3) 0.8
Other expenses – (1.7)

(6.6) (2.0)

18. SEGMENTED INFORMATION

The Company’s reportable operating segments are individual mine development projects or operations, being Kansanshi,
GuelbMoghrein, Frontier, Bwana/Lonshi, Kolwezi, Kevitsa and Corporate. Each mine and development project is managed
and reports information separately to the chief operating decision maker.

The corporate segment is responsible for the evaluation and acquisition of new mineral properties, regulatory reporting,
treasury and finance and corporate administration.

For the year ended December 31, 2008, segmented information is presented as follows:

Guelb Bwana/
Kansanshi Moghrein Frontier Lonshi Kolwezi Kevitsa Corporate Total

$ $ $ $ $ $ $ $

Segmented revenues 1,224.5 191.1 287.8 142.8 – – 24.9 1,871.1
Less inter-segment revenues – – – (105.8) – – (24.9) (130.7)
Revenues 1,224.5 191.1 287.8 37.0 – – – 1,740.4
Cost of sales (599.3) (83.8) (182.7) (84.8) – – – (950.6)
Adjustment to net realizable
value of inventory (10.7) – – (49.8) – – – (60.5)

Depletion and amortization (73.8) (15.4) (18.2) (5.9) – – – (113.3)
Zambian taxes recovery 123.5 – – 4.0 – – – 127.5
Operating profit (loss) 664.2 91.9 86.9 (99.5) – – – 743.5
Interest on long-term debt (9.0) (0.1) (12.8) (0.3) – – (9.6) (31.8)
Other including impairment (11.4) (6.2) (0.1) (14.2) – – (288.8) (320.7)
Segmented profit (loss) before
undernoted items 643.8 85.6 74.0 (114.0) – – (298.4) 391.0

Income taxes (217.0) – (29.0) (8.9) – – 7.7 (247.2)
Minority interests (79.9) (16.3) (1.7) – – – – (97.9)
Segmented profit (loss) 346.9 69.3 43.3 (122.9) – – (290.7) 45.9
Property, plant and equipment 594.7 149.4 264.8 43.2 637.8 302.2 4.2 1,996.3
Total assets 1091.3 204.9 312.2 69.5 641.2 311.6 373.8 3,004.5
Capital expenditures 114.8 60.4 48.4 8.1 233.4 302.2 0.5 767.8
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For the year ended December 31, 2007, segmented information is presented as follows:

Guelb Bwana/
Kansanshi Moghrein Frontier Lonshi Kolwezi Kevitsa Corporate Total

$ $ $ $ $ $ $ $

Segmented revenues 1,128.7 227.5 16.1 204.4 – – 17.5 1,594.2
Less inter-segment revenues – – – (37.5) – – (17.5) (55.0)
Revenues 1,128.7 227.5 16.1 166.9 – – – 1,539.2
Cost of sales (339.4) (62.8) (4.8) (137.3) – – – (544.3)
Depletion and amortization (48.6) (15.6) (1.4) (15.6) – – – (81.2)
Operating profit 740.7 149.1 9.9 14.0 – – – 913.7
Interest on long-term debt (7.9) (9.6) (1.9) (0.2) – – (9.3) (28.9)
Other (21.1) (1.0) (0.2) (8.8) – – (19.2) (50.3)
Segmented profit (loss) before
undernoted items 711.7 138.5 7.8 5.0 – – (28.5) 834.5

Income taxes (181.5) – (2.3) (1.3) – – 2.3 (182.8)
Minority interests (105.0) (26.4) – – – – – (131.4)
Segmented profit (loss) 425.2 112.1 5.5 3.7 – – (26.2) 520.3
Property, plant and equipment 531.1 104.9 232.5 42.8 404.2 – 5.0 1,320.5
Total assets 840.3 227.4 298.4 212.5 404.2 – 699.9 2,682.7
Capital expenditures 156.9 12.3 121.7 9.0 13.9 – 11.4 325.2

Capital assets and revenues by geographic segment
The Company’s capital assets, including plant and equipment, capital work-in-progress, mineral properties and mine
development costs, are located in Africa and Europe. Specifically, the Company has capital assets of $637.9 million
in Zambia (2007 – $573.3 million), $902.6 million in the RDC (2007 – $640.8 million), $149.4 million in Mauritania
(2007 – $104.9 million), and $302.2 million in Finland (2007 – nil).

The Company’s revenues by country of origin, are $1,261.5 million from Zambia (2007 – $1,295.6 million), $191.1 million
from Mauritania (2007 – $227.5 million) and $287.8 million from the RDC (2006 – $16.1 million).

19. FINANCIAL INSTRUMENTS

The Company’s activities expose it to a variety of risks arising from financial instruments. These risks, and management’s
objectives, policies and procedures for managing these risks are disclosed as follows:

Fair values
The Company classifies its financial assets as either held for trading, available-for-sale, or loans and receivables. Financial
liabilities are classified as either held for trading, or other financial liabilities.
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Held for trading financial assets and liabilities are recorded at fair value as determined by active market prices and
valuation models, as appropriate. Valuation models require the use of assumptions concerning the amount and timing of
estimated future cash flows and discount rates. In determining these assumptions, the Company uses readily observable
market inputs where available or, where not available, inputs generated by the Company. Changes in fair value of held
for trading financial instruments are recorded in net earnings.

Available-for-sale financial assets are recorded at fair value as determined by active market prices. Unrealized gains
and losses on available-for-sale investments are recognized in other comprehensive income. If a decline in fair value is
deemed to be other-than-temporary, the unrealized loss is recognized in net earnings. Investments in equity instruments
that do not have an active quoted market price are measured at cost.

Loans and receivables and other financial liabilities are recorded initially at fair value, net of transaction costs incurred,
and subsequently at amortized cost using the effective interest rate method.

The following provides a comparison of carrying and fair values of each classification of financial instrument as at
December 31, 2008:

Other
Loans and Available- Held for financial Total carrying Total fair
receivables for-sale trading liabilities amount value

$ $ $ $ $ $

Financial assets
Cash and cash equivalents – 176.2 – – 176.2 176.2
Restricted cash – 40.4 – – 40.4 40.4
Accounts receivable (a) 93.2 – – – 93.2 93.2
Recoverable taxes (note 5) 127.5 – – – 127.5 127.5
Derivative instruments – – 9.0 – 9.0 9.0
Investments
At cost (b) – 9.5 – – 9.5 –
At fair value – 154.0 – – 154.0 154.0

Financial liabilities
Accounts payable and accrued liabilities – – – 479.5 479.5 479.5
Derivative instruments – – 34.0 – 34.0 34.0
Long-term debt – – – 385.7 385.7 385.7
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The following provides a comparison of carrying and fair values of each classification of financial instrument as at
December 31, 2007:

Other
Loans and Available- Held for financial Total carrying Total fair
receivables for-sale trading liabilities amount value

$ $ $ $ $ $

Financial assets
Cash and cash equivalents – 200.0 – – 200.0 200.0
Restricted cash – 22.5 – – 22.5 22.5
Accounts receivable (a) 272.0 – – – 272.0 272.0
Derivative instruments – – 6.6 – 6.6 6.6
Investments
At cost (b) – 9.5 – – 9.5 –
At fair value – 557.5 – – 557.5 557.5

Financial liabilities
Accounts payable and accrued liabilities – – – 232.1 232.1 232.1
Derivative instruments – – 36.5 – 36.5 36.5
Long-term debt – – – 361.2 361.2 361.2

a) Accounts receivable
Copper products are sold under pricing arrangements where final prices are set at a specified future date based on
market copper prices. Changes between the prices recorded upon recognition of revenue and the final price due to
fluctuations in copper market prices give rise to an embedded derivative in the accounts receivable. This derivative
is classified as held for trading and recorded at fair value, with changes in fair value recognized as a component of
revenue.

b) Investments – at cost
The Company’s investment in Carlisa, a privately held entity, is measured at cost as the fair value is not readily
determinable.

Financial risk management
Credit risk
The Company’s credit risk is primarily attributable to cash and bank balances, short-term deposits, derivative
instruments and accounts receivable.

The Company limits its credit exposure on cash held in bank accounts firstly by holding its key transactional bank
accounts with banks of investment grade and reputable name. As the Company has its operations in developing
countries, it is unavoidable that some cash is held with regional banks in areas where the banking system does not
operate as efficiently as in major financial centres. In these circumstances, the Company ensures that only minimal
balances are kept with such banks.
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The Company manages its credit risk on short-term deposits by only investing with counterparties that carry investment
grade ratings as assessed by external rating agencies. Under the Company’s risk management policy, allowable counter-
party exposure limits are determined by the level of the rating unless exceptional circumstances apply. A rating of “A-”
grade or equivalent is the minimum allowable rating required as assessed by international credit rating agencies. Likewise,
it is the Company’s policy to deal with banking counterparties for derivatives who are rated “A-” grade or above by
international credit rating agencies and graduated counterparty limits are applied depending upon the rating.

Exceptions to the policy for dealing with relationship banks with ratings below “A-” are explicitly reported to, and
approved by, the Audit Committee.

The Company’s credit risk associated with trade accounts receivable is managed through establishing long-term
contractual relationships with international trading companies using industry-standard contract terms. More than 95%
of the Company’s product sales and accounts receivable are generated from four customers, each representing greater
than 10% of the total sales for the year. Other accounts receivable consist of amounts owing from government
authorities in relation to the refund of value-added taxes applying to inputs for the production process and capital
expenditures. Included within other assets are amounts receivable for the repayment of taxes in excess of those
permitted under the Company’s contractual Development Agreements with the Government of Zambia (note 5).

Significant credit risk exposures to any single counterparty or group of counterparty having similar characteristics are
as follows:

December 31, 2008
$

Bank deposits
Standard Chartered Bank 159.8
Fortis Bank 15.1
Mitsui Bank 12.2
HSBC 10.0
Nordea Bank 6.4
Commonwealth Bank of Australia 4.6
Stanbic Bank 3.4

Accounts receivable
Commodity traders and smelters 54.0
Government authorities – refundable VAT 28.8

Other assets
Government of the Republic of Zambia – recoverable taxes (note 5) 127.5

The carrying amount of financial assets recorded in the financial statements, net of any allowances for losses, represents
the Company’s maximum exposure to credit risk.

Liquidity risk
The Company manages liquidity risk by maintaining cash and cash equivalent balances and available credit facilities to
ensure that it is able to meet its short-term and long-term obligations as and when they fall due. Company-wide cash
projections are managed centrally and regularly updated to reflect the dynamic nature of the business and fluctuations
caused by commodity price and exchange rate movements.
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In addition, the Company is obligated under its corporate revolving credit and term loan facility to maintain liquidity
and satisfy various ratio tests on an historical and prospective cash flow basis. These ratios were in compliance during
the year ended December 31, 2008.

The Company renewed the $250 million corporate revolving loan facility in January 2009. The renewed facility matures
in January 2010 and is available for corporate purposes. As at December 31, 2008, the original facility was drawn to
$50 million. In January 2009 this amount was repaid and $150 million was drawn under the renewed facility.

Upon completion of the revisitation process for the Kolwezi project (note 22), the Company intends to finalize long-term
project financing for the development of the project in accordance with the provisions of the amended Contrat D’Association.
The project debt, when available, will be used to repay the funding provided by the contributing equity partners to date.
The balance of funding will be provided by way of subordinated shareholder loans. A syndicate of commercial and
development banks was mandated in early 2008 to provide a $450 million facility for the development of the project.

In addition, the Company is entitled to a pro-rata reimbursement of capital costs incurred to date on the Kolwezi project
from the other contributing partners in the project upon declaration of financial close as defined in the Contrat D’Association,
or those contributing partners will be required to dilute their ownership interests.

Contractual obligations as at December 31, 2008 are as follows:

Total < 1 year 1 – 2 years 2 – 3 years 3 – 4 years 4 – 5 years Thereafter
$ $ $ $ $ $ $

Long-term debt 390.6 141.6 91.8 136.0 5.3 5.3 10.6
Accounts payable 279.6 279.6 – – – – –
Deferred payments 6.9 5.2 0.5 0.4 0.4 0.4 –
Commitments 216.2 216.2 – – – – –
Asset retirement obligations 18.8 0.9 – – – – 17.9
Total 912.1 643.5 92.3 136.4 5.7 5.7 28.5

Market risks
a) Commodity price risk
The Company is subject to revenue price risk from fluctuations in the market prices of copper, cobalt and gold. The
Company is also exposed to commodity price risk on diesel fuel through its mining operations. The Company’s risk
management policy allows for the management of these exposures through the use of derivative financial instruments.
The use of commodity derivatives is based on practices and parameters set by the Company’s Board of Directors
(“Board”). The Board has authorized entering into gold derivatives to cover gold price exposure of up to a target of 50%
in a two-year horizon and up to a target of 25% for years three to five. The Board has also authorized hedging of diesel
up to a target of 50% in a two-year horizon. As at December 31, 2008, the Company had not entered into any diesel or
copper derivative contracts.

The Company’s commodity price risk related to financial instruments primarily relates to changes in fair value of
embedded derivatives in accounts receivable reflecting copper and gold sales provisionally priced based on the forward
price curve at the end of each quarter; the embedded copper derivative in the Kansanshi subordinated debt facility; and
existing gold put and call option and forward contracts.
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The following table shows the impact on net earnings from changes in the fair values of financial instruments of a
10% change in the copper and gold commodity prices, based on December 31, 2008 prices. There is no impact of these
changes on other comprehensive income except indirectly through the impact on the fair value of the available-for-sale
investments. The impact of a 10% movement in commodity prices is as follows:

Impact of price change on net earnings
December 31, 2008 10% increase 10% decrease

Accounts receivable
Copper
Provisional tonnes 79,293
Average forward price ($/tonne) $2,929 14.6 (14.6)
Gold
Provisional ounces 17,496
Average forward price ($/oz) $883 0.9 (0.9)

Derivative instruments
Copper
Embedded derivative in debt facility (note 11c)
Average forward price ($/tonne) – –
Gold
Forward sales contracts (ounces) 38,028
Average forward price ($/oz) $400 (1.9) 1.9

Bought put options (ounces) 56,628
Average strike price ($/oz) $498 (0.3) 0.4

Sold call options (ounces) 18,600
Average strike price ($/oz) $1,040 (0.4) 0.3

At year end no commodity hedging in respect of copper production had been undertaken. Subsequent to December 31,
2008, the Company has initiated a defensive strategy of hedging up to 50% of targeted copper production for the
seven-month period ended July 31, 2009 to protect against downside risk.

The Company used a producer put and call option – a zero premium cost strategy so that a floor price at the put option
price is achieved and upside participation is capped at the call option strike level. The hedged price is between the put
and call option strikes and to date, 83,500 tonnes has been hedged for the months of January 2009 through July 2009
inclusive at an average put strike of $1.46 per pound ($3,225 per tonne) and an average call strike of $1.64 per pound
($3,626 per tonne).

b) Interest rate risk

The Company’s interest rate risk arises primarily from the interest received on cash and short-term deposits and interest
paid on floating rate borrowings. The floating rate deposits and borrowings expose the Company to cash flow interest
rate risk.
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Deposits are invested on a short-term basis to enable adequate liquidity for payment of operational and capital expenditures.
To date no interest-rate management products, such as swaps, are used in relation to deposits, as the deposits have
provided a natural hedge against floating rate borrowings.

The Company manages its cash flow interest rate risk on borrowings on a net basis after first recognizing the natural
hedge arising from floating rate deposits. The Company has a policy allowing floating-to-fixed interest rate swaps
targeting 50% of exposure over a five-year period. As at December 31, 2008 the Company had entered into floating-to-
fixed interest rate swaps over $50.4 million of principal maturing in the period to March 2010 at an average fixed interest
rate of 1.90% per annum.

The impact on a full year net earnings of a 1% change in LIBOR would be as follows:

Impact of LIBOR change on net earnings
December 31, 2008 1% increase 1% decrease

$ $ $

Interest-bearing deposits 189.7 0.7 (0.7)
Floating rate borrowings 349.2 (3.7) 3.7

c) Foreign exchange risk

The Company’s functional and reporting currency is U.S. dollars (“USD”). As virtually all of the Company’s revenues
are derived in USD and the majority of its business is conducted in USD, foreign exchange risk arises from transactions
denominated in currencies other than USD. Commodity sales are denominated in USD, the majority of borrowings are
denominated in USD and the majority of operating expenses are denominated in USD. The Company’s primary foreign
exchange exposures are to the local currencies in the countries where the Company’s operations are located, principally
the Zambian kwacha (“ZMK”) and Euro (“EUR”); to the local currencies of suppliers who provide capital equipment for
project development, principally the Australian dollar (“AUD”) and South African rand (“ZAR”); and to the EUR as a
result of the EUR denominated Kansanshi subordinated debt facility.

The Company’s risk management policy allows for the management of exposure to local currencies through the use
of financial instruments at a targeted amount of up to 75% for committed exposures within one year down to 25% for
estimated exposures in five years.

As at December 31, 2008, the Company sold forward $2.4 million against the ZAR through spot and forward contracts.
The Company also has in place an option program comprising bought puts and sold calls totalling $56.8 million to cover
a portion of its AUD, ZAR and ZMK exposure in 2009. In addition, the Company has sold $12.0 million against AUD
and ZAR through a multi-currency option. The options mature at monthly intervals during 2009, the final contract
maturing in December. The Company has also managed its exposure to the EUR through the use of cross-currency
swaps matched to the outstanding principal of the Kansanshi subordinated debt facility (note 11c).

As at December 31, 2008, with other variables unchanged, a $0.01 change in value of the USD against the currencies to
which the Company is normally exposed (ZMK, EUR, ZAR and AUD) would have no significant impact on net earnings
resulting from the use of financial instruments.
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Derivative financial instruments
As at December 31, 2008, the following derivative positions were outstanding:

Fair value Fair value
Maturity Maturity December 31, 2008 December 31, 2007

2009 2010 Total Asset Liability Asset Liability

Gold
Forward sales contracts (ounces) 38,028 – 38,028 – (19.1) – (29.1)
Average forward price ($/oz) $400 – $400

Bought put options (ounces) 38,028 18,600 56,628 2.2 – – –
Average strike price ($/oz) $350 $800 $498

Sold call options (ounces) – 18,600 18,600 – (2.1) – –
Average strike price ($/oz) – $1,040 $1,040

Foreign exchange
Foreign exchange spot and forward
sales contracts – USD equivalent 2.4 – 2.4 0.2 – – –

Foreign exchange bought put
options– USD equivalent 56.8 – 56.8 2.0 – – –

Foreign exchange sold call
options – USD equivalent 68.8 – 68.8 – (4.6) – –

Cross-currency swap (note 11c) 4.6 6.6 –

Interest rate
Floating to fixed interest rate
swap – principal 35,750 10,571 – (0.2) – –

Average fixed interest rate 1.90% 1.90%

Other
Embedded derivative (note 11c) – (8.0) – (7.4)

9.0 (34.0) 6.6 (36.5)
Copper embedded derivative
(tonnes) 79,293 – 79,293
Average price ($/tonne) $2,929 – $2,929

Gold embedded derivative
(ounces) 17,496 – 17,496
Average price ($/oz) $882 – $882

a) Derivative assets are presented in other assets and derivative liabilities are presented in other liabilities with the
exception of copper and gold embedded derivatives which are included in accounts receivable.
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20. SUPPLEMENTARY CASH FLOW INFORMATION

Cash and cash equivalents comprise the following:

2008 2007
$ $

Cash on hand and balances in bank 148.9 150.3
Short-term investments 27.3 49.7

176.2 200.0

During the year ended December 31, 2008, the Company paid interest of $50.7 million (2007 – $27.8 million) and taxes
of $170.8 million (2007 – $154.5 million).

21. COMMITMENTS

In conjunction with the development of Kolwezi and Kevitsa, upgrades at Frontier, Guelb Moghrein and other projects,
the Company has committed to approximately $216.2 million in capital expenditures.

22. CONTINGENCIES

The Government of the RDC (“GRDC”) announced during 2007 a review of over 60 mining agreements entered into
over the last decade with foreign companies. The Kolwezi mining convention was included in this review and in
February 2008 formal notification of the outcome of the review was received by the Company. The notification listed a
number of conditions to be met by the Company. The Company has legal advice that the convention is valid and binding
and that Kingamyambo Musonoi Tailings SARL (“KMT”) (65% owned by the Company) has complied with all its terms.
The convention provides a dispute resolution mechanism through international arbitration.

Over the past months, the Company and its contributing partners attended several meetings with La Générale Des
Carrières et Des Mines (“Gécamines”) (the state-owned mining agency of the RDC) and Government representatives
on the review of the Contrat D’Associationmining convention. No agreement has been reached to date but the Company
is encouraged that the process appears to be nearing conclusion.

Public announcements by the GRDC and other companies involved in the review process indicate that outcomes on
other conventions have ranged from their full cancellation to changes in contract terms involving one or more of increased
up-front payments; increased royalties or management fees; transfer of part ownership to government agencies; conduct
of social programs; and increased management involvement by government bodies or representatives.

The outcome of the review process in respect of the Contrat D’Association remains uncertain and may have a material
impact on the Company’s interest in the project.

The carrying value of the Kolwezi development project is $637.8 million and is comprised of the initial acquisition cost
of $387.6 million and capital expenditures of $250.2 million.
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