
2007 
ANNUAL REPORT

 



Copper
Production

(tonnes)

Revenue 
($ millions)

Operating* 
Cash Flow
($ millions)

Earnings 
($ millions)

First Quantum Minerals Ltd. (“First Quantum” or “the Company”) is focused
on its core expertise of discovering, developing and operating copper mines
throughout the world. 

The Company has operations in the Central African Copperbelt region of
Zambia and the Democratic Republic of Congo (“DRC”), and in Mauritania.

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. 

Unless otherwise noted, all amounts in this Annual Report are expressed in United States dollars.
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HIGHLIGHTS

Key features for the year

• Net earnings of $520.3 million or $7.72 per share, up 30% from 2006

• Record operating cash flow before working capital of $771.8 million or 
$11.45 per share

• Record copper production of over 226,000 tonnes following expansion at 
Kansanshi, full year of operations at Guelb Moghrein and start-up at Frontier

• Record copper sales increased 30% to over 223,900 tonnes compared to 2006

• Net sales increased 41% compared to 2006

Near term outlook

• Copper production for 2008 estimated to grow by 37%, to approximately 
310,000 tonnes

• Smelter and power capacity in Zambia likely to remain issues during 2008

• Q1 2008 results dependent on extent of power and wet season disruptions

• Resolution of current uncertainties being sought with the governments of DRC 
and Zambia

Longer term outlook

• Kansanshi expansion project and gold plant construction will drive further
improvements in production

• Guelb Moghrein gold plant modifications underway will improve gold recoveries

• Kolwezi project approved and under construction

• Copper production profile over the five years 2009-2013 is expected to average
222,000 tonnes at Kansanshi, 43,000 tonnes at Guelb Moghrein and 81,000 tonnes
at Frontier as a result of planned expansions
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First Quantum is a growing mining and metals company whose principal activities include
mineral exploration, development and mining. The Company produces LME grade “A” copper
cathode, copper in concentrate, gold and sulphuric acid. 

The Company's operations in Zambia include the 100% owned Bwana Mkubwa SX/EW facility
and sulphuric acid plants and the 80% owned Kansanshi open pit copper-gold mine. First
Quantum also holds strategic investments in Zambia through Mopani Copper Mines (16.9%)
which operates the Nkana underground copper mine and cobalt refinery, and the Mufulira
underground copper mine, smelter and copper refinery. In addition, the Company acquired a
17.3% interest in Equinox Minerals Ltd. which is developing the Lumwana copper mine.

In the Democratic Republic of Congo, First Quantum operates the 100% owned Lonshi open pit
copper mine which provides oxide copper ore for processing at Bwana Mkubwa, a 95% interest
in the Frontier copper deposit, and a 65% interest in the Kolwezi copper-cobalt tailings project.

In Mauritania, First Quantum operates the 80% owned Guelb Moghrein copper gold mine.

95% 80% 65% 100% 17.3% 16.9%
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SHAREHOLDER INFORMATION

First Quantum common shares are listed on the Toronto Stock Exchange under the symbol
“FM” and also trade on the London Stock Exchange under the symbol “FQM”. Equity options
of the Company are listed on the Montreal Exchange under the root symbol “FM”. First
Quantum is a member of the Standard & Poor’s/Toronto Stock Exchange Composite Index.

First Quantum Share Price
Toronto Stock Exchange

CDN$
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COPPER, THE RED METAL
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COPPER, THE RED METAL

Copper has been used for over 7,000
years. Worldwide copper consumption
continues to increase every year.

Copper is traded around the world, with
the principal trading occurring on the
London Metal Exchange.

Commercial sources of copper are found in
deposits formed under the earth’s surface as
the result of early volcanic disturbances.
Primary ores, called sulphide ores, formed
when molten solutions flowed into the
earth’s crust. Secondary ores, called oxide
ores, were formed as weather and other
natural forces altered ancient rocks. Both
sulphide and oxide ores are mined and
processed to extract copper metal. After
hundreds of years of exploration and mining,
new copper deposits are becoming much
more difficult to find.

Wiring – Connecting the World

Copper has several important properties:
high ductility, malleability and electrical
conductivity, each of which make it a
“natural” for electrical wiring. More than any
other non-precious metal, it is the best
conductor of electricity, packing more power
into a given diameter of wire than any
substitute material. Electrical uses include
power transmission and generation, wires for
residential and commercial buildings,
telecommunications and electrical products.

Plumbing, Heating and Cooling

For the last 100 years, copper tubing has
been the most reliable and cost effective
option for distributing water to and
throughout residential and commercial
buildings. Copper tubing is also widely used
in air conditioning and refrigeration systems
due to its high thermal conductivity, which is
about eight times more efficient than that of
aluminum tubing.

Technology – Computer Chips

Manufacturers of computer chips rely on
copper to link transistors. By substituting
higher conductivity copper for aluminum,
chip makers can create more efficient and
faster products. In addition to increasing a
chip’s speed, use of copper helps limit heat
generation, a problem which will grow as
more circuits are packed into a single chip.

Automobiles

There are more than 55 pounds of copper in
a typical U.S.-built automobile: about 45
pounds for electrical and about 10 pounds
for non-electrical components. Thanks to
continuing improvements in electronics and
the addition of power accessories, today's
luxury autos, on average, contain some 1,500
copper wires totalling about one mile in
length. New hybrid cars contain approximately
100 pounds of copper. In 1948, the average
family car contained only about 55 wires with
an average total length of 150 feet. 
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LETTER TO SHAREHOLDERS

During 2007 First Quantum continued to grow. Declining copper production at Bwana Mkubwa
was more than offset by full year production results at Guelb Moghrein, increased production
output at Kansanshi and the commencement of commercial production at the Frontier deposit.
Copper production increased to 226,693 tonnes, up more than 24% over 2006. Gold production
increased by 201% compared to 2006, to 100,689 ounces. 

Commodity prices continued to be strong in 2007, with the Company achieving an average
realized copper price of $2.98 per pound and $696 per ounce of gold for the year. 

Increased production together with higher achieved metal prices, resulted in record revenues of
$1.5 billion, operating cash flow of $772 million, and earnings of $520 million for the year. 

Philip K.R. Pascal, Chairman & CEO
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LETTER TO SHAREHOLDERS

Dividends paid to shareholders in 2007 totalled Cdn $0.77 per share, which represents a 114%
increase over 2006. In May 2008, a further dividend of Cdn $0.54 per share will be paid in respect
of the Company’s financial performance in 2007. In addition to the dividend, our shareholders
were also rewarded with a 36% increase in First Quantum’s share price during the year.

Both copper and gold production are expected to climb in 2008, to 310,000 tonnes and
157,000 ounces respectively, continuing our track record of consistent year-over-year growth. 
As we enter 2008, copper and gold prices have reached historic highs, which should contribute
to another exceptional year for First Quantum in 2008.

As I point out every year, our achievements over the last several years are a credit to the qualities
of our excellent team of technical professionals 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.

Challenges ahead

Each year in my letter to shareholders, I try to provide some insight into the challenges faced by
the Company.

Scarcity of human capital – The mining industry continues to suffer from an acute shortage of
qualified people at all levels. Suppliers of equipment and services suffer from the same constraints.

Strained infrastructure – In recent months, Sub Sahara Africa has been plagued with electricity
shortages, resulting in rolling power disruptions in Zambia. This has required “power shedding”
at First Quantum operations, which has the potential to affect output. Furthermore, the power
issues impact the already strained smelting capacity in the Copperbelt. Smelter capacity will
only become a bigger problem as concentrate production increases from new mines and mine
expansions in 2008. Concentrate producers will become more reliant on the export of
concentrates to smelters outside Zambia, putting further pressure on transportation systems.

Long lead delivery times for capital items – The procurement of mining and processing
equipment continues to be difficult, with large capital items requiring order lead times in some
cases of more than two years.

Local political issues and impacts – The political environments in the countries in which First
Quantum operates are changing. With the improvement in commodity prices, the aspirations of
people change. Political pressure is brought to bear on the government to seek more from the
companies operating in their country. This can be difficult to resist.
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LETTER TO SHAREHOLDERS
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The Government of the Republic of Zambia (“GRZ”) announced in January 2008 a number of
proposed changes to the tax regime in the country, particularly in relation to mining companies.
These changes, if enacted as proposed and if applicable to the Company, could result in higher
tax payments , which may be material at current commodity prices and are likely to discourage
further investment in both new and existing projects. The Company has entered into
Development Agreements with GRZ on existing operations, which provide for stability in the
regulatory environment, including taxation, and rights of international arbitration in the event of
any dispute. The impact of the changes proposed on the Company is uncertain and the
Company is seeking clarification of this issue.

The Government of the Democratic Republic of Congo (“DRC”) 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 on February 19, 2008 formal
notification of the outcome of the review was received by the Company. The notification lists a
number of conditions to be met by the Company. The Company has advice that the convention
is valid and binding and that KMT has complied with its terms. The convention also provides a
dispute resolution mechanism through international arbitration. The Company has liaised with
its financially contributing partners in KMT, the IFC and IDC, and responded to the notification.
We expect to meet shortly with a committee newly appointed to review these matters. The
Company is confident that the DRC authorities will respect the the Kolwezi mining convention
as the original negotiations were conducted transparently and correctly with the involvement of
IFC and IDC.

Review of Operations

Kansanshi Copper-Gold Mine
The construction works for the Kansanshi sulphide circuit expansion to an annual throughput in
excess of 12 million tonnes are well advanced. Completion and commissioning are expected
during the first half of 2008.

Kansanshi is proceeding with the construction of a fourth 35,000 tonne per year electrowinning
tank house to bring electrowinning capacity to 140,000 tonnes of copper cathode per year.
Construction completion is expected in the second half of 2008, with commissioning of the new
tank house to occur approximately midyear.

Operation of the High Pressure Leach (HPL) facility continued in the fourth quarter of 2007 and
concentrated on Autoclave #1. This autoclave’s metallurgical performance is excellent and has
exceeded its design expectation. Efforts were concentrated on obtaining steady state operating
data, and to continue with mechanical improvements which will result in maximizing continuous
and reliable run time. Autoclave #2 returned to service in January 2008, incorporating various
component improvements. Both autoclaves are expected to be fully operational at a throughput
capacity of 8,500 tonnes per month by the end of the first quarter. Actual throughput will be
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LETTER TO SHAREHOLDERS

dependent on management decisions to optimize production in the light of electrowinning
capacity and power availability.

Guelb Moghrein Copper-Gold Mine
Guelb completed its first full year of operation, producing 28,755 tonnes of copper and 59,892
ounces of gold at low cost. Investigations into expanding the processing facility to 45,000
tonnes of copper per year are underway.

Frontier Copper Mine
The Frontier mine began commercial production on November 2, 2007.

Bringing the Frontier mine into production could not have been achieved without the
cooperation of the Governments of the DRC and Zambia and their support for new investment
in the mining industry. Frontier will provide an important economic engine for the Katanga
province providing employment for the local people and support for local businesses as well as
a solid tax base for the national and provincial governments. First Quantum's $226 million
investment in Frontier represents the Company's long term commitment to the DRC as
investors in the mining sector.

Bwana Processing Centre/Lonshi Copper Mine
The Lonshi oxide reserve should be exhausted in the third quarter 2008. Studies are underway
to modify the Bwana plant for use in the treatment of cobalt ores, and processing of copper
concentrates.

Kolwezi Copper-Cobalt Deposit
The Kolwezi Project received board approval in November 2007, and implementation has
commenced. Detailed design is in progress and is approximately 25% complete. Construction
of infrastructure items has started on site. These include the power supply, water supply, road
access, aggregate crusher, construction camp, site housing and site buildings. 

A number of major equipment packages have been awarded, and construction contracts have
been let for earthworks, concrete works and site erected tankage. Approximately $120 million
of the project budget had been committed at year end. Significant work is being undertaken
during this current wet season to prepare the site (especially in terms of availability of
construction equipment and tools), to ensure that an efficient and effective start on process
plant construction is made from commencement of the dry season 2008 (nominally April onwards).
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Kashime
Kolwezi
Frontier
Guelb Moghrein
Bwana Mkubwa/Lonshi
Kansanshi

46

70

25

451

2011(e)*

377

323
310

226
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*2010-2011 estimates assume positive production decision,
timely approval and construction of Kolwezi and Kashime
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Outlook

The Company expects to produce approximately 310,000 tonnes of copper in 2008 made up of
approximately 181,000 tonnes from Kansanshi, 84,000 tonnes from Frontier, 33,000 tonnes from
Guelb Moghrein and 12,000 tonnes from Bwana/Lonshi.

The Company is investing heavily in additional capacity at its existing production facilities which
should result in continuing production growth over the next five years to 2013 as follows:

• Kansanshi – up 22% on 2008 planned production to 222,000 tonnes;
• Guelb Moghrein – up 30% on 2008 planned production to 43,000 tonnes;
• Frontier – up 20% on 2008 planned production at 84,000 tonnes.

Over this period, the Company expects production will rise even further as a result of new
operations (Kolwezi and Kashime) brought on stream.

The Company will continue to develop a pipeline of development projects which will ensure
future growth. Exploration efforts will focus in the Copperbelt where we have had considerable
success in the past, as well as in Mauritania surrounding the Guelb Moghrein mine. Finally, we
will maintain our strategy of seeking acquisition opportunities to which First Quantum can add
value both through our strong financial position and technical expertise.

Potential Copper Production Profile
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LETTER TO SHAREHOLDERS

Objectives For 2008

Like preceding years, 2008 will be a very busy one for the Company with new projects coming
on stream and others commencing construction. Our objectives for 2008 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

• Kansanshi – complete expansion of both oxide and sulphide circuits
• Guelb Moghrein – begin plant expansion construction
• Frontier – debottleneck and increase production
• Kolwezi – finalize engineering design and continue construction
• Kashime – complete resource and engineering study
• Exploration – continue to evaluate prospects in Zambia, the DRC and Mauritania
• Acquisitions – pursue opportunities to diversify both geographically and across

commodity lines 

A Message of Thanks

I would like to thank all of those who have contributed to the success of First Quantum during
2007. While our employees, with their management and technical expertise, have been the
main engine for our growth, we also acknowledge the important role played by the
governments of Zambia, the DRC and Mauritania.

Finally, I would like to thank the members of the Board for their diligence, support and
enthusiasm.

Philip K. R. Pascall
Chairman & CEO
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2007 2006 2005 2004 2003

Restated Restated

Financial Results (US$ millions)

Revenue $1,539.2 $1,094.5 $444.6 $113.5 $60.4
Operating Profit $913.7 $749.8 $258.4 $48.9 $11.4
Net earnings $520.3 $399.4 $154.5 $28.0 $4.6

Cash Flow

Operating Cash Flow
(before operating working capital) $771.8 $564.2 $236.8 $46.3 $18.1

Net capital expenditures and investments $610.3 $320.8 $175.8 $206.1 $40.3
Repayment of principal on long term debt $55.7 $251.5 $39.8 $17.4 $29.5

Financial Position 

Total Assets $2,682.7 $1,719.7 $745.8 $473.1 $162.1
Total Liabilities (incl minority interest) $1,096.7 $799.9 $434.7 $315.2 $80.5
Shareholders’ Equity $1,586.0 $919.8 $311.1 $157.8 $81.6
Weighted average shares outstanding 67,394 65,088 61,498 60,123 50,668

Per Share

Operating Cash Flow
(before operating working capital) $11.45 $8.67 $3.84 $0.77 $0.36

Earnings per share $7.72 $6.14 $2.51 $0.47 $0.09
Dividends $0.77 $0.36 – – –

FINANCIAL HIGHLIGHTS



2007 ANNUAL REPORT 13

2007 2006 2005 2004 2003

Summary

Copper Production (tonnes) 226,693 183,277 119,117 41,546 29,513
Realized copper price (US$/lb)

(1)
$2.98 $2.82 $1.66 $1.13 $0.75

Cash cost copper (US$/lb)
(2)

$1.04 $0.87 $0.67 $0.46 $0.44
Total cost copper (US$/lb)

(2)
$1.27 $1.09 $0.86 $0.62 $0.62

Gold sold (ounces) 100,689 33,497 14,266 – –
Sulphuric acid sold (tonnes) 2,080 2,363 22,327 66,460 75,228

Kansanshi Mine

Copper Production (tonnes) 163,824 127,179 69,579 – –
Cash cost copper (US$/lb)

(2)
$0.90 $0.91 $0.63 – –

Total cost copper (US$/lb)
(2)

$1.04 $1.09 $0.79 – –
Gold sold (ounces) 40,797 30,751 14,266 – –

Guelb Moghrein Mine

Copper Production (tonnes) 28,755 5,031 – – –
Cash cost copper (US$/lb)

(2)
$0.65 $1.69 – – –

Total cost copper (US$/lb)
(2)

$1.15 $2.18 – – –
Gold sold (ounces) 59,892 2,746 – – –

Frontier Mine

Copper Production (tonnes) 8,712 – – – –
Cash cost copper (US$/lb)

(2)
$1.29 – – – –

Total cost copper (US$/lb)
(2)

$1.59 – – – –

Bwana/Lonshi Mine

Copper Production (tonnes) 25,402 51,068 49,538 41,546 29,513
Cash cost copper (US$/lb)

(2)
$2.24 $0.76 $0.68 $0.46 $0.44

Total cost copper (US$/lb)
(2)

$2.63 $1.04 $0.93 $0.62 $0.62
Sulphuric acid sold (tonnes) 2,080 2,363 22,327 66,460 75,228

(1)  The realized copper price is calculated by deducting treatment and refining charges and freight parity charges from
the selling price achieved before realization charges.

(2)  First Quantum has adopted the following Brook Hunt definitions for mine cost categories:

Cash costs are operating costs, including mining, processing, realization charges, site administration; net of by-
product credits.

Total costs are total production costs, including operating costs (cash costs); depreciation and amortization charges;
royalties, related head office and interest costs.

PRODUCTION HIGHLIGHTS
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THE ZAMBIAN & DRC
COPPERBELT
The Copperbelt is an arcuate zone, 600 kilometres long by 50 kilometres wide, containing one
of the world’s greatest concentrations of copper and cobalt deposits. The arc of the deposits
extends from Ndola, Zambia in the east and stretches across the border into the DRC, back into
the northwest portion of Zambia, and west into Angola.

The Copperbelt deposits are truly exceptional on a world scale with most having original
resources measuring hundreds of millions of tonnes of ore with grades greater than 2% copper.
For example, Nchanga in Zambia contained 450 million tonnes at 4% copper, while the cobalt
rich Kolwezi district in the DRC totalled over 600 million tonnes at a grade of 7% copper
equivalent.

Copper and cobalt mineralization was first discovered in Zambia at the turn of the century with
large scale production commencing in the 1930s. Since then, copper has played a dominant
role in Zambia’s economic history, providing at times 85% of its foreign exchange. Copper
production reached a peak of 700,000 tonnes during the period 1969-1976, before beginning a
progressive decline due to a lack of investment, to a low of 257,000 tonnes in 2000. Zambia
produced approximately 520,000 tonnes of copper in 2007, up from 500,000 tonnes in 2006.

The Copperbelt remains largely unexplored using modern exploration practices. New ore bodies
similar to the Kansanshi and Lonshi deposits await discovery, with Frontier and Kashime being
prime examples.

MAURITANIA
Mauritania is located in North West Africa and occupies the western part of the Sahara Desert. 
The country has limited agricultural resources but contains extensive mineral deposits, most
notably iron ore. Its coastal waters are among the world’s richest fishing grounds, and oil
reserves were discovered offshore in 2001, with commercial exploitation beginning in 2005. 

In ten years, Mauritania has been transformed from a country with a predominantly nomadic
population (2.8 million in 2002), limited economic base and poor social indicators, to one that is
highly urbanized and market-driven.
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KANSANSHI 
COPPER-GOLD MINE, 
ZAMBIA
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KANSANSHI

The Kansanshi copper-gold mine is located in the North Western Province of Zambia,
approximately ten kilometres north of Solwezi and 180 kilometres to the northwest of the
Copperbelt town of Chingola. Mining is carried out using conventional open pit methods,
employing excavators and a fleet of haul trucks. Ore treatment is flexible to allow for variation 
in ore type. Sulphide ore is treated via crushing, milling and flotation, to produce copper in
concentrate which is either treated onsite via HPL or shipped to Copperbelt smelters. Oxide ore
is treated via crushing, milling, solvent extraction and electrowinning (“SX/EW”), to produce
cathode copper. The mine employs approximately 1,142 workers on a full or part time basis.

In 2007, 15.5 million tonnes of ore grading 1.6% copper and 24.9 million tonnes of waste were
mined. Copper production was 163,824 tonnes, 93,249 tonnes as copper in cathode and 70,575
as copper in concentrates. The combined cash costs for both cathode and concentrate for 2007
was $0.90 per pound of copper with a total cost of $1.04 per pound of copper.

Activities at Kansanshi in 2008 will continue to focus on both the HPL facility, targeting steady
state production from Autoclave #1 and Autoclave #2, and on construction of the sulphide
circuit expansion. Construction of a carbon-in-leach (“CIL”) gold facility is complete. The gold
plant project comprises a one tonne per day Pressure Zadra circuit designed to treat gravity
concentrate and leach residue from the HPL plant to produce gold/silver doré. Currently, the
Company has stockpiled gold rich gravity concentrates containing approximately 27,000 ounces
of gold. The continued build-up of the mining fleet, the completion of a fourth 35,000 tonne
electrowinning tankhouse and the completion of the sulphide expansion is expected to result in
copper production of 181,000 tonnes in 2008.

Disclosure describing Kansanshi’s resources and reserves and the related qualified person(s) is
contained in the Company’s most recently filed annual information form, which is available on
the Company’s website www.first-quantum.com or on SEDAR at www.sedar.com.
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GUELB MOGHREIN 
COPPER-GOLD MINE,
MAURITANIA
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GUELB MOGHREIN

The Guelb Moghrein deposit is located 250 kilometres northeast of the nation’s capital,
Nouakchott, near the town of Akjoujt and is accessible by paved highway. It consists of an open
pit mineable copper/gold deposit. The mine employs approximately 802 workers in a full or
part time basis.

Ore is crushed and milled, followed by flotation, to produce a copper concentrate which is
shipped to offshore smelters. Approximately one-half of the gold recovered reports to the
concentrate and the remainder is produced from gravity concentrate and the flotation tails,
which are fed to a carbon in leach circuit for recovery using standard cyanide techniques. 
Gold doré is produced on site.

A National Instrument 43-101 compliant technical report was published in March 2008 and
initial investigations into expanding the processing facility to 45,000 tonnes of copper per year
are underway. An exploration program to test coincident magnetic and induced polarization
anomalies surrounding Guelb Moghrein with three drill rigs has commenced.

In 2007, 2.3 million tonnes of ore grading 1.4% copper and 5.8 million tonnes of waste were
mined. Copper production was 28,755 tonnes as copper in concentrate. Cash costs were $0.65
per pound of copper, with a total cost of $1.15 per pound of copper. Production is estimated to
be approximately 33,000 tonnes of copper in concentrate and 100,000 ounces of gold in 2008.

Disclosure describing Guelb Moghrein’s resources and reserves and the related qualified
person(s) is contained in the Company’s most recently filed annual information form, which is
available on the Company’s website www.first-quantum.com or on SEDAR at www.sedar.com.
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FRONTIER 
COPPER MINE, 
DRC
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FRONTIER

Frontier is located near the town of Sakania in the DRC, within two kilometres of the Zambian
border, and the paved highway that parallels it, roughly equidistant between the city of Ndola
(35 kilometres) to the southeast and the Mopani Copper Mines smelter at Mufulira (30 kilometres)
to the northwest. The mine employs approximately 1,030 workers on a full or part time basis.

A scoping study (“Study”) was published in November 2006. The Study detailed an operation
consisting of open pit mining and the processing of primary sulphide ore. The Study is based on
the treatment of 8 million tonnes of sulphide ore per year for the production of copper
concentrate which is shipped to Copperbelt smelters. The total construction capital cost for the
Frontier project was approximately $226 million. Average annual copper production from
Frontier is expected to be 73,000 tonnes over the 19 year mine life.

The Frontier mine began commercial production in November, 2007. In 2007, 3.7 million tonnes
of ore grading 1.1% copper and 10.2 million tonnes of waste were mined. Copper production
was 8,712 tonnes as copper in concentrates. Cash costs were $1.29 per pound of copper with a
total cost of $1.59 per pound of copper. Production is estimated to be approximately 84,000
tonnes of copper in concentrate in 2008.

Disclosure describing Frontier’s resources and reserves and the related qualified person(s) is
contained in the Company’s most recently filed annual information form, which is available on
the Company’s website www.first-quantum.com or on SEDAR at www.sedar.com.
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In 2006, the Company acquired 100% of Adastra Minerals Inc. (“Adastra”) whose principal asset
was its interest in Kingamyambo Musonoi Tailings SARL (“KMT”) which in turn owns the Kolwezi
copper-cobalt tailings project (“Kolwezi”). KMT is owned by First Quantum (65%), La Generale
Des Carrieres et Des Mines (“Gecamines”) (12.5%), Industrial Development Corporation of
South Africa (“IDC”) (10%), the International Finance Corporation (“IFC”) (7.5%) and the
Government of the Democratic Republic of Congo (5%). The Kolwezi project is located to the
north of Kolwezi, a city located in the south of Katanga province in the DRC. The Kolwezi
tailings are derived from the historic operations at the Kolwezi concentrator.

In 2007, the KMT Board of Directors committed to proceed with the development of Kolwezi.
First Quantum, with support from its contributing equity partners of KMT (IDC and IFC), will
finance or procure third party debt project financing totalling up to $593 million. This satisfies
the obligations of First Quantum, the IDC and the IFC under the Contract of Association to
complete feasibility studies, carry out an environmental impact assessment, prepare an
environmental management plan, and to obtain commitments with respect to the financing of
the project.

Preparatory site works commenced to meet a schedule for commercial start-up in the first
quarter of 2010. The plant will commence operations at 35,000 tonnes per year copper and
7,000 tonnes per year of cobalt hydroxide at a capital cost of $553 million. The plant will be
designed and constructed such that its capacity can be doubled for an incremental capital cost
of $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. The future development of a cobalt metal facility and the
expansion of copper and cobalt capacity will be considered in light of practical experience on
site and on commodity market conditions.

Disclosure describing Kolwezi’s resources and reserves and the related qualified person(s) is
contained in the Company’s most recently filed annual information form, which is available on
the Company’s website www.first-quantum.com or on SEDAR at www.sedar.com.



The Bwana/Lonshi operation is unique in that it operates in two countries, Zambia and the DRC.
The operation involves open pit mining of high grade oxide ore at Lonshi in the DRC and
transportation of the ore into Zambia where it is processed at the Bwana SX/EW facility. The
100% owned Bwana SX/EW facility is located near the regional mining centre of Ndola. Since
inception, the Bwana operation has processed oxide copper ores to produce metal as copper
cathode. In addition, Bwana produces sulphuric acid for consumption in First Quantum operations.
The Company currently employs approximately 1,799 people at its Bwana/Lonshi operations.

In 2007, 352,000 tonnes of ore grading 6.5% copper and 10.3 million tonnes of waste were
mined. Copper production was 25,402 tonnes as copper cathodes. Cash costs were $2.24 per
pound of copper with a total cost of $2.63 per pound of copper. Production is estimated to be
approximately 12,000 tonnes of copper cathodes in 2008.

The Lonshi oxide reserve should be exhausted in mid 2008. The Company continues to assess
alternative and most beneficial uses for the Bwana processing plant after the Lonshi ore is
exhausted. A study to construct a decline to assess the underground sulphide orebody at Lonshi
is underway. If feasible, the aim would be to commence a decline development by the start of
the dry season in 2008. Studies are also underway to modify the Bwana plant for use in
metallurgical treatment of cobalt ores, and to build a roaster for copper concentrate.

Disclosure describing Lonshi’s resources and reserves and the related qualified person(s) is
contained in the Company’s most recently filed annual information form, which is available on
the Company’s website www.first-quantum.com or on SEDAR at www.sedar.com.
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INVESTMENTS

First Quantum holds an effective 16.9% interest, through Carlisa Investment Corp., in Mopani
Copper Mines Plc (“Mopani”). Glencore International AG owns 73.1% and Zambian Consolidated
Copper Mines owns the remaining 10%. The carrying value of this investment as at December
31, 2007 was $9.5 million, unchanged since 2002.

During the 2007 year, Mopani produced approximately 104,000 tonnes of finished copper and
1,700 tonnes of cobalt. Mopani is currently carrying out important capital upgrades at the mine
including the construction of a new smelter at Mufulira, which will increase its handling capacity
from 420,000 tonnes initially to 720,000 tonnes of copper concentrate per year and eventually
to 850,000 tonnes of copper concentrate per year. The smelter has experienced commissioning
issues and is expected to be fully operational during the second half of 2008. The Mufulira
smelter will provide smelting offtake for a portion of Kansanshi and Frontier concentrates. As at
December 31, 2007, Mopani had total assets of $800 million. As the majority owner of Mopani
is a private company not registered in Zambia, only limited public information is available.

First Quantum has recently announced a 17.3% interest in Equinox Minerals Limited
(“Equinox”). Equinox is focused on the development of its 100% owned Lumwana Project in
Zambia. Based on reports from Equinox, the Lumwana mine will produce an average of 169,000
tonnes per year of copper metal contained in concentrates for the first six years of its 37 year
mine life. The Equinox investment had a fair value of $543 million at December 31, 2007.
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EXPLORATION

First Quantum continues to carry out a far ranging exploration program for new copper
deposits on wholly owned properties in Zambia, the DRC and Mauritania. The Company has
prospecting licenses covering large areas of the Copperbelt and surrounding its operations at
Guelb Moghrein. Drill programs are ongoing on several prospective targets.

In 2007, diverse exploration programs focused on copper were carried out over seven
prospecting licenses, amounting to some 15,000 square kilometres within the Zambian portion
of the Lufilian Arc. Traditional generative exploration activities comprised geochemical and
ground geophysical surveys, with drill follow-up within the Luswishi and Solwezi licenses and
results are being evaluated. At Kashime, an indicated and inferred oxide and sulphide resource
was completed in mid-year by independent consultants and was followed by additional
diamond drilling to improve the oxide resource categories to measured and indicated. Limited
exploration drilling to the east of the known oxide resource encountered important copper-
cobalt oxide mineralization which remains open to the south. Highlights included 65.5 metres
grading 2.82% copper with a zone of 41 metres grading 0.45% cobalt and 92.5 metres grading
0.98% copper with a zone of 61 metres grading 2.37% cobalt. A new oxide and sulphide
resource calculation will be completed in 2008 based upon the results from 132 core holes
(15,405 metres) and 88 reverse circulation holes (6,900 metres). 
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In the recently acquired Mpongwe license, resource definition drilling over 2,000 metres of
strike commenced at the Kadola West target and will be completed during 2008. Initial results
indicate the presence of stratiform copper oxide and supergene mineralization within sediments
of probable Upper Roan age. In Mwinilunga, the Company has embarked upon a program
involving the acquisition of fixed-wing airborne electromagnetic data over more than half of the
license in an attempt to locate major new copper-cobalt deposits beneath the Kalahari sand.
The area flown represents the Zambian extension of the Congolese Copperbelt southwest of
Kolwezi. To date, detailed orientation data have been acquired over the Kansanshi and Frontier
orebodies, followed by the completion of widely spaced survey lines over the entire Mwinilunga
block. Infill surveying with ground follow-up will commence in 2008 and will form an important
element of the Company’s exploration investment in Zambia. 

The Company’s exploration activities and efforts in the DRC are carried out under 39 permits
and two mining licenses and are conducted in regions having a surface area totalling
approximately 10,000 square kilometres. The Mokambo region contains the Bifurcation,
Grandeur, Massif Central, Mikaka and Mati anomalies; the Sakania region contains the Mati
anomaly; and the Likasi region contains the Kibamba anomaly. Further exploration and/or
interpretive work is being conducted in the Grandeur, Massif Central and Mikaka anomalies.

In addition to the Guelb Moghrein mining concession in Mauritania, the Company holds six
exploration concessions in the area around Guelb Moghrein, totalling 7,098 square kilometres.
The Company also holds three exploration licenses in southern Mauritania covering an
extension to the mineralized Mauritanides belt. Exploration commenced late in the first quarter
of 2007, with an induced polarization (“IP”) survey over a pronounced magnetic anomaly to the
south of Guelb Moghrein. This yielded two very robust chargeability anomalies, the Elephant
Ridge and SSBH targets. The initial IP survey was extended to other magnetic and structural
geology targets in the areas to the east and southeast of Akjoujt. These also generated
chargeability anomalies at Akjoujt West, Enhaga El Hazila, El Joul, Agouiedim North & South
and finally, at Bou Seroual. During 2007, a diamond drilling program was initiated. The purpose
of the drilling program is fourfold: firstly, to test the IP targets generated in the geophysics
exploration program; secondly, to carry out infill and near-pit exploration drilling; thirdly, to test
far down dip extensions to the present ore body in the Guelb Moghrein Deep program; and
finally to carry out condemnation drilling on areas shortly to be covered by waste dumps and
new tailings dams.
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First Quantum is committed to sustainable development, in that its investments should not only
be financially profitable and technically appropriate, but should also be environmentally sound
and socially responsible. To achieve this, the Company is in the process of implementing an ISO
14001 environmental management system at each of its current operations. The environmental
and social management plans have been prepared in accordance with the environmental
regulations of the host countries, the World Bank Environmental, Health & Safety Guidelines for
Mining and industry best practice. 

In 2007, the Company adopted the Equator Principles and developed environmental and social
programs to bring its operations into compliance. The implementation of these programs is
progressing well and substantial compliance should be achieved by end of 2008. The Company
has adopted and published policies for the environment, social, occupational health & safety,
human rights and HIV/AIDS. In addition, the Company has subscribed to the Voluntary
Principles and the Extractive Industries Transparency Initiative.

Environment

The Company has environmental management systems in place at each of its current
operations. The procedures and protocols that form the operating framework of the Company’s
environmental management systems are in line with ISO 14001 requirements. The overall goals
include: a commitment of management to pollution prevention; compliance with pertinent
environmental regulations and legislation; and continual improvement to protect the
environment.

In 2007, no significant environmental incidents were reported. Zero discharge of process
effluent to surface water is practiced at all sites. Emissions from the Company’s three acid plants
at Bwana (2) and Kansanshi (1) were compliant with Zambian statutory limits, United Kingdom
guidelines for sulphur loss from single absorption single contact plants and World Bank
guidelines for emissions from double absorption double contact plants. The Company is in
possession of all necessary environmental permits and licenses. In 2007, the Company incurred
no fines in respect of, and is not subject to any claims or litigation concerning, the environment.

Kansanshi obtained environmental approvals for its second acid plant and gold plant, both of
which will be operational in early 2008. As part of its wildlife conservation program, Kansanshi
has re-introduced wild animals into the fenced mine license including wildebeest, waterbuck,
impala, eland, zebra, puku, sable antelope and ostrich. The game population was 154 animals
as at 31 December 2007. Kansanshi also embarked on a bio-diesel project in 2006/07, planting
63,000 Jatropha trees in deforested and/or degraded areas of the mine license. 

Guelb Moghrein in Mauritania is located in a desert environment where water is a precious
resource. Approximately 5,300 cu.m/day of process water for the concentrator and gold plant is
presently pumped from the Bennichab freshwater aquifer situated 113 kilometres from the
mine. As part of its water management plan and to preserve this water resource for future
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generations, MCM is developing an alternative saline water supply for the process plant. In
2007, seven saline production wells were drilled and developed in the Bennichab area yielding
8,600 cu.m/day. MCM plans to make the change over to saline process water in the second
quarter of 2008, following construction of a new pipeline. MCM is maximizing the recycling of
process water from the tailings dam and implementing procedures on site to prevent the
wastage of water.

MCM commenced construction of a new tailings storage facility for its gold plant in 2007. The
facility has been designed with a synthetic liner to prevent seepage and possible contamination
of groundwater. 

Closure plans have been prepared for each operation. The closure plans are reviewed annually
and adjusted for accretion costs. The total asset retirement obligation as at 31 December stood
at US$13.75 million.

Health and Safety

First Quantum implements internationally accepted occupational health & safety standards and
procedures throughout its operations. The Company complies with all national laws on health
and safety in the workplace, in order to create a safe workplace and thereby protect its
workforce from accident and sickness. These laws are in line with International Labour
Organization recommendations.

In 2007, the Company furthered its efforts to improve health and safety performance across the
group. The development and continuous review of health and safety procedures and guidelines
is carried out at each operation in order to achieve the Company’s goal of zero lost time
injuries. Health and safety management systems based on the concept of best practice and
upon BS-OHSAS 18001:2007 are under development. All employees and contractors before
entering the workplace, undergo health and safety training as part of the general environmental
health and safety induction program.

Bwana Mkubwa continued its excellent lost time injury record in 2007. No lost time injury has
been reported at Bwana since 20 December 2005 (739 days). 

Despite the best endeavours of the management and workforce to improve health and safety
performance in 2007, it is with deep regret that the Company has to report three fatalities. The
deaths occurred in mining operations at Kansanshi (2) and Lonshi (1). 

Employee health and occupational illness remains a priority area. In 2007, emphasis has been on
improved monitoring of occupational exposure to gas, dust and noise. With regard to sulphur
dioxide emissions, continuous gas analyzers were installed in the Bwana and Kansanshi acid
plants to more accurately measure SO2 gas emissions. At Guelb Moghrein, additional measures
have been taken to reduce worker exposure to fibrous amphibole material (“FAM”) and
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maintain FAM concentrations in air below the adopted Australian guideline of 100 fibres per
litre. These measures include the cladding of the primary crusher and the washing down of
mining equipment and cleaning of cabs at the end of each shift. Safety departments are
focussed on the wearing of correct personal protective equipment by workers to mitigate any
potential exposure to gas, dust or noise. 

Bwana Lonshi Kansanshi MCM Frontier

Description 2005 2006 2007 2005 2006 2007 2005 2006 2007 2006 2007 2006 2007

LTIFR 0.75 0 0 0.12 0.10 0.58 0.44 0.41 0.15 0 0.30 0 0.32

Severity Rate 14.50 5.66 0 6.05 1.38 10.40 11.69 4.24 1.26 0 9.61 0 10.24

Number of 
Fatalities 0 0 0 0 0 1 0 0 2 0 0 0 0

Days since 21 Dec 2005 27 Nov 2007 14 Dec 2007 17 Dec 2007 15 Nov 2007 
last LTI 739 days 34 days 17 days 14 days 46 days

LTIFR = lost time Injuries x 200,000/hours worked

Severity Rate = lost days x 200,000/hours worked

First Quantum understands the importance of the health of local communities in which it
operates. Malaria is endemic in Zambia and the DRC, and is a major cause of death amongst
both children and adults. The Company is committed to reducing the number of malaria cases
in the workforce and surrounding communities. In Zambia, the Company actively supports the
government malaria ‘roll back’ programs in Ndola and Solwezi. During the current program, it is
planned to spray 70,000 houses. The programs focus on larviciding, in-door residual spraying
and personal protection, including the use of insecticide treated mosquito nets which are made
available to employees at subsidized prices. In 2007, the Company provided logistical support
in the form of labour, training, spray equipment and chemicals. Malaria control programs are
currently under development at the Company’s Frontier mine and Kolwezi project in the DRC. 

Kansanshi Malaria Cases – 2006 and 2007
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HIV/Aids program

First Quantum recognizes that a sustainable, fit and healthy workforce is essential for the
Company to achieve its business objectives. Implementation of the Company’s HIV/Aids
program at its three Zambian operations began in 2005 and was extended in 2007 to Frontier.
In 2008, the program will be extended again to Kolwezi. The Zambian HIV prevalence rate is
approximately 16% of the population. The Company’s HIV/Aids Policy advocates a non-
discriminatory approach to addressing the epidemic and provides for considerable support in
terms of counselling, free medical care including treatment of opportunistic infections, and
antiretroviral treatment (ART) for all employees and their families. The program is run from the
Company’s Ndola office by a senior coordinator and site HIV/Aids coordinators who are
registered nurses with specialist training in counselling and testing, ART administration, and
other HIV/Aids related issues.     

In April 2006, First Quantum entered into a Global Development Alliance with other mining
companies in Zambia and the US Government. In terms of this cooperative agreement, First
Quantum is funded through USAID for various HIV/Aids initiatives, technical support and
training programs. The annual grant was renewed in April 2007 for a further year after FQM
attained the sensitization and voluntary counselling targets. 

Counselled Tested HIV Employees 

FQM Site Sensitized & Tested Positive on ART

2006 2007 2006 2007 2006 2007 2006 2007

Kansanshi 13,239 11,676 1,301 2,299 130 229 12 31
Bwana Mkubwa 8,556 4,787 627 601 62 60 10 22
FQMO Solwezi 9,121 4,382 1,082 373 108 37 27 24
Frontier N/A 2,996 N/A 2 N/A 2 2 2
Totals 30,916 23,841 3,010 3,275 300 328 51 79

The HIV/Aids introductory program initiated in 2006 involves a two hour training session given
to all employees. The objective of the program is to explain the Company’s policy, and to
educate and encourage all employees, their families and the community at large to undergo
voluntary counselling and testing. In 2006 and 2007, the voluntary counselling and testing
program at the Company’s Zambian operations indicated an HIV prevalence rate of
approximately 10%.
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Social Responsibility

First Quantum is ever mindful of its responsibility towards the communities in which it operates.
In 2007, the Company spent $2.7 million on its social programs. The social budget for 2008 is
$3.5 million.

The Kansanshi Foundation set up in 2006 has gone from strength to strength. In 2007,
community assistance focused on social welfare, education, health, water and sanitation, and
infrastructure development. Projects included: construction of dormitories at Kilelabalanda
orphanage, Solwezi high school and Vision Community School; maintenance and construction of
ten classrooms at schools in the Solwezi district; maintenance of the mortuary at Solwezi
Hospital; drilling of nine boreholes and equipping with pumps and water storage tanks;
excavation and equipping of 20 water wells; and construction of the modern Chawama Market
in Solwezi. In addition to the work of the Foundation, Kansanshi provides direct community
assistance for cultural ceremonies, sponsorship of sports events, provision of teaching materials
and equipment to schools and logistical assistance to the Zambia Wildlife Authority. Kansanshi
continues to promote alternative livelihoods such as beekeeping in an effort to reduce
deforestation in the Solwezi area. In 2007, Kansanshi began sponsoring the Bwikalo radio
program which disseminates information on social and/or health issues that affect the
community. The program is broadcast weekly in the local Kaonde language and English. 

Frontier began implementation of its sustainable development and community assistance
program in June 2007. Activities to date include: the setting up of community development
committees in local villages and Sakania town; rehabilitation of the hospital wards and water
supply to Sakania General Hospital; the planting of 200 hectares of maize, soya beans and
groundnuts under a credit scheme with local farmers to increase crop production; small scale
enterprises studies for a saw mill, aggregate business and women’s sewing factory to supply
overalls to the mine; establishment of Woman’s Worth Groups (micro saving and literacy
program); rehabilitation of roads; and construction of a kindergarten at the Catholic Mission in
Sakania. PACT, an international capacity building organization, has been engaged by Frontier to
assist with the implement its social plans in Sakania. In 2008, Frontier will set up a foundation to
manage community projects.

At Guelb Moghrein, MCM has focused its social programs on Akjoujt, Bennichab and
communities living along the 113 kilometre pipeline. In Mauritania, a reliable clean supply of
water is greatly valued and appreciated by all. MCM supplies water at no charge to Akjoujt
town, Bennichab and villages along the pipeline route. In 2007, a further 10 water bladders
were installed in the poorer quarters of Akjoujt where there is no water reticulation system.
These bladders are regularly filled by MCM and provide a source of clean water close to home.
MCM also assists the state water company to maintain the main water supply pipeline into
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Akjoujt. Repairs and maintenance were carried out at a number of schools in Akjoujt and a new
school building was constructed in Bennichab. The Company donated teaching materials in the
form of books, desks and chairs. Although the mine is located in a desert area, garden plots are
common in the wadies, where a variety of vegetables, citrus and date palms are grown. MCM
donated water pumps to agricultural cooperatives in Akjoujt and is participating in an
agricultural program at Bennichab in partnership with the French Cooperation Agency and local
NGO’s. The mine provided earth moving equipment to repair water dams in the Akjoujt area
which provide water for small-scale agriculture. Other areas of community assistance include:
maintenance of government buildings; clean-up programs to remove rubbish from streets and
surrounds in Akjoujt and Bennichab; road maintenance; donation of sports equipment and
sponsorship of sports teams; and repairs to Akjoujt clinic. In July 2007, MCM issued its first
quarterly journal which provides employees and the local population with information on the
Company’s activities, environment, health and safety matters and MCM social projects. 

Bwana carried out a variety of community projects in and around Ndola. Activities included:
repairs to town infrastructure such as road and water and sewage works; maintenance and
construction of school offices and classrooms; donation of sports equipment to schools and
sports clubs and sponsorship of sports events; drilling and equipping of water bores to provide
clean water to villages; annual dredging of the Kafubu River to remove weeds, improve flow and
prevent breeding of mosquitoes; and donations and logistical support to orphanages, NGO’s,
and the Zambia Wildlife Authority and Forestry Department. 

In 2007, the Company started a scholarship program sponsoring students from Zambia to
attend degree courses at universities in Zambia and South Africa. There are thirteen students
currently in the scholarship program and the courses include mechanical and electrical
engineering, geology, mine engineering and metallurgy. The cost of the program in 2007 was
$80,000 and the budget for 2008 has been increased to $280,000. In 2008, the program will be
extended to include students from the DRC.  
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MANAGEMENT 
DISCUSSION AND ANALYSIS 

Fourth Quarter Ended December 31, 2007 February 21, 2008

(expressed in US Dollars)

Key features for the quarter

• Net earnings of $135.3 million or $2.00 per share on record sales (after year end negative
provisional pricing adjustment of $34.7 million (before tax and minorities) or approximately
$0.34 in earnings per share)

• Record operating cash flow before working capital of $220.8 million or $3.26 per share 
• Record copper production of 72,746 tonnes increases 56% compared to Q4 2006
• Kansanshi produces at an annualized rate of over 200,000 tonnes
• Record copper sales of 73,322 tonnes increases 77% compared to Q4 2006
• Cash operating costs (C1) 14% lower than Q4 2006
• Commercial production begins at Frontier on November 2, with 8,712 tonnes produced
• The Company announces the acquisition of 17.27% of the shares of Equinox Minerals Limited

Key features for the year 

• Net earnings of $520.3 million or $7.72 per share, up 30% on last year
• Record operating cash flow before working capital of $771.8 million or $11.45 per share 
• Record copper production of over 226,000 tonnes following expansions at Kansanshi, full

year of operations at Guelb Moghrein and start-up at Frontier
• Record copper sales increases 30% to over 223,900 tonnes compared to 2006
• Net sales increase 41% compared to 2006 

Near term outlook

• Copper production for 2008 estimated to grow by 37% to approximately 310,000 tonnes
• Smelter and power capacity in Zambia likely to remain issues during 2008
• Q1 2008 results dependent on extent of power and wet season disruptions
• Resolution of current uncertainties being sought with the governments of DRC and Zambia 

Longer term outlook

• Kansanshi expansion project and gold plant construction will drive further improvements 
in production

• Guelb Moghrein gold plant modifications underway will improve gold recoveries
• Kolwezi project approved and under construction 
• Copper production profile over the five years 2009-2013 is expected to average 222,000

tonnes at Kansanshi, 43,000 tonnes at Guelb Moghrein and 81,000 tonnes at Frontier as a
result of planned expansions

For further information on 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.
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Key Group results

Fourth quarter (Q4)
Q4 2006 Q4 2005

Q4 2007 (Restated) (Restated)

% of % of % of

sales sales sales

Production t Cu 72,746 99 46,531 112 42,220 105
Sales t Cu 73,322 100 41,454 100 40,203 100

Net sales USDM 443.3 100 216.4 100 176.9 100
Operating profit USDM 249.0 56 111.8 52 115.9 66
Net profit USDM 135.3 31 60.9 28 56.7 32

Basic EPS USD $2.00 $0.93 $0.92

Full year (FY)
FY 2006 FY 2005

FY 2007 (Restated) (Restated)

% of % of % of

sales sales sales

Production t Cu 226,693 101 183,277 106 119,117 100
Sales t Cu 223,907 100 172,485 100 118,602 100

Net sales USDM 1,539.2 100 1,094.5 100 444.6 100
Operating profit USDM 913.7 59 749.8 69 258.4 58
Net profit USDM 520.3 34 399.4 36 154.5 35

Basic EPS USD $7.72 $6.14 $2.51

Unless otherwise indicated, all comparisons of performance throughout this report are to the comparative period for
the prior year.

Q4 2007 net sales
Q4 2007 Q4 2006 Q4 2005

(After TC/RC charges) USD M USD M USD M

Kansanshi – copper 305.2 131.0 119.5
– gold 10.2 2.8 2.7

Bwana/Lonshi – copper 37.1 75.4 54.7
– acid 0.1 – –

Guelb Moghrein – copper 55.3 5.6 –
– gold 19.3 1.6 –

Frontier  – copper 16.1 – –

Net sales 443.3 216.4 176.9

Copper provisional pricing adjustment included above (34.7) (31.7) 6.0

Copper selling price USD/lb USD/lb USD/lb

Current period sales 2.97 2.89 2.02
Prior period provisional pricing adjustment (0.21) (0.35) 0.07
TC/RC and freight parity charges (0.20) (0.22) (0.12)

Realized copper price 2.56 2.32 1.97

Group net sales increase 105% to $443.3 million due to record copper production and higher copper price
Net sales increased due to an increase in the tonnes of copper sold (up 77% to 73,322 tonnes of copper) and an
increase in the realized copper price recognized during the quarter. Group copper production achieved record
levels, surpassing the prior quarter’s record, and was 56% higher than the comparative quarter in 2006.  

The higher realized copper price and the decrease in the tolling and refining charge (TC RC) rates also contributed
to the record net sales. In addition, the decrease in the LME copper price from the prior quarter end was less than
the decrease in the comparative quarter in 2006, which resulted in a lower negative provisional pricing adjustment
per pound.
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Kansanshi net sales increase 136% to $315.4 million on the back of record copper production
Net sales, compared to the same quarter in 2006, increased as a result of a 90% increase in the tonnes of copper
sold and an increase in the realized copper price. Kansanshi, again, reached record production levels this quarter
with copper output of 51,012 tonnes. Copper production increased 76% compared to the same quarter in 2006
due, primarily, to an increase of 42% in oxide and 51% in sulphide ore processed as a result of the throughput
expansions at Kansanshi. In addition, Kansanshi processed higher grade ore at improved recovery rates. With the
high pressure leach system becoming operational during the previous quarter, the sulphide circuit contributed
approximately 1,950 tonnes to cathode production. Total sales volume was higher than production at 51,966 tonnes
primarily due to a drawdown in copper in concentrate stockpiles. 

Net revenue was positively impacted by decreased TC RC and freight parity charges as the TC RC terms for the
majority of Kansanshi’s concentrate off-take agreements are based on annual benchmark terms, which for 2007 were
lower than 2006 and included the removal of price participation as a component of refining cost.

Bwana/Lonshi net sales decrease 51% to $37.2 million as Lonshi mine nears end of life
Similar to the previous quarters of 2007, net sales fell compared to the same quarter in 2006 as a result of the low
availability of high grade ore from the Lonshi pit and the exhaustion of run-of-mine grade ore in stockpiles at the
Bwana treatment plant. In addition to the effects of the mining delays during the first half of the year, the provincial
government disallowed shipments of ore from the Lonshi mine to cross the border into Zambia effective November
28, 2007 until all issues raised by the government were addressed. As of the date of this report the border remains
closed. In all, copper production in the quarter was down 53% compared to the same quarter in 2006.

Guelb Moghrein net sales of $74.6 million as stockpiles reduced
Since achieving commercial production in the comparative quarter in 2006, copper sales revenue increased 888%
as sales restrictions were resolved and production achieved full capacity compared to the same period in 2006.
Compared with the previous quarter, net sales revenue decreased 15%, although there was a 21% increase in the
tonnes of copper in concentrate shipped, as the realized copper price declined period on period. The increased
concentrate shipments were the result of a reduction in the copper in concentrate stockpile of 5,616 tonnes since
the previous quarter end. Production decreased 12% to 7,158 tonnes of copper in concentrate from the previous
quarter due to an 8% decrease in the tonnes of ore processed and the processing of lower grade ore. The reduction
in ore throughput was primarily due to the planned maintenance shutdown of the plant during the fourth quarter.
Despite the decrease in net sales, gold sales revenue increased by 37% over the previous quarter as the volume sold
increased due to the increased concentrate shipments and, also, due to higher gold prices.

Frontier net sales of $16.1 million as commercial production achieved
Since the achievement of commercial production during the fourth quarter, Frontier produced 8,712 tonnes of
copper in concentrate. Partly as a result of a temporary border closure which prevented the shipment of
concentrates, Frontier shipped and sold only 2,684 tonnes of copper in concentrate before year end. The balance
of production was stockpiled at year end. 

Provisional pricing adjustment negative following decrease in copper price during final settlement periods
Total net sales were reduced by $34.7 million or $0.21/lb as a result of negative provisional pricing adjustments.
These adjustments reflect the quarter’s final settlement prices for prior period copper sales at an average of $3.28/lb
compared to the September 30, 2007 provisional forward average LME price of $3.68/lb.

As at December 31, 2007, there were 54,558 tonnes of contained copper that were provisionally priced at an
average LME copper price of $3.04/lb. This revenue will be subject to future adjustments as a result of movements
in the copper price. Of this amount, 27,496 tonnes had the final price determined in January 2008 at $3.21/lb
resulting in a favourable provisional pricing adjustment of $9.8 million, 24,722 tonnes will be determined in February
2008, and 2,340 tonnes in March 2008.
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Q4 2007 operating profit
Q4 2006 Q4 2005

Q4 2007 (Restated) (Restated)

% of % of % of 

USD M sales USD M sales USD M sales

Kansanshi 194.7 44 80.9 38 97.9 55
Bwana/Lonshi 0.0 0 28.6 13 18.0 10
Guelb Moghrein 44.4 10 2.3 1 – –
Frontier 9.9 2 – – – –

Total operating profit 249.0 56 111.8 52 115.9 65

% of % of % of 

Unit costs USD/lb sales1 USD/lb sales1 USD/lb sales1

Cash costs (C1) $0.98 38 $1.14 49 $0.71 36
Total costs (C3) $1.19 47 $1.38 60 $0.88 45

(1) Calculated as the % of current period selling price

Group operating profit increases 123% to $249.0 million on the back of significant sales increases
Group operating profit rose materially as a result of higher sales and lower cash costs than in the same quarter of
last year. The profit margin benefited from the increased realized copper price and a reduction in the average cash
unit cost of production (C1) to $0.98/lb, down 14%. Profit margin per pound of copper sold averaged $1.54/lb,
which was 26% higher than the comparative quarter (2006 – $1.22/lb). Cash unit costs benefited from the increase
in the gold credit related to the increased concentrate shipments at Kansanshi and Guelb Moghrein and the lower
contract TC RC rates compared to the same quarter in 2006. 

Kansanshi operating profit increases 141% to $194.7 million on higher sales and reduced costs
Kansanshi’s average cash unit cost of production (C1) decreased by 22% to $0.85/lb and the average total unit cost
of production (C3) decreased by 32% to $0.86/lb compared to the same quarter in 2006. The decrease in the
average cash unit cost was due to multiple factors; including the increase in production output, the lower TC RC
rates (56% lower) and the increase in gold sales (100% higher ). With copper production increasing 76%, of which
copper in concentrate production increased 108%, processing costs decreased 15% per pound of copper compared
to the same quarter in 2006. Improved efficiencies, along with the increased ore throughput and the processing of
higher grade sulphides resulted in lower costs per pound of copper produced.  

Bwana/Lonshi breaks even as lack of high grade ore impacts results 
Bwana copper production continued to be significantly affected by the lack of available high grade ore for
processing due to the mining delays related to the previous heavy rainy season, increases in oil based consumables,
electricity and wage costs and the closure of ore exports through the DRC border. This resulted in an increase of
the average cash unit cost of production (C1) by 142% to $2.45/lb and the average total unit cost of production (C3)
by 123% to $2.81/lb as compared to the same quarter in 2006.    

Guelb Moghrein operating profit increases to $44.4 million  
Guelb Moghrein enjoyed a significant increase in operating profit compared to the same quarter in 2006, which was
the mine’s first operating period. Compared to Q3 2007, Guelb Moghrein’s average cash unit cost of production
(C1) increased by 42% to $0.37/lb and the average total unit cost of production (C3) increased by 38% to $1.05/lb.
Overall, increased maintenance costs on the mining equipment and processing facilities negatively impacted mining
and processing costs as the dry and dusty conditions of the site began to impact the equipment. This, combined
with the processing of lower ore grades, resulted in a decrease in copper output, thus increasing mining costs by
66% and processing and administration costs by 59%. These increases were partly offset by an increase in the gold
credit of 62% compared to the previous quarter, flowing from the increased concentrate shipments.

Frontier achieves operating profit of $9.9 million in first few months of operations
Since achieving commercial production, the average unit cost of production (C1) was $1.29/lb and the average total
unit cost of production (C3) was $1.59/lb as the operation continues improving production processes to achieve
optimal output.
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Q4 2007 net profit
Q4 2006 Q4 2005

Q4 2007 (Restated) (Restated)

% of % of % of 

USD M sales USD M sales USD M sales

Operating profit 249.0 56 111.8 52 115.9 66
Corporate costs (10.9) (2) (8.1) (4) (4.3) (3)
Derivative gains/(losses) (5.0) (1) 1.0 – (12.7) (7)
Gain on sale of investment – – 0.2 – – –
Exploration (10.1) (2) (6.7) (3) (3.8) (2)
Interest (net) (5.4) (2) (10.7) (5) (8.8) (5)
Tax expense (46.8) (10) (15.4) (7) (19.7) (11)
Minority interests (35.5) (8) (11.2) (5) (9.9) (6)

Net profit 135.3 31 60.9 28 56.7 32

Earnings per share
– basic $2.00 $0.93 $0.92
– diluted $1.97 $0.91 $0.89

Weighted average shares outstanding
– basic 67.7 67.3 61.6
– diluted 68.6 68.7 63.4

Group net profit increases 122% to $135.3 million on increased operating profit 
This increase in net profit was the result of increased copper prices, record production at Kansanshi and the
increased profitability of Guelb Moghrein. This was partially offset by correspondingly higher income tax charges
and higher minority interest share of profit compared to the same quarter in 2006. 

Derivative losses increase to $5.0 million on increasing gold price
The loss on derivatives was primarily due to the effect on outstanding gold contracts of higher gold prices this
quarter than in the corresponding period last year.

Exploration costs increase 51% to $10.1 million due to increased exploration activities in Zambia
The Company increased its exploration activities in Zambia during the fourth quarter of 2007. Part of the increase
was targeted at finding new oxide ore bodies to provide suitable feed to the Bwana processing facility.  

Interest expense, net of interest income, decreases 49% to $5.4 million despite higher outstanding debt  
The Company’s net interest costs were lower than the same quarter in 2006 due to the comparative quarter’s
recognition of $8.7 million in deferred finance fees related to the repayment of outstanding debt facilities in that
period.

Q4 2007 cash flows
Q4 2006 Q4 2005

Q4 2007 (Restated) (Restated)

USD M USD M USD M

Cash flows from operating activities
– before working capital 220.8 70.6 100.1
– after working capital 224.1 129.3 109.2

Cash flows from financing activities 50.6 53.1 15.1
Cash flows from investing activities (297.3) (122.8) (104.7)

Net cash flows (22.6) 59.6 19.6

Cash flows per share
– before working capital $3.26 $1.05 $1.62
– after working capital $3.29 $1.92 $1.77

Cash inflows from operating activities increases 73% to $224.1 million on significant increase in net profit
Operating cash flows before working capital movements continued to benefit from the Company’s operating results
with an increase of 213% over the same quarter in 2006. Non-cash related expenses that were included in the
operating results including depreciation, minority interests and future tax expense were significantly higher than the
comparative quarter in 2006.  
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Operating cash flows after working capital movements for the quarter were impacted by a build up inventory of
approximately $43.2 million offset by an increase in accounts payables of $26.8 million. Inventory was impacted by
an increase in ore stockpiles and higher stores and consumables. The payables increase was due, primarily, to the
timing of trade payments.

The increase in operating cash flows after working capital movements compared to the same quarter in 2006 was
due to the increase in net cash earnings, which was partially offset by a negative change in working capital
movements.  

Cash inflows from financing activities decreases slightly to $50.6 million due to lower debt draw downs
Financing activities included a long-term debt draw down of $50.0 million on the corporate revolving credit and
term loan facility, a repayment of $4.6 million on the Kansanshi subordinated debt facility and vested stock option
proceeds of $7.4 million. These financing cash inflows were slightly lower than in the same quarter in 2006 due,
primarily, to higher net debt facility draw downs of $55.0 million, net of financing fees, in the comparative quarter.  

Cash outflows from investing activities increases 142% to $297.3 million on purchase of Equinox shares
Investing activities included the purchase of $194.3 million in shares of Equinox resulting in the increase compared
to the same quarter in 2006. In addition, the Company invested $80.5 million in continued capital expansion related
to the completion of the Frontier project, the Kansanshi sulphide circuit expansion, and initial expenditures on the
Kolwezi project.  

FY 2007 net sales
FY 2007 FY 2006 FY 2005

(After TC/RC charges) USD M USD M USD M

Kansanshi – copper 1,102.7 727.2 252.8
– gold 26.0 18.5 6.7

Bwana/Lonshi – copper 166.5 341.2 181.4
– acid 0.4 0.4 3.7

Guelb Moghrein – copper 183.4 5.6 –
– gold 44.1 1.6 –

Frontier  – copper 16.1 – –

Net sales 1,539.2 1,094.5 444.6

Provisional pricing adjustment included above (9.7) 30.9 –

Copper selling price USD/lb USD/lb USD/lb

Current period sales 3.16 3.04 1.79
Prior period provisional pricing adjustment (0.02) 0.08 –
TC/RC and freight parity charges (0.17) (0.30) (0.13)

Realized copper price 2.97 2.82 1.66

Group net sales increase 41% to $1,539.2 million on record copper production and higher copper price
Sales volume increased (up 30% to 223,907 tonnes of copper) as a result of record copper production (up 24% to
226,693 tonnes of copper). Net sales further increased as a result of a higher average copper price for the year of
$3.16/lb compared to $3.04/lb in the 2006 year. In addition, TC RC charges were lower under 2007 annual contract
terms. However, provisional pricing adjustments to prior period sales had a negative impact in the current year due
to the final settlement of copper sold in 2006 at prices lower than the December 31, 2006 provisional price. 

The increase in copper production resulted from Kansanshi’s capital expansions, a full year of commercial production
at Guelb Moghrein in 2007, and the achievement of commercial production at Frontier in early November 2007.
These increases were reduced by lower production at Bwana/Lonshi due to a lack of high grade ore for processing.

Kansanshi net sales increase 51% to $1,128.7 million as capital expansions result in record production
Net sales, compared to the 2006 year, rose as a result of increased copper production and higher copper prices.
Record production increased (up 29% to 163,824 tonnes) due, primarily, to the 21% increase in oxide and 39%
increase in sulphide ore processed as compared to the 2006 year. This increase in ore throughput was attributable
to the capital expansions at Kansanshi, including the commissioning of the new SX/EW facility during the third
quarter of 2006. Sales volume increased 37% to 163,864 tonnes, with the balance of the increased sales revenue
coming from the higher average price received and lower TC RC charges. TC RC terms for the majority of
Kansanshi’s concentrate off-take agreements are based on annual benchmark terms, which for 2007 were lower than
2006 and no longer included price participation as a refining cost.
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Bwana/Lonshi net sales decrease 51% to $166.9 million due to low ore availability from Lonshi
Net sales fell as a result of the low availability of high grade ore from the Lonshi pit and the exhaustion of run-of-
mine grade ore in stockpiles at the Bwana treatment plant. The heavy rains during the last wet season resulted in
mining delays at the Lonshi pit as the Lonshi fleet was used to reconstruct pit walls and rebuild roads that were
damaged from the excessive water. In addition, two DRC border closures in March/April and November/December
restricted ore shipments to the Bwana SX/EW facility. To maintain throughput at the Bwana facility, its low grade ore
stockpiles were fully utilized and additional ore from external vendors was purchased. This resulted in an equal
decrease in copper cathode production and sales volume (down 50% to 25,402 tonnes) compared to the 2006
year.

Guelb Moghrein net sales of $227.5 million on first full year of operations
With the achievement of commercial production in October 2006, production reached its nameplate operating
levels during the year. Through better engineering and maintenance, ore mill rates increased steadily resulting in
total production for the year of 28,755 tonnes. Copper in concentrate sales volumes were 11% higher than
production as concentrate shipments improved significantly due to sales agreements with new customers being
concluded and continued improvements in shipping logistics. This allowed for a reduction in the copper in
concentrate stockpile of 3,201 tonnes since the end of the 2006 year. Guelb Moghrein also benefited from higher
concentrate shipments with a gold credit of $44.1 million during the year.  

Frontier net sales of $16.1 million as commercial production achieved
Since the achievement of commercial production during the fourth quarter, Frontier produced 8,712 tonnes of
copper in concentrate. Partly as a result of a temporary border closure which prevented the shipment of
concentrates, Frontier shipped and sold only 2,684 tonnes of copper in concentrate before year end. The balance
of production was stockpiled at year end.  

Provisional pricing adjustment negative following decrease in copper price during final settlement periods
Included in the above net sales numbers was a total of $9.7 million or $0.02/lb for negative provisional pricing
adjustments related to prior period sales as the majority of provisionally priced copper at December 31, 2006
settled in January and February at average LME prices of $2.57/lb for each month compared to the December 31,
2006 provisional price of $2.87/lb.

FY 2007 operating profit
FY 2006 FY 2005

FY 2007 (Restated) (Restated)

% of % of % of 

USD M sales USD M sales USD M sales

Kansanshi 740.7 47 541.4 50 176.2 40
Bwana/Lonshi 14.0 1 206.1 19 82.2 18
Guelb Moghrein 149.1 10 2.3 – – –
Frontier 9.9 1 – – – –

Total operating profit 913.7 59 749.8 69 258.4 58

% of % of % of 

Unit costs USD M sales1 USD M sales1 USD M sales1

Cash costs (C1) $1.04 33 $0.93 33 $0.64 39
Total costs (C3) $1.27 40 $1.15 41 $0.84 51
1 Calculated as the % of current period selling price

Group operating profit increases 22% to $913.7 million 
Operating profit at Kansanshi increased 37% compared to the 2006 year and Guelb Moghrein posted very strong
results in its first full year of operation. The combined increase in operating profit was impacted, however, by the
results from Bwana/Lonshi. The high unit costs of this operation contributed to an increase in average group cash
unit cost of production (C1) by 12% to $1.04/lb compared to the 2006 year. Removing the impact of higher costs
at Bwana/Lonshi, C1 costs for the other operations averaged $0.86/lb for the year. Across the Group average profit
margin per pound of copper sold was $1.87, which decreased from the comparative year (2006 – $1.97/lb) again
reflecting lower volumes from Lonshi.   

Kansanshi operating profit increases 37% to $740.7 million on increased profit margins
Kansanshi’s average cash unit cost of production (C1) decreased by 5% to $0.90/lb and the average total unit cost
of production (C3) decreased by 8% to $1.04/lb. The decrease was due to a decrease in TC RC’s of 72%, which was
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offset by an increase in ore costs of 22% and an increase in processing unit costs of 14%. The original Kansanshi
Definitive Feasibility Study was based on a $0.80/lb copper price, and revisions in the reserve model for higher
current prices resulted in a reduction of the grade of ore treated through the two process routes. The decision to
process lower grade ore and higher acid-consuming mixed ores through the leach circuit, resulted in the need for
external purchases of a significant quantity of acid at a much higher marginal cost, as well as increased ore mining
and processing costs. Increases in oil-based consumables, electricity and wage costs all contributed to the increased
ore and processing costs.    

Bwana/Lonshi operating profit of $14.0 million 
Bwana copper production was significantly affected by the lack of available high grade ore for processing due to
the heavy rainy season and two border closures during the year. This resulted in an increase of the average cash unit
cost of production (C1) by 163% to $2.24/lb and the average total unit cost of production (C3) by 133% to $2.63/lb
as compared to the 2006 year. Mining unit costs were significantly impacted by these problems resulting in a 191%
increase. 

Guelb Moghrein operating profit of $149.1 million as production reaches design capacity / lower unit costs
Guelb Moghrein copper in concentrate production achieved design capacity during the year with continued cost
improvements since the beginning of the year. The average cash unit cost of production (C1) was $0.65/lb and the
average total unit cost (C3) of $1.15/lb for the period. This improvement continued to be driven by an increase in
copper output, an increase in the gold credit and improved production processes as the operation continued to
stabilize since achieving commercial production in October 2006.  

Frontier achieves operating profit of $9.9 million in first few months of operations
Since achieving commercial production, the average unit cost of production (C1) was $1.29/lb and the average total
unit cost (C3) of production was $1.59/lb.

FY 2007 net profit
FY 2006 FY 2005

FY 2007 (Restated) (Restated)

% of % of % of 

USD M sales USD M sales USD M sales

Operating profit 913.7 59 749.8 69 258.4 58
Corporate costs (32.9) (2) (27.2) (3) (7.0) (2)
Derivative losses (8.7) (1) (58.2) (5) (21.8) (5)
Gain on sale of investment 0.8 – 1.8 – 16.1 4
Exploration (20.3) (1) (18.9) (2) (7.5) (2)
Interest (net) (18.1) (1) (23.9) (2) (17.3) (4)
Tax expense (182.8) (11) (161.1) (15) (46.3) (10)
Minority interests (131.4) (9) (62.9) (6) (20.1) (4)

Net profit 520.3 34 399.4 36 154.5 35

Earnings per share
– basic $7.72 $6.14 $2.51
– diluted $7.62 $6.01 $2.45

Weighted average shares outstanding
– basic 67.4 65.1 61.5
– diluted 68.3 66.4 63.0

Group net profit increases 30% to $520.3 million on higher operating income, lower derivative losses
The increase in net profit was attributable to increased operating income and lower derivative losses compared to
the 2006 year. In addition, Guelb Moghrein’s current tax exempt status results in a lower effective group tax rate.
These were offset by a higher share of minority interests’ profit compared to the 2006 year, due to the strong
contributions from the partly-owned Kansanshi and Guelb Moghrein operations.  

Derivative losses decrease significantly  
The 2007 year’s derivative losses were primarily related to the increasing gold price. Following the closing out of
virtually all of the Company’s copper based derivatives in 2006, the Company was no longer exposed to derivative
losses resulting from an increasing copper price.  

Exploration costs increase 7% to $20.3 million due to increased exploration activities in Zambia
The Company increased its exploration activities in Zambia during the fourth quarter. Part of the increase was
targeted at finding new oxide ore bodies suitable as feed for the Bwana processing facility.
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Interest expense, net of interest income, decreases 24% to $18.1 million due to capitalization of project
related interest costs
The Company capitalized interest costs on facility funds drawn for the development of Frontier, which reduced the
interest expense. This, with an increase in interest income, resulted in the net decrease compared to the 2006 year.

FY 2007 cash flows
FY 2007 FY 2006 FY 2005

USD M USD M USD M

Cash flows from operating activities
– before working capital 771.8 564.2 236.8
– after working capital 540.8 474.0 195.1

Cash flows from financing activities 20.0 13.4 13.6
Cash flows from investing activities (610.3) (320.8) (175.8)

Net cash flows (49.5) 166.6 32.9

Cash flows per share
– before working capital $11.45 $8.67 $3.84
– after working capital $8.01 $7.29 $3.16

Cash inflows from operating activities increases 14% to $540.8 million due to operating results
Operating cash flows before working capital movements continued to be driven by the Company’s operating results
with a 37% increase compared to the 2006 year.

Operating cash flows after working capital movements for the year were impacted by an increase in accounts
receivables of $136.1 million, inventory build-up of $106.9 million and contributions to the long term incentive
plan of $21.3 million. The increase in accounts receivable was due to the increase in sales volume during the latter
part of the year and an increase in the amount of provisionally priced copper tonnes outstanding at year end. In
addition, an increase in income tax payments compared to the previous year contributed to the lower percentage
increase in operating cash flows after working capital movements compared to the 2006 year.

Cash inflows from financing activities increases to $20.0 million due to increase in net debt facility draw
downs
The increase in financing cash inflows was due to higher net long term debt proceeds as the Company had facility
draw downs, net of repayments of $69.3 million compared to $44.7 million during the 2006 year. This, combined
with proceeds on stock options vested and exercised of $11.5 million, was partly offset by an increase in dividend
payments of $31.6 million compared to the previous year.

Cash outflows from investing activities increases 90% to $610.3 million on acquisition of investments 
Investing activities included the purchase of $283.2 million in shares of publicly listed companies held for investment
purposes, which was primarily the investment in Equinox. A further $319.6 million was invested in continued capital
expansion related to the completion of the Frontier project, the Kansanshi high pressure leach project and sulphide
circuit upgrade, and initial expenditure on the Kolwezi project. 

FY 2007 balance sheet
FY 2007 FY 2006 FY 2005

USD M USD M USD M

Cash 200.0 249.5 82.9
Property, plant and equipment 1,308.4 1,068.1 471.3
Total assets 2,682.7 1,719.7 745.8
Long term debt 361.2 294.9 235.0
Total liabilities 1,096.7 799.9 434.7
Shareholders’ equity 1,586.0 919.8 311.1

Net working capital 457.3 312.8 81.2

Net debt to net debt plus equity 9% 5% 33%

Group assets rise 56% to $2,682.7 million 
The Company’s positive operating cash flow enabled continued capital expenditure and investment. Working capital
also rose significantly during the period.

The Company holds $11.3 million of asset backed commercial paper (“ABCP”), which matured in August. Due to
disruptions in the markets, the funds were not repaid when due to the Company. The defaulting issuers of this
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ABCP were placed in an interim standstill arrangement (Montreal Agreement) to restructure these investments and
no final resolution has yet been achieved. In response to the current market conditions, the Company valued these
investments at 85% of the original cost and a provision of $1.1 million, net of tax was recognized during the fourth
quarter. The Company continues to monitor the restructure process and will review its position during the current
quarter in the light of any proposals in which it is asked to participate.  

Inventory balances increased due, mainly, to an additional $55.3 million in consumable stores and $54.2 million in
ore stockpiles. The Company had stockpiles of approximately 18,300 tonnes of copper in concentrate at year end.
Reductions in the Kansanshi and Guelb Moghrein stockpiles from the previous quarter end were offset by stockpiled
production at Frontier. DRC related border issues resulted in the delay of Frontier concentrate shipments. The
issues were resolved in December and shipments commenced, however, this delay contributed to the stockpiling
of approximately 7,100 tonnes of copper in concentrate. Of the remaining 11,200 tonnes, approximately 8,300
tonnes is Kansanshi copper in concentrate production that is stockpiled at the Mufulira smelter awaiting treatment,
with the balance stockpiled at the Guelb Moghrein plant and the Nouakchott port awaiting shipment.  

With the Company’s continued investment in publicly traded company shares throughout the year, an additional
$272.8 million of marketable securities were acquired bringing the total cost to $308.4 million at December 31.
Included in this total was 17.27% of the total issued and outstanding shares of Equinox Minerals Ltd. (“Equinox”).
Equinox is developing its 100% owned Lumwana copper mine located in the North Western Province of Zambia
approximately 65 kilometres west of Kansanshi. The Company holds these Equinox shares for investment purposes
and may acquire further Equinox shares or dispose of its holdings as investment conditions warrant. The Company
recognized an additional $247.0 million of comprehensive income before tax due to the appreciation in the fair
value of these investments for the year, resulting in a closing carrying value of $547.9 million. 

Property, plant and equipment balances increased by $240.3 million, net of depreciation, as the Company
completed the Frontier project and achieved commercial production on November 2. In addition, the Company
continued capital investment in the Kansanshi high pressure leach project and sulphide circuit upgrade and began
work on the Kolwezi project. 

Group liabilities increase 37% to $1,096.7 million 
Long-term debt increased by $66.3 million due to net draw downs during the year to assist in the funding of the
Frontier project. Minority interests increased by $130.2 million due to the positive operating results at Kansanshi and
Guelb Moghrein. In addition, future income tax liabilities increased by $57.1 million due, primarily, to the
appreciation in fair value of the investments.

Subsequent to year-end, the Company finalized a $250.0 million loan facility for general corporate purposes and to
provide financing in relation to the Equinox investment. The facility is secured by a first ranking mortgage over
Equinox shares owned by the Company and will mature in January 2009. 

Shareholders’ equity increases 72% to $1,586.0 million 
Positive earnings of $520.3 million were offset by the payment of dividends of $51.7 million. In addition, with the
adoption of the new accounting policy on financial instruments, the Company recognized $202.6 million of
accumulated other comprehensive income after tax, which was directly related to the appreciation of the
investments in publicly traded securities.

As at February 21, 2008 the Company has 68,143,922 shares outstanding.

Growth activities

Kolwezi development in DRC 
The Kolwezi Project received board approval in November, and the project has started. Detailed design is in
progress and is approximately 25% complete. Construction works are underway on site for infrastructure items
which include power supply, water supply, roads access, construction camp, site housing and site buildings. 

A number of major equipment packages have been awarded, and construction contracts have been let for
earthworks, concrete works and site erected tankage. Approximately $120 million of the project budget has been
committed at year end. Significant work is being undertaken during this current wet season to prepare the site
(especially in terms of availability of construction equipment and tools), to ensure that an efficient and effective start
on process plant construction is made from commencement of the dry season 2008 (nominally April onwards). 

Kansanshi high pressure leach (“HPL”) facility 
Operation of the HPL facility continued during the fourth quarter and concentrated on Autoclave #1. This
autoclave’s metallurgical performance is excellent and has exceeded its design expectation. Efforts were
concentrated on obtaining steady state operating data, and to continue with mechanical improvements which will
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result in maximizing continuous and reliable run time. December’s availability and utilization was 27 days on the #1
autoclave; however, the mechanical (materials) failure of certain valves, seals, and ducting continues to reduce
operating time between repairs. The replacement of components with exotic corrosion/erosion resistant materials
continues. Autoclave #2 returned to service in January incorporating various component improvements. Both
autoclaves are expected to be fully operational at a throughput capacity of 8,500 tonnes per month by the end of
Q1. Actual throughput will be dependent on management decisions to optimize production in the light of
electrowinning capacity and power availability.

Kansanshi sulphide expansion project construction continues 
The construction works for the Kansanshi sulphide circuit expansion to an annual throughput in excess of 12 million
tonnes are well progressed. Concrete works and structural erection are essentially complete, and the site focus is
on mechanical installation, piping and electrical installation. The majority of the project equipment items have been
received on site, and much of the equipment is installed. The main items outstanding are the crusher and specific
mill components (which are en route to site). The completion of the project will occur following the SAG mill
installation after delivery of the mill shell which is due on site during February 2008. The construction completion
and commissioning is expected during the first half of 2008.

Kansanshi fourth 35,000 tonne per year electrowinning tank house
Kansanshi is proceeding with the construction of a fourth 35,000 tonne per year electrowinning tank house to bring
electrowinning capacity to 140,000 tonnes of copper cathode per year. The new tank house is based on existing
designs and the project estimated capital cost is $16 million. All detailed design drawings have been completed and
issued, and almost all mechanical equipment has been procured. Site construction is underway with earthworks
having been completed and site concrete works approximately 50% complete. Structural and mechanical installation
works are scheduled to commence in February, and delivery of project equipment will allow continued erection from
late February onwards. Construction completion is expected in the second half of 2008, with commissioning of the
new tank house to occur approximately mid year. It is not expected that Kansanshi will utilize the full tank house
capacity. It will, however, provide flexibility to make up for periods of power disruptions.

Kashime resource calculation and engineering study for 50,000 tonne copper operation underway
An updated resource estimate is currently underway on the Kashime deposit located in Zambia. Concurrently, an
engineering study has been initiated to evaluate the economics of a mining operation producing approximately
50,000 tonnes of copper per year.

Outlook 

Group copper production estimate for 2008 is 310,000 tonnes
The Company expects to produce approximately 310,000 tonnes of copper in 2008. This expected production
includes approximately 181,000 tonnes from Kansanshi, approximately 84,000 tonnes from Frontier, approximately
33,000 tonnes from Guelb Moghrein and approximately 12,000 tonnes from Bwana/Lonshi.

During January, total copper production was about 25,700 tonnes sourced as follows:
• Kansanshi – 18,300 tonnes;
• Bwana/Lonshi – 800 tonnes;
• Guelb Moghrein – 2,900 tonnes;
• Frontier – 3,700 tonnes.

The Company sold approximately 21,700 tonnes of copper in January.

Group copper production five-year estimate 
The Company is investing significantly in additional capacity at its existing production facilities and as a result plans
that these operations will achieve the following average production levels over the years 2009 to 2013:

• Kansanshi – up 22% on 2008 planned production to 222,000 tonnes;
• Guelb Moghrein – up 30% on 2008 planned production to 43,000 tonnes;
• Frontier – broadly in line with 2008 planned production at 81,000 tonnes.

Over this period the Company expects Group production will rise even further as a result of new operations being
brought on stream.

Mufulira smelter had continued to experience operating difficulties
The Mufulira smelter continued to encounter operating constraints which limited its concentrate treatment capacity.
These operating issues are expected to continue into 2008. The Company was advised by Mopani that it will be
unable to treat all of the Company’s anticipated concentrate production from Kansanshi and Frontier during 2008.
Expansion projects underway on the smelter will increase throughput by mid-year to 1,850 tonnes per day of
concentrate. Even then, the capacity of the Mufulira smelter after treating Mopani’s own material will not be able
to treat all the Company’s concentrate. As a result, the Company will arrange to treat a considerable surplus of
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concentrates from Kansanshi and Frontier through alternative channels including other Copperbelt and overseas
smelters. Depending on the final terms negotiated, this may result in slightly higher realization costs for some of the
concentrate sold due to higher freight charges for export. In addition, the Company will process concentrates
through the HPL at Kansanshi.

Power blackouts in Zambia causing disruptions
Power is a major problem in the whole Southern African region. Increased production capacity has been designed
into the plants to help overcome the effects of power disruptions. Congolese supply is currently adequate. The
Company is currently studying a number of initiatives in an attempt to mitigate long term disruption and supply
constraints. Power supply in Zambia has recently improved, but risks to supply exist associated with load-shedding
and new mine developments.

Zambian budget announcement
The Government of the Republic of Zambia (“GRZ”) announced in January 2008 a number of proposed changes to
the tax regime in the country, particularly in relation to mining companies. These changes, if enacted as proposed
and if applicable to the Company, could result in higher tax payments in that country, which may be material at
current commodity prices, as well as to potentially discourage further investment in both new and existing projects.
The Company has entered into Development Agreements with GRZ on existing operations which provide for
stability in the regulatory environment, including taxation, and rights of international arbitration in the event of
any dispute which the Company will pursue if necessary to protect its contractual position. The impact of the
changes proposed on the Company is uncertain and the Company is seeking resolution of this issue.

Kansanshi focussed on HPL, sulphide expansion and gold plant commissioning
Activities at Kansanshi continue to focus on both the HPL facility, targeting steady state production from autoclave
#1 and autoclave #2, and on construction of the sulphide circuit expansion.

Construction of a carbon-in-leach (CIL) gold facility is complete. Water commissioning of the gold facility was
successfully completed in early October. Process commissioning began in November. The gold plant project
comprises a one ton per day Pressure Zadra circuit designed to treat gravity concentrate and leach residue from the
HPL plant to produce gold/silver doré. Currently, the Company has stockpiled gold rich gravity concentrates
containing approximately 27,000 ounces of gold. Realizing the value of this will result in a significant credit to
earnings and C1 costs. Realization of the value of these concentrates is expected to occur during the first quarter
of 2008.

The continued build-up of the mining fleet, the completion of a fourth 35,000 tonne electrowinning tankhouse and
the completion of the sulphide expansion is expected to result in copper production of 181,000 tonnes in 2008.

Guelb Moghrein producing copper concentrates above design levels
During the fourth quarter, the process plant at Guelb Moghrein operated at above design throughput capacity
attaining steady operations while improving and optimizing the flotation circuit. The average production for the first
quarter in 2008 is expected to be approximately 2,700 tonnes of contained copper per month. The concentrate
stockpile at site has been reduced to an operating level of about 2,500 tonnes of contained copper (approximately
one month’s production).

The CIL gold circuit was taken off line at the beginning of January 2007 due to CIL tailings storage facility (TSF)
constraints. The construction of a new CIL TSF is expected to be completed in the second quarter of 2008. At
present, CIL feed is being stored in a temporary impoundment for future treatment. Gold production at Guelb
Moghrein is expected to be approximately 100,000 ounces in 2008.

An NI 43-101 compliant resource was published on February 12, 2008 and initial investigations into expanding the
processing facility to 45,000 tonnes of copper year are underway. An exploration program to test coincident
magnetic and induced polarization anomalies surrounding Guelb Moghrein with three drill rigs has commenced.

Frontier mine to produce approximately 84,000 tonnes of copper in 2008
The Frontier mine start-up has performed in line with expectations and production should continue to improve
into 2008 as the mine reaches steady state production levels. Production in the first quarter of 2008 is expected to
be impacted by the rains because, at this early stage, limited opportunity has been available to pre-empt the affect
of the wet season. With limitations on the smelter capacity of Mufulira, the current plan is to ship all of Frontier’s
concentrate production for treatment elsewhere on the Copperbelt and for export overseas.

Bwana/Lonshi border issues continue to impact production

The DRC border has been closed for the export of copper ores and exploration core samples from the Lonshi mine
into Zambia since November 2007. The Company has been working with the DRC authorities to resolve this issue.
The mining operations at the Lonshi mine continued but as the ore body reaches its end, there will be retrenchment
of personnel.
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The Lonshi oxide reserve should be exhausted in mid 2008. It is anticipated that about 12,000 tonnes of cathode
will be produced at Bwana during 2008. The Company continues to assess alternative and most beneficial uses for
the Bwana processing plant after the Lonshi ore is exhausted.

The study to construct a decline to assess the underground mining option at Lonshi is underway. If feasible, the aim
would be to commence a decline development by the start of the dry season. Studies are also underway to modify
the Bwana plant for use in metallurgical treatment of cobalt ores, and to build a roaster for copper concentrate.

Kolwezi tailings project construction commences
The Board of Kingamyambo Musonoi Tailings SARL (KMT) (owned by First Quantum 65%, La Generale Des Carrieres
et Des Mines (Gecamines) 12.5%, Industrial Development Corporation of South Africa (IDC) 10%, the International
Finance Corporation (IFC) 7.5% and the Government of the Democratic Republic of Congo 5% (RDC) committed
to proceed with the development of the Kolwezi tailings project (Kolwezi). First Quantum with support from its
contributing equity partners of KMT (IDC and IFC) will finance or procure third party debt project financing totalling
up to $593 million. This satisfies the obligations of First Quantum, the IDC and the IFC under the Contract of
Association to complete feasibility studies, carry out an environmental impact assessment, prepare an environmental
management plan, and to obtain commitments with respect to the financing of the project.

Preparatory site works commenced to meet a schedule for commercial start-up in the first quarter of 2010. The plant
will commence operations at 35,000 tonnes per year copper and 7,000 tonnes per year of cobalt hydroxide at a
capital cost of $553 million. The plant will be designed and constructed such that its capacity can be doubled for
an incremental capital cost of $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. The future development of a cobalt metal facility and the expansion of
copper and cobalt capacity will be considered in light of practical experience on site and on commodity market
conditions.

The Government of the Democratic Republic of Congo (“DRC”) 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 on February 19, 2008 formal notification of the outcome of the review was received by the
Company. The notification lists a number of conditions to be met by the Company. The Company has advice that
the convention is valid and binding and that KMT has complied with all its terms. The convention provides a dispute
resolution mechanism through international arbitration. The Company will liaise with its financially contributing
partners the IFC and IDC and, as invited by the Minister, will through KMT respond to the letter shortly and arrange
to meet with him in due course.
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Appendix A

Summary of quarterly and current year to date results

The following table sets out a summary of the quarterly results for the Company for the last seven quarters and the current year
to date:

Summary of Quarterly and Current Year to Date Results (unaudited)
2006 2006 2006 2007 2007 2007 2007 2007

Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Statement of Operations and Retained Earnings (millions, except where indicated)

Revenues
Current period copper sales (1) $295.9 $311.4 $243.7 $270.9 $315.7 $460.2 $448.4 $1,478.4
Prior period provisional copper 
adjustments (2) 60.4 11.7 (31.7) (17.6) 22.6 3.2 (34.7) (9.7)

Other revenues 6.2 5.3 4.4 8.0 12.5 20.4 29.6 70.5
Total revenues 362.5 328.4 216.4 261.3 350.8 483.8 443.3 1,539.2
Cost of sales (restated) 65.2 81.7 88.5 102.0 121.3 152.6 168.4 544.3
Net earnings (restated) 149.5 133.2 60.9 78.3 123.1 183.6 135.3 520.3
Basic earnings per share (restated) $2.32 $2.00 $0.93 $1.16 $1.83 $2.71 $2.00 $7.72
Diluted earnings per share (restated) $2.27 $1.96 $0.91 $1.14 $1.79 $2.66 $1.97 $7.62

Copper selling price
Current period copper sales (per lb) $3.14 $3.37 $2.89 $2.96 $3.28 $3.58 $2.97 $3.16
Prior period provisional 
adjustments (per lb) 0.57 0.11 (0.35) (0.18) 0.23 0.02 (0.21) (0.02)

Gross copper selling price (per lb) 3.71 3.48 2.54 2.78 3.51 3.60 2.76 3.14
Tolling and refining charges (per lb) (0.19) (0.19) (0.08) (0.06) (0.03) (0.05) (0.06) (0.05)
Freight parity charges (per lb) (0.16) (0.12) (0.14) (0.13) (0.10) (0.10) (0.14) (0.11)

Realized copper price (per lb) 3.36 3.17 2.32 2.59 3.38 3.45 2.56 2.98
Average LME cash copper price (per lb) 3.29 3.48 3.21 2.69 3.46 3.50 3.28 3.23
Realized gold price (per oz) $631 $581 $628 $661 $629 $700 $736 $696
Average gold price (per oz) $627 $622 $614 $650 $667 $681 $788 $697

Total copper sold (tonnes)(3) 48,094 46,302 41,454 44,315 45,366 60,904 73,322 223,907
Total copper produced (tonnes) (3) 49,180 45,480 46,531 46,403 49,979 57,565 72,746 226,693
Total gold sold (ounces) (3) 9,611 8,864 6,944 12,004 19,422 29,182 40,081 100,689
Cash Costs (C1) (per lb) (4) (5) $0.89 $1.00 $1.14 $1.06 $1.12 $0.98 $0.98 $1.04
Total Costs (C3) (per lb) (4) (5) $1.09 $1.23 $1.38 $1.30 $1.38 $1.22 $1.19 $1.27

Financial Position 
Working capital (restated) $245.6 $308.0 $312.8 $246.7 $390.8 $464.8 $457.3 $457.3
Copper in concentrate inventory (tonnes)

Kansanshi 8,389 7,242 9,046 7,102 10,578 9,733 8,325 8,325
Guelb Moghrein – 2,345 6,068 10,182 10,897 8,483 2,867 2,867
Frontier – – – – – – 7,104 7,104
Total copper in concentrate 
inventory (tonnes) 8,389 9,587 15,114 17,284 21,475 18,216 18,296 18,296

Total assets (restated) $1,398.1 $1,574.0 $1,719.7 $1,797.1 $2,035.4 $2,300.4 $2,682.7 $2,682.7
Weighted average # shares (000’s) 64,564 66,615 67,287 67,318 67,531 67,681 67,689 67,394

Cash Flows from 
Operating activities

Before working capital movements 
(restated) $213.5 $176.3 $70.6 $118.9 $175.2 $256.9 $220.8 $771.8

After working capital movements 
(restated) 142.5 118.3 129.3 74.6 40.5 201.6 224.1 540.8

Financing activities (restated) 32.1 (58.6) 53.1 (25.8) 38.0 (42.8) 50.6 20.0
Investing activities (restated) (91.8) (60.1) (122.8) (102.0) (114.8) (96.2) (297.3) (610.3)

Cash Flows from Operating activities per share
Before working capital movements 

(restated) $3.31 $2.65 $1.05 $1.77 $2.59 $3.80 $3.26 $11.45
After working capital movements 

(restated) $2.21 $1.77 $1.92 $1.11 $0.60 $2.98 $3.29 $8.01
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Summary of Quarterly and Current Year to Date Results (unaudited) (continued)

2006 2006 2006 2007 2007 2007 2007 2007

Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Kansanshi Production Statistics

Mining
Waste mined (000’s tonnes) 5,516 6,683 7,123 5,316 6,681 6,482 6,482 24,961
Ore mined (000’s tonnes) 2,552 3,220 2,380 2,600 3,371 4,650 4,867 15,488
Ore grade (%) 1.4 1.4 1.4 1.5 1.6 1.6 1.8 1.6

Processing (3)

Sulphide Ore processed (000’s tonnes) 1,140 1,277 1,212 1,171 1,372 1,759 1,830 6,132
Oxide Ore processed (000’s tonnes) 1,246 1,401 1,080 1,263 1,499 1,465 1,538 5,765
Contained copper (tonnes) 36,981 32,882 31,545 38,231 36,766 41,605 51,572 168,174
Sulphide ore grade processed (%) 1.6 1.2 0.9 0.8 1.1 1.0 1.3 1.1
Oxide ore grade processed (%) 1.5 1.2 1.6 1.8 1.4 1.7 1.6 1.7
Recovery (%) 94 95 92 93 99 99 99 97
Copper cathode produced (tonnes) 17,501 17,158 17,201 22,823 20,322 23,705 26,399 93,249
Copper cathode tolled produced (tonnes) 1,186 3,036 1,805 5,521 12,204 14,314 16,142 48,181
Copper in concentrate produced (tonnes) 16,924 11,984 10,015 7,056 3,727 3,140 8,471 22,394
Total copper production 35,611 32,178 29,021 35,400 36,253 41,159 51,012 163,824
Concentrate grade (%) 25.8 26.4 26.9 25.2 26.6 27.8 28.3 27.2
Combined Costs (per lb) (4) (5)

Mining $0.14 $0.23 $0.21 $0.20 $0.24 $0.24 $0.20 $0.22
Processing 0.44 0.50 0.62 0.54 0.59 0.59 0.53 0.56
Site Administration 0.04 0.04 0.04 0.03 0.02 0.03 0.03 0.03
TC RCs and freight parity charges 0.42 0.31 0.27 0.14 0.16 0.15 0.18 0.17
Gold / Acid credit (0.08) (0.07) (0.05) (0.06) (0.06) (0.07) (0.09) (0.08)

Combined Total Cash Costs (C1) $0.96 $1.01 $1.09 $0.85 $0.95 $0.94 $0.85 $0.90
Combined Total Costs (C3) $1.13 $1.23 $1.28 $1.05 $1.17 $1.13 $0.86 $1.04
Oxide Circuit Costs (per lb) (4) (5)

Mining $0.13 $0.19 $0.15 $0.16 $0.22 $0.19 $0.18 $0.18
Processing 0.52 0.54 0.70 0.56 0.68 0.64 0.64 0.63
Site Administration 0.01 0.02 0.04 0.03 0.02 0.03 0.03 0.03

Oxide Circuit Total Cash Costs (C1) $0.66 $0.75 $0.89 $0.75 $0.92 $0.86 $0.85 $0.84
Oxide Circuit Total Costs (C3) $0.84 $0.96 $1.05 $0.92 $1.12 $1.02 $0.86 $0.97
Sulphide Circuit Costs (per lb) (4) (5)

Mining $0.13 $0.20 $0.20 $0.28 $0.26 $0.32 $0.23 $0.27
Processing 0.35 0.45 0.52 0.45 0.48 0.52 0.39 0.45
Site Administration 0.02 0.02 0.04 0.03 0.02 0.03 0.03 0.03
TC RCs and freight parity charges 0.89 0.73 0.62 0.42 0.39 0.35 0.39 0.39
Gold / Acid credit (0.17) (0.16) (0.13) (0.18) (0.14) (0.17) (0.20) (0.17)

Sulphide Circuit Total Cash Costs (C1) $1.22 $1.24 $1.25 $1.00 $1.01 $1.05 $0.84 $0.97
Sulphide Circuit Total Costs (C3) $1.39 $1.47 $1.49 $1.25 $1.24 $1.29 $0.86 $1.13

Revenues ($ millions) (3)

Copper cathodes $142.3 $158.6 $110.9 $175.8 $249.1 $307.1 $268.0 $1,000.0
Copper in concentrates 109.6 65.3 20.1 42.6 6.9 16.0 37.2 102.7
Gold 6.0 5.2 2.8 4.8 4.7 6.3 10.2 26.0
Total revenues $257.9 $229.1 $133.8 $223.2 $260.7 $329.4 $315.4 $1,128.7

Copper cathode sold (tonnes) 17,568 17,181 17,360 22,798 20,207 24,909 27,897 95,811
Copper tolled cathode sold (tonnes) 1,186 3,036 1,805 5,521 12,204 14,314 16,142 48,181
Copper in concentrate sold (tonnes) 15,692 13,131 8,215 9,000 250 2,696 7,927 19,873
Gold sold (ounces) 9,611 8,864 4,428 7,764 7,118 9,862 16,053 40,797
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Summary of Quarterly and Current Year to Date Results (unaudited) (continued)

2006 2006 2006 2007 2007 2007 2007 2007

Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Bwana/Lonshi Production Statistics

Mining
Waste mined (000’s tonnes) 5,607 5,915 4,081 2,105 3,425 2,992 1,732 10,254
Ore mined (000’s tonnes) 183 110 80 16 94 160 82 352
Ore grade (%) 10.7 11.9 10.4 7.5 6.1 6.8 6.1 6.5

Processing
Oxide Ore processed (000’s tonnes) 314 322 294 242 327 353 355 1,277
Contained copper (tonnes) 15,625 15,011 13,037 5,007 7,653 9,819 6,787 29,266
Oxide ore grade processed (%) 5.0 4.7 4.3 2.1 2.3 2.8 1.9 2.3
Recovery (%) 87 89 96 91 87 85 86 87
Copper cathode produced (tonnes) 13,569 13,302 12,479 4,557 6,676 8,305 5,864 25,402
Acid produced (tonnes) 71,421 63,830 73,901 67,227 69,108 67,537 72,477 276,349
Surplus acid (tonnes) 910 508 8 586 1,483 11 – 2,080
Oxide Circuit Costs (per lb) (4) (5)

Mining $0.32 $0.50 $0.60 $1.49 $1.57 $1.04 $1.37 $1.34
Processing 0.35 0.38 0.43 1.05 0.81 0.65 0.90 0.82
Site Administration 0.10 0.10 0.07 0.20 0.15 0.21 0.35 0.23
Gold / Acid credit (0.08) (0.06) (0.09) (0.24) (0.14) (0.09) (0.17) (0.15)

Oxide Circuit Total Cash Costs (C1) $0.69 $0.92 $1.01 $2.50 $2.39 $1.81 $2.45 $2.24
Oxide Circuit Total Costs (C3) $0.98 $1.18 $1.26 $2.92 $2.77 $2.25 $2.81 $2.63

Revenues ($ millions)
Copper cathodes $104.5 $99.2 $75.4 $22.1 $41.2 $66.1 $37.1 $166.5

Copper cathodes sold (tonnes) 13,648 12,954 12,766 4,664 6,369 8,471 5,898 25,402

Guelb Moghrein Production Statistics

Mining
Waste mined (000’s tonnes) 1,721 1,660 1,719 1,610 1,400 1,487 1,358 5,855
Ore mined (000’s tonnes) 144 179 400 462 539 674 650 2,325
Ore grade (%) 1.9 1.8 1.5 1.4 1.4 1.3 1.4 1.4

Processing (3)

Sulphide Ore processed (000’s tonnes) – – 334 410 464 509 470 1,853
Contained copper (tonnes) – – 6,552 7,791 8,894 10,006 8,410 35,101
Sulphide ore grade processed (%) – – 2.0 1.9 1.9 2.0 1.8 1.9
Recovery (%) – – 78 83 79 81 85 82
Copper in concentrate produced (tonnes) – – 5,031 6,446 7,050 8,101 7,158 28,755
Gold in concentrate produced (ounces) – – 10,355 13,588 12,814 14,699 13,060 54,161
Sulphide Circuit Costs (per lb) (4) (5)

Mining – – $0.40 $0.21 $0.17 $0.12 $0.20 $0.18
Processing – – 0.77 0.56 0.52 0.47 0.64 0.56
Site Administration – – 0.08 0.07 0.06 0.07 0.22 0.11
TC RCs and freight parity charges – – 0.86 0.66 0.43 0.38 0.57 0.51
Gold / Acid credit – – (0.15) (0.21) (0.48) (0.78) (1.26) (0.71)

Sulphide Circuit Total Cash Costs (C1) – – $1.96 $1.29 $0.71 $0.26 $0.37 $0.65
Sulphide Circuit Total Costs (C3) – – $2.45 $1.66 $1.09 $0.76 $1.05 $1.15

Revenues ($ millions) (3)

Copper in concentrates – – $5.6 $12.8 $41.2 $74.1 $55.3 $183.4
Gold – – 1.6 3.1 7.6 14.1 19.3 44.1
Total revenues – – $7.2 $15.9 $48.8 $88.2 $74.6 $227.5

Copper in concentrate sold (tonnes) – – 1,308 2,332 6,336 10,514 12,774 31,956
Gold sold (ounces) – – 2,516 4,240 12,304 19,320 24,028 59,892
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Summary of Quarterly and Current Year to Date Results (unaudited) (continued)

2006 2006 2006 2007 2007 2007 2007 2007

Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY

Frontier Production Statistics

Mining
Waste mined (000’s tonnes) – – – 888 2,857 3,619 2,810 10,174
Ore mined (000’s tonnes) – – – 81 160 1,442 2,042 3,725
Ore grade (%) – – – 1.1 0.9 1.0 1.2 1.1

Processing (3)

Sulphide Ore processed (000’s tonnes) – – – – – – 835 835
Contained copper (tonnes) – – – – – – 11,872 11,872
Sulphide ore grade processed (%) – – – – – – 1.4 1.4
Recovery (%) – – – – – – 73 73
Copper in concentrate produced (tonnes) – – – – – – 8,712 8,712
Sulphide Circuit Costs (per lb) (4)

Mining – – – – – – $0.41 $0.41
Processing – – – – – – 0.32 0.32
Site Administration – – – – – – 0.17 0.17
TC RCs and freight parity charges – – – – – – 0.39 0.39

Sulphide Circuit Total Cash Costs (C1) – – – – – – $1.29 $1.29
Sulphide Circuit Total Costs (C3) – – – – – – $1.59 $1.59

Revenues ($ millions) (3)

Copper in concentrates – – – – – – $16.1 $16.1

Copper in concentrate sold (tonnes) – – – – – – 2,684 2,684

(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) Mining costs included in cash and total costs have been restated to reflect the removal of the deferred stripping accounting policy
and the retroactive restatement of prior period balances.
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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
DRC and Zambia. The wet season in the DRC 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.

Contractual obligations

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 361.2 73.7 89.8 90.3 85.6 5.4 16.4
Deferred payments 13.7 11.9 0.4 0.4 0.4 0.4 0.2
Commitments 80.9 80.9 – – – – –
Asset retirement obligations 8.2 0.9 – – – 1.4 5.9

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, 2007, the following derivative positions were outstanding:

Fair Value

Dec 31, 

2008 2009 Total 2007

USD M

Gold 
Put options (oz) 24,060 38,028 62,088 –
Price ($/oz) $350 $350 $350
Forward contracts (oz) 24,060 38,028 62,088 $(29.1)
Price ($/oz) $400 $400 $400

Other 
Cross currency swaps $6.6
Embedded derivative $(7.4)

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 RCs 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 treatment and refining charges.

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.
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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.

Changes in Accounting Policies

Deferred Stripping
Effective January 1, 2007, the Company adopted CICA Emerging Issues Committee Abstract 160 (EIC–160)
“Stripping Costs Incurred in the Production Phase of a Mining Operation.” The Company elected to apply the
standard on a retroactive basis with restatement of prior period balances. EIC–160 requires stripping costs incurred
in the production phase to be accounted for as variable production costs to be included in the costs of inventory
produced, unless the stripping activity can be shown to be a betterment of the mineral property, in which case
stripping costs will be capitalized. Betterment occurs when stripping activity increases future output of the mine by
providing access to additional sources of reserves. Effective January 1, 2007, as a result of the adoption of EIC-160,
the Company recorded a cumulative adjustment to retained earnings of $15.3 million, an increase in inventory of
$19.9 million, and a reduction of other assets of $44.6 million. 

Financial Instruments
Effective January 1, 2007, the Company adopted the new CICA accounting standards on financial instruments
along with other amendments to the CICA handbook. As prescribed, prior periods have not been restated. 

Section 3855, Financial Instruments – Recognition and Measurement, specifies whether fair values or cost based
measures are used to determine the recorded amounts for financial assets, financial liabilities and non-financial
derivatives, and when such amounts should be recognized. The standard also specifies the presentation of gains and
losses on financial instruments. 

Effective January 1, 2007, the Company’s marketable securities have been designated as available-for-sale and
recorded at fair value on the balance sheet. Changes in fair value of these instruments are reflected in other
comprehensive income. The recognition of these instruments at fair value resulted in a decrease in investments of
$3.0 million and accumulated other comprehensive income of $2.5 million (net of tax of $0.5 million) at January 1,
2007. 

All derivatives, including embedded derivatives, are now recorded on the balance sheet at fair value. Changes in
fair value of derivatives are recorded in net income or comprehensive income. As the Company did not apply
hedge accounting and recorded all changes in the fair value of derivatives in operating income, the impact of
adoption was limited to the recognition of certain embedded derivatives. The recognition of these embedded
derivatives resulted in an increase in other liabilities of $8.2 million, a decrease in retained earnings of $5.0 million,
a decrease of future income tax liabilities of $2.0 million and a decrease in minority interest liability of $1.2 million
at January 1, 2007. For the purposes of identifying embedded derivatives, the Company elected a transition date
of January 1, 2003. 

All other financial instruments are recorded at cost or amortized cost. The Company has elected to include costs
incurred to acquire financial instruments in the underlying balance. This resulted in the reclassification of debt issue
costs of $10.0 million from other assets to long-term debt effective January 1, 2007. 

Section 3865, Hedges, applies when a company chooses to designate a hedging relationship for accounting
purposes. The Company has chosen not to apply hedge accounting to its current portfolio of derivatives and
therefore there is no current impact of adoption of this standard. 

Section 1530, Comprehensive income, requires the presentation of comprehensive earnings and its components.
Comprehensive earnings comprise net income and other comprehensive income (“OCI”). OCI includes unrealized
gains and losses on financial assets classified as available-for-sale. The cumulative amount of OCI, (“accumulated
other comprehensive income” or “AOCI”) is presented as a new category of shareholder’s equity in the
consolidated balance sheets. 
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Future Changes in Accounting Policies
The CICA has issued three new standards which may affect the financial disclosures and results of operations of the
Company for interim and annual periods beginning January 1, 2008. The Company will adopt the requirements
commencing in the quarter ended March 31, 2008 and is considering the impact this will have on the Company's
financial statements.

Section 1535, Capital disclosures, establishes standards for disclosing information about an entity’s capital and
how it is managed. Under this standard, the Company will be required to disclose quantitative and qualitative
information about its objectives, policies and processes for managing capital.

Section 3031, Inventories, provides guidance on the determination of costs and its subsequent recognition as an
expense, including any write-down to net realizable value. It also provides guidance on the cost formulas that are
used to assign costs to inventories. 

Section 3862, Financial instruments – disclosures, requires entities to disclose quantitative and qualitative
information that enable users to evaluate (a) the significance of financial instruments for the Company’s financial
performance, and (b) 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, and management’s objectives, policies and procedures
for managing such risks. The Company will be required to disclose the measurement bases used, and the criteria
used to determine classification of financial instruments. 

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 in 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.

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 straight-forward 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.
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The determination of the Company’s tax expense for the year and its future tax liabilities and assets involves
significant management estimation and judgement 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 PSUs and 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. 

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 2006 Audited 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.
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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, 2007 under the supervision of the
Company’s Disclosure Committee and with the participation of management. Based on that evaluation, the Chief
Executive Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures
were effective. Since the December 31, 2007 evaluation, there have been no adverse changes to the Company’s
controls and procedures and they continue to remain effective.

Internal Controls over Financial Reporting

Internal controls over financial reporting are 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.

An evaluation of the design effectiveness of the Company’s internal controls over financial reporting was conducted
as of December 31, 2007 by the Company’s management, including the Chief Executive Officer and Chief Financial
Officer. Based on this evaluation, management has concluded that the design of the Company’s internal controls
over financial reporting was effective.

There were no adverse changes in the Company’s internal controls over financial reporting during the year ended
December 31, 2007 that have materially affected, or are reasonably likely to materially affect, its internal controls
over financial reporting.

Forward Looking Statements

Certain information contained in the Management’s Discussion and Analysis 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. Such forward-looking statements or information,
including but not limited to those with respect to the prices of gold, copper, cobalt and sulphuric acid, estimated
future production, estimated costs of future production, the Company’s hedging policy and permitting time lines,
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. Such factors include, among others, the
actual prices of copper, gold, cobalt and sulphuric acid, the factual results of current exploration, development
and mining activities, changes in project parameters as plans continue to be evaluated, changes in government
regulations, as well as those factors disclosed in the Company’s documents filed from time to time with the Alberta,
British Columbia, and Ontario Securities Commissions, the Autorité des marchés financiers in Quebec, the United
States Securities and Exchange Commission and the London Stock Exchange.
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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 judgements 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.

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

February 21, 2008

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, 2007 and
2006 and the consolidated statements of earnings and comprehensive 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, 2007 and 2006 and the results of its operations and its cash flows for the
years then ended in accordance with Canadian generally accepted accounting principles.

Chartered Accountants

Vancouver, B.C.

February 21, 2008
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Consolidated Balance Sheets

As at December 31, 2007 and 2006 
(expressed in millions of U.S. dollars, except where indicated)

2006

$

2007 restated – 

$ note 2

Assets
Current assets
Cash and cash equivalents (note 19) 200.0 249.5
Restricted cash (note 10) 22.5 15.0
Accounts receivable 272.0 142.8
Inventory (note 6) 279.4 167.3
Current portion of other assets (note 9) 12.7 10.1

786.6 584.7
Investments (note 7) 567.0 45.2
Property, plant and equipment (note 8) 1,308.4 1,068.1
Other assets (note 9) 20.7 21.7

2,682.7 1,719.7

Liabilities
Current liabilities
Accounts payable and accrued liabilities 104.9 84.8
Current taxes payable 127.2 110.0
Current portion of long-term debt (note 10) 73.7 57.7
Current portion of other liabilities (note 11) 23.5 19.4

329.3 271.9
Long-term debt (note 10) 287.5 237.2
Other liabilities (note 11) 40.1 38.3
Future income tax liabilities (note 13) 224.4 167.3

881.3 714.7
Minority interests 215.4 85.2

1,096.7 799.9

Shareholders’ equity
Capital stock 396.0 396.0
Retained earnings 987.4 523.8
Accumulated other comprehensive income 202.6 -

1,586.0 919.8

2,682.7 1,719.7

Commitments (note 20)

Approved by the Board of Directors

Director Director

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of 
Earnings and Comprehensive Income

For the years ended December 31, 2007 and 2006 
(expressed in millions of U.S. dollars, except where indicated)

2006

$

2007 restated –

$ note 2

Sales revenues
Copper 1,468.7 1,074.0
Gold 70.1 20.1
Acid 0.4 0.4

1,539.2 1,094.5
Cost of sales (544.3) (288.6)
Depletion and amortization (81.2) (56.1)

913.7 749.8
Other expenses/income

Exploration (20.3) (18.9)
General and administrative (28.0) (19.2)
Interest and finance costs (28.9) (32.7)
Other expenses/income (note 16) (2.0) (55.6)

(79.2) (126.4)

Earnings before income taxes and minority interests 834.5 623.4
Income taxes (note 13) (182.8) (161.1)
Minority interests (131.4) (62.9)

Net earnings for the year 520.3 399.4

Comprehensive income
Net earnings for the year 520.3
Other comprehensive income

Unrealized gain on available-for-sale securities, net of tax of $41.2 million 205.8
Realized gain on available-for-sale securities, net of tax of $0.1 million, 

transferred to net earnings for the year (0.7)

205.1

Comprehensive income 725.4

Earnings per common share
Basic $7.72 $6.14
Diluted $7.62 $6.01

Weighted average shares outstanding (000’s)
Basic 67,394 65,088
Diluted 68,246 66,442

Total shares issued and outstanding (000’s) 68,108 67,291

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of 
Changes in Shareholders’ Equity

For the years ended December 31, 2007 and 2006 
(expressed in millions of U.S. dollars, except where indicated)

2006

$

2007 restated – 

$ note 2

Capital stock
Common shares (note 14a)
Balance – beginning of year 399.6 160.7

Stock options exercised (note 14a) 15.6 4.0
Shares issued on acquisition of Adastra (note 5) – 234.9

Balance – end of year 415.2 399.6

Treasury shares (note 14b)
Balance – beginning of year (15.6) –

Shares purchased (note 14b) (21.3) (15.6)
Restricted stock units vested (note 14b) 2.6 –

Balance – end of year (34.3) (15.6)

Contributed surplus
Balance – beginning of year 12.0 5.8

Compensation expense for the year 9.8 6.7
Transfers upon exercise of stock options (4.1) (0.5)
Transfers upon vesting of restricted stock units (2.6) –

Balance – end of year 15.1 12.0

Total capital stock 396.0 396.0

Retained earnings 
Balance – beginning of year as previously reported 539.1 144.8
Change in accounting policies

Deferred stripping (note 2a) (15.3) (0.3)
Financial instruments (note 2b) (5.0) –

Net earnings for the year 520.3 399.4
Dividends (51.7) (20.1)

Balance – end of year 987.4 523.8

Accumulated other comprehensive income
Balance – beginning of year –

Change in accounting policy (note 2b) (2.5)
Increment in fair value of available-for-sale securities, net of realized gains 205.1

Balance – end of year 202.6

Retained earnings and accumulated other comprehensive income 1,190.0 523.8

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows

For the years ended December 31, 2007 and 2006 
(expressed in millions of U.S. dollars, except where indicated)

2006

$

2007 restated – 

$ note 2

Cash flows from operating activities
Net earnings for the year 520.3 399.4

Items not affecting cash
Depletion and amortization 81.2 56.1
Minority interests 131.4 62.9
Unrealized foreign exchange loss 4.0 4.6
Future income tax expense 21.6 16.6
Stock-based compensation expense 9.8 6.7
Unrealized derivative instruments (gain) loss (1.6) 5.6
Other 5.1 12.3

771.8 564.2
Change in non-cash operating working capital

Increase in accounts receivable (136.1) (81.8)
Increase in inventory (106.9) (99.1)
Increase in accounts payable and accrued liabilities 15.3 12.5
Increase in current taxes payable 17.2 94.0

Long term incentive plan contributions (note 14b) (21.3) (15.6)

540.0 474.2

Cash flows from financing activities
Proceeds from long-term debt 125.0 307.0
Repayments of long-term debt (55.7) (251.5)
Payment of financing fees for long-term debt – (10.8)
Proceeds on issuance of common shares 11.5 3.5
Dividends paid (51.7) (20.1)
Deferred premium obligation paid (9.1) (9.2)
Other – (5.5)

20.0 13.4

Cash flows from investing activities
Restricted cash (7.5) 5.2
Payments for property, plant and equipment (319.6) (264.3)
Acquisition of Adastra Minerals Inc. (note 5) – (27.8) 
Acquisition of investments – net (283.2) (33.9)

(610.3) (320.8)

Effect of exchange rate changes on cash 0.8 (0.2)
(Decrease) increase in cash and cash equivalents (49.5) 166.6
Cash and cash equivalents – beginning of year 249.5 82.9

Cash and cash equivalents – end of year 200.0 249.5

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to 
Consolidated Financial Statements
For the years ended December 31, 2007 and 2006 
(expressed in millions of U.S. dollars, except where indicated)

1. Nature of operations
First Quantum Minerals 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 principally in
Zambia, the Democratic Republic of Congo (“DRC”), and Mauritania.

2. Changes in accounting policies

a) Deferred stripping
Effective January 1, 2007, the Company adopted CICA Emerging Issues Committee Abstract 160 (“EIC–160”)
“Stripping Costs Incurred in the Production Phase of a Mining Operation.” The Company elected to apply the
standard on a retrospective basis with restatement of prior period balances. EIC–160 requires stripping costs
incurred in the production phase to be accounted for as variable production costs to be included in the costs of
inventory produced, unless the stripping activity can be shown to be a betterment of the mineral property, in which
case stripping costs will be capitalized. Betterment occurs when stripping activity increases future output of the mine
by providing access to additional sources of reserves. Effective January 1, 2007, as a result of the adoption of EIC-
160, the Company recorded a cumulative adjustment to decrease retained earnings by $15.3 million, increase
inventory by $19.9 million, decrease future income tax liabilities by $9.4 million, and decrease other assets by $44.6
million. 

b) Financial instruments
Effective January 1, 2007, the Company adopted the new CICA accounting standards on financial instruments
along with other amendments to the CICA handbook. As prescribed, prior periods have not been restated. 

Section 3855, Financial Instruments – Recognition and Measurement, specifies whether fair values or cost based
measures are used to determine the recorded amounts for financial assets, financial liabilities and non-financial
derivatives, and when such amounts should be recognized. The standard also specifies the presentation of gains and
losses on financial instruments. 

Effective January 1, 2007, the Company’s marketable securities have been designated as available-for-sale and
recorded at fair value on the balance sheet. Changes in fair value of these instruments are reflected in other
comprehensive income. The recognition of these instruments at fair value resulted in a decrease in investments of
$3.0 million and accumulated other comprehensive income of $2.5 million (net of tax of $0.5 million) at January 1,
2007. 

All derivatives, including embedded derivatives, are now recorded on the balance sheet at fair value. Changes in
fair value of derivatives are recorded in net income. As the Company previously did not apply hedge accounting and
recorded all changes in the fair value of derivatives in operating income, the impact of adoption was limited to the
recognition of certain embedded derivatives. The recognition of these embedded derivatives resulted in a cumulative
adjustment to increase other liabilities by $8.2 million, decrease retained earnings by $5.0 million, decrease future
income tax liabilities by $2.0 million and decrease minority interest liability by $1.2 million at January 1, 2007. For the
purposes of identifying embedded derivatives, the Company elected a transition date of January 1, 2003. 

All other financial instruments are recorded at cost or amortized cost. The Company has elected to include costs
incurred to acquire financial instruments in the underlying balance. This resulted in the reclassification of debt issue
costs of $10.0 million from other assets to long-term debt effective January 1, 2007. 

Section 3865, Hedges, applies when a company chooses to designate a hedging relationship for accounting
purposes. The Company previously did not apply hedge accounting and has elected not to apply hedge accounting
to its current portfolio of derivatives and therefore there is no impact of adoption of this standard. 

Section 1530, Comprehensive income, requires the presentation of comprehensive income and its components.
Comprehensive income comprise net earnings and other comprehensive income (“OCI”). OCI includes unrealized
gains and losses on financial assets classified as available-for-sale. The cumulative amount of OCI, (“accumulated
other comprehensive income” or “AOCI”) is presented as a new category of shareholder’s equity in the
consolidated balance sheets. 
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3. Future changes in accounting policies

Effective January 1, 2008
The CICA has issued three new standards which may affect the financial disclosures and results of operations of the
Company for interim and annual periods beginning January 1, 2008. The Company will adopt the requirements
commencing in the quarter ended March 31, 2008 and is considering the impact this will have on the Company's
financial statements.

Section 1535, Capital disclosures, establishes standards for disclosing information about an entity’s capital and
how it is managed. Under this standard, the Company will be required to disclose quantitative and qualitative
information about its objectives, policies and processes for managing capital.

Section 3031, Inventories, provides guidance on the determination of costs and its subsequent recognition as an
expense, including any write-down to net realizable value. It also provides guidance on the cost formulas that are
used to assign costs to inventories. 

Section 3862, Financial instruments – disclosures, requires entities to disclose quantitative and qualitative
information that enable users to evaluate (a) the significance of financial instruments for the Company’s financial
performance, and (b) 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, and management’s objectives, policies and procedures
for managing such risks. The Company will be required to disclose the measurement bases used, and the criteria
used to determine classification of financial instruments. 

Effective January 1, 2009
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. The company will adopt the requirements
commencing in the quarter ended March 31, 2009 and is considering the impact this will have on the company's
financial statements.

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.

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 Minera De Sakania SPRL (“Comisa”), Kansanshi Mining Plc (“Kansanshi”),
Mauritanian Copper Mines SARL (“Guelb Moghrein”), Frontier SPRL (“Frontier”), and Kingamyambo Musonoi
Tailings SARL (“Kolwezi”)

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, sulphuric acid and gold 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.
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Foreign currency translation
The functional currency of all of the Company’s operations is the U.S. dollar. The Company’s foreign currency
transactions are translated into U.S. dollars 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. 

Inventory
Product inventories comprise ore in stockpiles, acid and metal work-in-progress and acid and finished cathode and
metal in concentrate. 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. 

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

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 deemed to be other-than-temporary 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 5 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.

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 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
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the extent the net book value 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.

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 near term
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 valued 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 price recorded upon recognition of revenue and the final price due to
fluctuations in copper 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.

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. 
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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. Acquisition of Adastra Minerals Inc. (“Adastra”)
In 2006, the Company acquired 100% of the outstanding shares of Adastra in a two step transaction. Adastra was
an international mining company currently developing the Kolwezi Copper-Cobalt Tailings Project in the DRC.

The acquisition of Adastra was accounted for as an asset purchase. The total purchase cost was $273.3 million
comprising:

$

Issuance of common shares (a) 234.9
Cash 35.0
Transaction costs 3.4

273.3

a) The Company issued 3.5 million common shares at CA$ 55.87 per share for the initial acquisition of Adastra
and a further 1.2 million common shares at CA$ 57.41 per share for the second step acquisition of Adastra.
The measurement of the common share component of the consideration was 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 Adastra including transaction costs less the cash received was $27.8 million.

The allocation of the total purchase cost was as follows:

$

Assets
Cash 10.6
Restricted cash 3.0
Accounts receivable 0.7
Property, plant and equipment 387.6

Liabilities
Accounts payable and accrued liabilities 10.1
Other liabilities 9.0
Future income tax liability 109.5

Net assets acquired 273.3

6. Inventory
2006

$

2007 restated –

$ note 2

Ore in stockpiles 104.9 50.7
Work-in-progress 7.1 4.9
Finished product 41.4 41.0

Total product inventory 153.4 96.6
Consumable stores 126.0 70.7

Total inventory 279.4 167.3
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7. Investments
2007 2006

$ $

Carlisa Investment Corp. (a) – at cost 9.5 9.5
Equinox Minerals Limited (b) – at fair value (2006 – at cost) 543.0 35.7
Other available-for-sale investments – at fair value 4.9 –
Asset-backed commercial paper (c) – at fair value 9.6 –

567.0 45.2

a) The Company has an 18.8% interest in Carlisa, a privately owned company, which holds a 90% interest in
Mopani Copper Mines Ltd (“Mopani”). Mopani operates the Nkana mine and the Mufulira mine and smelter
in Zambia. As Carlisa is a privately held entity, the fair value of this investment is not readily determinable. 

b) The Company has a 17.3% interest in Equinox Minerals Limited (“Equinox”) which is developing the Lumwana
copper mine in Zambia. The Equinox investment had a fair value of $32.7 million at December 31, 2006.

c) The Company holds a face value of $11.3 million of asset backed commercial paper (“ABCP”), which matured
in August 2007. Due to disruptions in the markets, the funds were not repaid when due to the Company. The
defaulting issuers of this ABCP were placed in an interim standstill arrangement (Montreal Agreement) to
restructure these investments and no final resolution has yet been achieved. The Company has recognized
an impairment loss of 15%. At December 31, 2006, the ABCP balance was included in cash and cash
equivalents. 

8. Property, plant and equipment
2007 2006

Accumulated Net Accumulated Net

Cost amortization $ Cost amortization $

Plant and equipment 927.3 (211.0) 716.3 520.9 (133.4) 387.5
Capital work-in-progress 142.0 – 142.0 264.2 – 264.2
Mineral properties and mine 

development costs 482.0 (31.9) 450.1 441.0 (24.6) 416.4

Total 1,551.3 (242.9) 1,308.4 1,226.1 (158.0) 1,068.1

a) During 2007, $5.4 million (2006 – $2.2 million) of interest and financing costs were capitalized. 

b) The Government of the Democratic Republic of Congo (“DRC”) 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 on February 19, 2008 formal notification of the outcome of the review was
received by the Company. The notification lists a number of conditions to be met by the Company. The
Company has advice that the convention is valid and binding and that KMT has complied with all its terms.
The convention provides a dispute resolution mechanism through international arbitration. The Company
will liaise with its financially contributing partners the IFC and IDC and, as invited by the Minister, will through
KMT respond to the letter shortly and arrange to meet with him in due course. The current carrying value of
the Kolwezi mineral property is $404.2 million.

9. Other assets
2006

$

2007 restated –

$ note 2

Prepaid power 12.1 9.9
Deferred finance fees (note 2b) – 10.0
Fair value of derivative instruments (note 18) 6.6 2.6
Future income tax asset (note 13) 3.2 2.5
Other 11.5 6.8

Total other assets 33.4 31.8
Less: Current portion (12.7) (10.1)

20.7 21.7
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10. Long-term debt
2007 2006

$ $

Drawn debt facilities
Corporate revolving credit and term loan facility (a) 298.4 225.0
Kansanshi subordinated debt facility (b) 43.1 44.7
Kansanshi project completion facility (c) 19.5 25.0
Other 0.2 0.2

Total long-term debt 361.2 294.9
Less: Current portion (73.7) (57.7)

287.5 237.2

Undrawn debt facilities
Corporate revolving credit and term loan facility (a) 95.0 175.0

The scheduled future minimum repayments are as follows:

$

2008 73.7
2009 89.8
2010 90.3
2011 85.6
2012 5.4
Thereafter 16.4

361.2

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 to
restructure existing project debt, provide financing for development of the Frontier project and to provide a
revolving facility to be used for general corporate purposes.

The facility is comprised of 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 instalments commencing on March 31, 2007; tranche B is repayable in seven semi-annual instalments
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 2.50%. 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 $305.0 million. The
carrying amount is net of issue and transaction costs of $6.6 million. The security 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. A sinking fund was established in 2006 to meet required instalments and $22.5 million
was recorded as restricted cash. 

b) 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 and interest rate swaps to mitigate the effects of movements in the Euro
(note 18). 

The Kansanshi subordinated debt facility has a principal amount outstanding of 30.2 million Euros (2006 – 34.0
million Euros). The carrying amount is net of issue and transaction costs of 0.7 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 18), with changes in fair value recorded as a component of
net earnings. 

c) 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 instalments commencing December
31, 2006. Interest is calculated at LIBOR plus 3.5%. 
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The Kansanshi project completion facility has a principal amount outstanding of $19.5 million which is equal to its
carrying amount. 

d) Corporate revolving loan facility
Subsequent to year-end, the Company finalized, but has not drawn, a $250.0 million loan facility for general
corporate purposes and to provide financing in relation to the Equinox investment (note 7). The facility is secured
by a first ranking mortgage over Equinox shares owned by the Company and will mature in January 2009. Interest
will be calculated at LIBOR plus 2.50%.  

11. Other liabilities
2007 2006

$ $

Unrealized fair value of derivative liabilities (note 18) 36.5 26.6
Deferred premium obligation (note 18) – 8.5
Kolwezi deferred payment (a) 7.9 7.9
Asset retirement obligations (note 12) 8.2 5.0
Other 11.0 9.7

Total other liabilities 63.6 57.7
Less: Current portion (23.5) (19.4)

40.1 38.3

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 DRC, the 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 May 2004. The remaining $10.0 million will become due and
payable upon drawdown of the financing arrangements for the Kolwezi project. The Company’s share of the TER
is $7.9 million. Financing arrangements are expected to be completed in 2008.

12. 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, 2007 and 2006:

2007 2006

$ $

At January 1 5.0 4.2
Obligations incurred 2.5 0.6
Expenditures (0.1) (0.1)
Accretion expense 0.8 0.3

At December 31 8.2 5.0
Less: Current portion (0.9) (0.4)

7.3 4.6

The asset retirement obligations have been recorded initially as a liability at fair value, assuming a credit adjusted
risk-free discount rate between 7.5% and 9.0% and an inflation factor between 3% and 4%. The liability for
retirement and remediation on an undiscounted basis before inflation is estimated to be approximately $13.8
million. Payments are expected to occur over a period exceeding 20 years. 

As a result of the expansion of the Kansanshi processing facilities, an additional asset retirement obligation of $2.5
million was recognized during the year. 
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13. 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:

2006

$

2007 restated –

$ note 2

Amount Amount

$ % $ %

Earnings before income taxes and minority interest 834.5 623.4
Income taxes at statutory rates 283.7 34 212.0 34
Difference in foreign tax rates (107.9) (13) (55.1) (9)
Non-deductible expenses 3.2 – 4.4 1
Tax losses recognized and other 3.8 1 (0.2) –

Taxation expense 182.8 22 161.1 26

Income tax expense
Current income taxes 161.2 144.5
Future income taxes 21.6 16.6

182.8 161.1

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

2006

$

2007 restated –

$ note 2

Property, plant and equipment 220.3 177.6
Fair value of investments 36.7 –
Operating loss carry-forwards (16.4) –
Other (16.2) (10.3)

Net future income tax liability 224.4 167.3

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

2006

$

2007 restated –

$ note 2

Operating loss carry-forwards 3.2 17.1
Other – 2.5
Valuation allowance – (17.1)

Net future income tax asset 3.2 2.5

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 2012.

b) The Government of the Republic of Zambia (“GRZ”) announced in January 2008 a number of proposed
changes to the tax regime in the country, particularly in relation to mining companies. These changes, if
enacted as proposed and if applicable to the Company, could result in higher tax payments in that country,
which may be material at current commodity prices. The Company has entered into Development
Agreements with GRZ on existing operations which provide for stability in the regulatory environment,
including taxation, and rights of independent arbitration in the event of any dispute. The impact of the
changes announced on the Company is uncertain and the Company is seeking resolution of this issue.
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14. Capital Stock

a) Common Shares
Authorized

Unlimited common shares without par value
Issued

Number of Shares 

(000’s)

Balance as at December 31, 2005 61,674
Stock options exercised (note 15a) 930
Shares issued on acquisition of Adastra (note 5) 4,687

Balance as at December 31, 2006 67,291
Stock options exercised (note 15a) 817

Balance as at December 31, 2007 68,108

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 15b). 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, 2005 –
Shares purchased 282

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

Balance as at December 31, 2007 502

15. Stock based compensation
Included in general and administrative expense is stock based compensation expense as follows:

2007 2006

$ $

Share stock option expense (a) 3.6 4.1
Long term incentive plan expense (b) 6.2 2.6

9.8 6.7

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.

2007 2006

Weighted Weighted

average average 

Number of exercise Number of exercise 

shares price shares price

(000’s) CA$ (000’s) CA$

Outstanding – beginning of year 1,996 18.69 3,104 13.41
Granted – – 148 44.41
Exercised (817) 14.62 (930) 4.20
Cancelled (48) 23.25 (326) 20.86

Outstanding – end of year 1,131 20.49 1,996 18.69

There were no stock options granted during the current year. The Company has recorded stock option expense of
$3.6 million (2006 – $4.1 million) during the year.
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At December 31, 2007, the following stock options were outstanding:

Number Exercise price Weighted average Weighted average 

of shares range exercise price remaining life

(000’s) CA$ CA$ (months)

599 $5.10 – $17.44 14.05 17
426 $20.88 – $29.25 23.67 31
106 $37.41 – $59.00 44.13 40

1,131 20.49 24

Stock options vest over a three year period. At December 31, 2007, 599,000 stock options were vested and
exercisable, all of which are in the exercise price range of $5.10 – $17.44 per option. 

The Company estimates 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:

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%

b) Long-term incentive plan

The Company has a long-term incentive plan (the “Plan”), which provides for the issuance of PSUs and RSUs in such
amounts as approved by the Company’s Compensation Committee.

Under the Plan, each PSU entitles participants, which includes 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. Current RSU grants will vest in equal tranches over a 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.

2007 2006

Number of Number of 

shares shares

(000’s) (000’s)

Performance stock units
Outstanding – beginning of year 108 –
Granted 91 108
Vested – –
Cancelled (10) –

Outstanding – end of year 189 108

Restricted stock units
Outstanding – beginning of year 177 –
Granted 90 178
Vested (57)
Cancelled (31) (1)

Outstanding – end of year 179 177
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The following assumptions were used in the Monte Carlo Simulation model to calculate compensation expense in
respect of the PSUs granted, which amounted to 21.9% of issue value for 2007 (2006 – 24.2%):

2007 2006

Risk-free interest rate 4.59% 4.45%
Vesting period 3 years 3 years
Expected volatility 50.2% 46.1%
Expected forfeiture per annum 4% 5%
Expected dividend 0% 0%
Weighted average probability of vesting 24.7% 28.5%

16. Other expenses/income
2007 2006

$ $

Derivative instrument losses (8.7) (58.2)
Foreign exchange losses (3.2) (8.0)
Interest and sundry income 10.8 8.8
Gain on sale of investments 0.8 1.8
Other (1.7) –

(2.0) (55.6)

17. Segmented information
The Company’s reportable operating segments are individual mine operations and the reportable segments are
Kansanshi, Bwana/Lonshi, Guelb Moghrein, Frontier and Corporate. Each mine 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 and corporate administration. It includes the Kolwezi project, which is in the pre-construction phase, the
Connemara gold mine in Zimbabwe, which is currently on a care and maintenance basis, and other strategic
investments.

For the year ended December 31, 2007, segmented information is presented as follows:

2007

Bwana/ Guelb

Kansanshi Lonshi Moghrein Frontier Corporate Total

$ $ $ $ $ $

Segmented revenues 1,128.7 204.4 227.5 16.1 17.5 1,594.2
Less inter-segment revenues – (37.5) – – (17.5) (55.0)

Revenues 1,128.7 166.9 227.5 16.1 – 1,539.2
Cost of sales (339.4) (137.3) (62.8) (4.8) – (544.3)
Depletion and amortization (48.6) (15.6) (15.6) (1.4) – (81.2)

Operating profit 740.7 14.0 149.1 9.9 – 913.7
Interest on long-term debt (7.9) (0.2) (9.6) (1.9) (9.3) (28.9)
Other (21.1) (8.8) (1.0) (0.2) (19.2) (50.3)

Segmented profit (loss) 
before undernoted items 711.7 5.0 138.5 7.8 (28.5) 834.5
Income taxes (181.5) (1.3) – (2.3) 2.3 (182.8)
Minority interests (105.0) – (26.4) – – (131.4)

Segmented profit 425.2 3.7 112.1 5.5 (26.2) 520.3

Property, plant and equipment 519.0 42.8 104.9 232.5 409.2 1,308.4
Total assets 840.3 212.5 227.4 298.4 1,104.1 2,682.7
Capital expenditures 156.9 9.0 12.3 121.7 25.3 325.2
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For the year ended December 31, 2006, segmented information is presented as follows:

2006 

restated – note 2

Bwana/ Guelb

Kansanshi Lonshi Moghrein Frontier Corporate Total

$ $ $ $ $ $

Segmented revenues 745.7 374.4 7.2 – 14.7 1,142.0
Less inter-segment revenues – (32.8) – – (14.7) (47.5)

Revenues 745.7 341.6 7.2 – – 1,094.5
Cost of sales (172.9) (111.9) (3.8) – – (288.6)
Depletion and amortization (31.4) (23.6) (1.1) – – (56.1)

Operating profit (loss) 541.4 206.1 2.3 – – 749.8
Interest on long-term debt (30.7) (0.7) (0.6) – (0.7) (32.7)
Other (63.0) (13.3) (1.4) – (16.0) (93.7)

Segmented profit before 
undernoted items 447.7 192.1 0.3 – (16.7) 623.4

Income taxes (115.2) (49.2) – – 3.3 (161.1)
Minority interests (62.9) – – – – (62.9)

Segmented profit 269.6 142.9 0.3 – (13.4) 399.4

Property, plant and equipment 411.3 49.1 106.0 116.4 385.3 1,068.1
Total assets 633.3 155.3 145.2 122.8 663.1 1,719.7
Capital expenditures 111.0 2.4 44.9 106.5 384.6 649.4

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 primarily in Africa. Specifically, the Company has capital assets of $561.2
million in Zambia (2006 – $442.4 million), $640.8 million in the DRC (2006 – $516.2 million), and $104.9 million in
Mauritania (2006 – $106.0 million). 

The Company’s revenues by country of origin, are $1,295.6 million from Zambia (2006 – $1,087.3 million), $227.5
million from Mauritania (2006 – $7.2 million) and $16.1 million from the DRC (2006 – nil).

18. Financial instruments

a) Derivative instruments
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 currently apply hedge accounting and all
derivatives, including embedded derivatives, are designated as held-for-trading and recorded on the balance sheet
at fair value. 

As at December 31, 2007, the following derivative positions were outstanding:

Fair value Recognized 

2007 2006

2008 2009 Total $ $

Gold (i)
Put options (oz) 24,060 38,028 62,088 – –
Price ($/oz) $350 $350 $350
Forward Contracts (oz) 24,060 38,028 62,088 $(29.1) $(26.6)
Price ($/oz) $400 $400 $400

Other (ii)
Interest rate swaps – floating to fixed – $0.2
Cross currency swaps $6.6 $2.4
Embedded derivative $(7.4) –
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i) Gold

In 2004, the Company was required to enter into put option contracts related to gold production at the
Kansanshi mine, to satisfy lending requirements. To cover the cost of these put option contracts, the Company
has also entered into contingent gold forward contracts of the same volume. 

ii) Other

The company has entered into cross-currency principal and interest rate swaps to hedge the Euro interest and
principal payments on the Kansanshi subordinated debt facility. The embedded derivative associated with the
Kansanshi subordinated debt facility had an unrecognized fair value of $(8.2) million at December 31, 2006
(note 2b). 

iii) Copper

In 2004, the Company was required to enter into copper put option contracts related to its expected copper
production at the Kansanshi mine, to satisfy lending requirements. Upon entering into these contracts, the
Company assumed a premium obligation of $21.0 million, which was due and payable between January
2005 and December 2007. As at December 31, 2007, there were no copper put option contracts outstanding
and the premium obligation was fully settled. 

b) Fair values
As at December 31, 2007, the Company’s carrying values of cash and cash equivalents, restricted cash, accounts
receivable, accounts payable and accrued liabilities, and financial instruments included in other liabilities
approximate their fair values due to their short term to maturity. The Company’s long-term debt approximates fair
value due to the floating rate nature of debt. 

c) Credit risk
Financial instruments that potentially subject the Company to credit risk consist of cash and cash equivalents and
accounts receivable. The Company deposits cash and cash equivalents with high credit quality financial institutions.
The Company’s future copper concentrate and cathode production has been committed to four customers on
market pricing terms. 

19. Supplementary cash flow information
Cash and cash equivalents at December 31 comprise the following:

2007 2006

$ $

Cash on hand and balances in bank 150.3 173.9
Short-term investments 49.7 75.6

200.0 249.5

During the year ended December 31, 2007, the Company paid interest of $27.8 million (2006 – $24.0 million) and
taxes of $154.5 million (2006 – $46.7 million).

20. Commitments 
In conjunction with the development of Kolwezi, upgrades at Kansanshi, Frontier and other projects, the Company
has committed to approximately $80.9 million in capital expenditures as at December 31, 2007.
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Based on a proven track record of building and operating low cost mining,

mineral processing and metal refining operations in Africa, First Quantum

is committed to achieving positive returns for its shareholders while

promoting the health, safety and development of its employees and

enriching the environment and communities in which it operates.

www.first-quantum.com


