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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 reconciled to United States GAAP 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 Martin R. Rowley
Chairman and Chief Executive Officer Chief Financial Officer

February 24, 2006



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,
2005 and 2004 and the consolidated statements of earnings and retained earnings 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, 2005 and 2004 and the results of its operations
and its cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles.

Dierwntinhowatorpos LLP

Chartered Accountants

Vancouver, B.C.
February 24, 2006



First Quantum Minerals Ltd.

Consolidated Balance Sheet
As at December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

Assets

Current assets

Cash and cash equivalents (note 19)
Restricted cash (note 10)

Accounts receivable and prepaid expenses
Inventory (note 5)

Investments (note 6)
Property, plant and equipment (note 7)
Other assets (note 8)

Liabilities

Current liabilities

Accounts payable and accrued liabilities
Current taxes payable

Other current liabilities (note 9)

Long-term debt (note 10)
Other liabilities (note 11)
Future income tax liability (note 13)

Minority interest
Shareholders’ Equity

Equity accounts (note 14)
Retained earnings (deficit)

Commitments and contingencies (note 21)

Approved by the Board of Directors

Aoe B & e .

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

Director

2005 2004

$ $
82,910 50,356
20,162 1,931
70,444 21,927
60,854 31,674
234,370 105,888
9,522 15,340
471,294 319,222
31,325 32,611
746,511 473,061
63,492 33,474
16,055 3,248
78,632 35,287
158,179 72,009
176,767 191,661
34,340 37,048
43,330 12,313
412,616 313,031
22,454 2,190
435,070 315,221
166,592 161,776
144,849 (3,936)
311,441 157,840
746,511 473,061

(W Director




First Quantum Minerals Ltd.
Consolidated Statements of Earnings and Retained Earnings
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

Revenues
Copper
Gold
Acid

Cost of sales
Depletion and amortization
Operating profit
Other expenses
Exploration
General and administrative
Interest on long-term debt
Other expenses (income) (note 16)
Gain on disposal of investment

Earnings before income taxes, minority interests and equity earnings
Income taxes (note 13)

Minority interest

Equity earnings

Net earnings for the year

Deficit — beginning of year

Dividends

Retained earnings (deficit) — end of year

Earnings per common share
Basic
Diluted
Weighted average shares outstanding (000’s)

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

2005 2004
$ $
434,100 103,352
6,715 -
3,799 10,171
444,614 113,523
151,904 53,770
36,545 10,873
256,165 48,880
7,493 3,063
9,724 6,171
19,385 3,040
16,996 (725)
(16,127) -
37,471 11,549
218,694 37,331
45,612 11,006
20,264 -
- 1,685
152,818 28,010
(3,936) (31,946)
(4,033) -
144,849 (3,936)
$2.48 $0.47
$2.43 $0.46
61,498 60,123



First Quantum Minerals Ltd.

Consolidated Statements of Cash Flows
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

2005 2004
$ $
Cash flows from operating activities
Net earnings for the year 152,818 28,010
Items not affecting cash
Depletion and amortization 36,545 10,873
Minority interest 20,264 -
Provision for deferred stripping 1,690 -
Unrealized foreign exchange gain (7,744) (1,180)
Future income tax expense 26,632 7,724
Stock-based compensation expense 2,656 1,227
Unrealized derivative instruments loss 14,890 -
Other 4,503 (391)
Gain on disposal of investment (16,127) -
236,127 46,263
Change in non-cash operating working capital
Increase in accounts receivable and prepaid expenses (44,518) (9,455)
Increase in inventory (25,218) (14,514)
Increase in accounts payable and accrued liabilities 35,451 8,397
201,842 30,691
Cash flows from financing activities
Restricted cash (18,231) (1,931)
Proceeds from long-term debt 68,023 179,455
Repayments of long-term debt (39,819) (17,401)
Issuance of common shares and warrants 2,159 46,983
Dividends paid (4,033) -
Deferred premium obligation and finance fees (12,763) (7,635)
(4,664) 199,471
Cash flows from investing activities
Property, plant and equipment (180,195) (193,245)
Investments - (1,023)
Prepaid power payments - (6,988)
Deferred exploration and stripping costs (6,545) (4,849)
Proceeds from sale of investments 21,944 -
(164,796) (206,105)
Effect of exchange rate changes on cash 172 707
Increase in cash and cash equivalents 32,554 24,764
Cash and cash equivalents - Beginning of year 50,356 25,592
Cash and cash equivalents - End of year 82,910 50,356

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



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands 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 Change in accounting policy
Variable interest entities

Effective January 1, 2005, the Company adopted the recommendations of the Canadian Institute of Chartered
Accountants (CICA) set out in Accounting Guideline 15, “Consolidation of Variable Interest Entities” (AcG-
15). This guideline requires the consolidation of certain entities that are subject to control on a basis other than
the ownership of voting interests. There was no impact from applying this guideline.

3 Change in accounting estimate
Deferred stripping costs

Effective July 1, 2005, the Company revised its mine plan at Lonshi. Under the new plan, the life of mine ratio,
after consideration of previous deferred stripping provisions, is 26:1, an increase from the ratio of 12:1 under
the previous mine plan.

4 Significant accounting policies
Principles of consolidation

The Company consolidates all of its subsidiaries including its 100% interest in First Quantum Mining and
Operations Limited (previously Bwana Mkubwa Mining Limited) (Bwana) in Zambia, its 100% interest in
Compagnie Minera De Sakania SPRL (Comisa) in the DRC, its 80% interest in Kansanshi Mining Plc
(Kansanshi) in Zambia, its 100% interest in FQM Zambia Ltd. and its 80% interest in Mauritanian Copper
Mines SARL (Guelb Moghrein).

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 reserve and
resource estimation; future copper, cobalt, sulphuric acid and gold prices; estimated costs of future production;
changes in government legislation and regulations; estimated future income tax amounts; the availability of
financing and various operational factors.

Foreign currency translation

The Company’s foreign currency transactions are translated into U.S. dollars at the rate of exchange in effect
during the period, and any corresponding gains and losses are included in the determination of operating
results.

The Company’s foreign operations are considered to be integrated and, accordingly, have been translated using
the temporal method. Under this method, monetary items are translated at the rate of exchange in effect at the
balance sheet dates, and non-monetary items are translated at historical exchange rates. Revenue and expense



First Quantum Minerals Ltd.

Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

items are translated at the average rate of exchange in effect during the quarter in which they occur, except for
depletion and amortization of property, plant and equipment, which are translated at the same exchange rates as
the assets to which they relate. Gains or losses on translation of monetary items are included in the consolidated
statements of earnings and deficit.

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.

Inventory

Product inventories comprise ore in stockpiles, acid and copper work-in-progress and acid and finished cathode
and copper in concentrate, which are all valued at the lower of average cost and net realizable value. Cost
includes material, labour and amortization of plant, equipment and mineral properties directly involved in the
mining and production processes.

Ore in stockpiles that are in excess of the ore required for the forthcoming year’s processing are classified as
non-current. 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) is accounted for under the cost method.
Mineral properties and deferred exploration costs

Exploration and associated costs relating to non-specific projects/properties 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 expand ore
reserves within existing mine operations, are deferred and depleted on a unit-of-production basis over proven
and probable reserves.

Management’s estimates of mineral prices, recoverable proven and probable 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.

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 operational. 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 unit-of-production or
straight-line basis as appropriate.



First Quantum Minerals Ltd.

Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

Pre-production costs

Production costs related to major projects are deferred until the project achieves commercial production.
Revenues related to this pre-production period are recorded as a reduction of the deferred expenditures. These
deferred costs are amortized over the expected period of benefit of these costs on a unit-of-production basis.

Asset impairment

The Company performs impairment tests on property, plant and equipment and mineral properties when events
or 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 project are calculated using estimated
future prices, proven and probable reserves and 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 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.

Deferred financing fees
Costs incurred to obtain long-term debt are deferred and amortized over the term of the underlying debt.
Deferred stripping

Stripping costs associated with waste rock removal in excess of the life-of-mine average are deferred and
charged to inventory on the basis of the average stripping ratio for the life of the mine. When the cumulative
stripping ratio is less than the life-of-mine average, a provision for future stripping is made.

The amount charged to cost of sales is therefore subject to management’s ability to estimate the stripping ratio
over the life of the mine. Any changes in this estimate are applied prospectively and could have a material
effect on the financial statements.

Asset retirement obligations

The Company records the fair value of a liability for an asset retirement obligation in the period in which it is
incurred. The liability is accreted over time to its estimated initial fair 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.

Revenue recognition

The Company produces copper cathode, copper in concentrate, gold and acid. Revenues from copper products
are recognized at contracted or market prices less realization charges when the risks and rewards of ownership
pass to the customer. Copper products are sold under pricing arrangements where final prices may be
determined by quoted market prices in periods subsequent to the date of sale. The products are provisionally
priced using forward prices for the expected date of final settlement. Subsequent variations in the prices are
recognized as revenue adjustments until the price is finalized. Gold revenue results from the sale of copper
concentrate and is recorded net of realization charges. Acid revenue is recorded when title has passed to the
customer and collectibility is reasonably assured.

Derivatives and hedging

The Company enters into derivative instruments to mitigate the Company’s exposure to copper and gold
commodity prices, foreign exchange rates, and interest rates. All derivative financial instruments are marked-



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

to-market with changes in the fair value of the derivative instruments recognized as unrealized gains or losses
in the statements of earnings and retained earnings.

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.

Stock-based compensation

The Company expenses the fair value of stock options granted over the vesting period. The fair value 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.

Earnings per share

Earnings (loss) per share are calculated using the weighted average number of shares outstanding during the
period. Diluted earnings (loss) 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.

Currency

All references to dollars ($) are to thousands of U.S. dollars unless otherwise noted. CA$ refers to Canadian
dollars.

5 Inventory

2005 2004

$ $

Ore in stockpiles 23,480 11,584
Work-in-progress 3,744 1,283
Finished product 5,130 243
Total product inventory 32,354 13,110
Consumable stores 28,500 19,678
Total inventory 60,854 32,788
Less: Non-current portion (1,114)

Total inventory 60,854 31,674



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

6 Investments

2005 2004

$ $

Carlisa Investment Corp. (a) 9,522 9,522
Anvil Mining NL (b) - 5,818
9,522 15,340

a) The Company has an 18.8% interest in Carlisa, a privately owned company, which holds a 90% interest in
Mopani Copper Mines Ltd.

b) On February 28, 2005, the Company disposed of all of its common shares of Anvil Mining NL (Anvil) for
net proceeds of $21,944 or CA$6.75 per share based on 4,029,617 shares, resulting in a gain of $16,127.

7  Property, plant and equipment

2005 2004
Accumulated Net Accumulated Net
Cost amortization $ Cost amortization $
Kansanshi
Mines, processing facilities
and ancillary equipment 251,699 16,707 234,992 38,715 1,719 36,996
Capital work-in-progress 70,403 - 70,403 193,302 - 193,302
Mineral properties 18,920 1,121 17,799 15,907 268 15,639
341,022 17,828 323,194 247,924 1,987 245,937
Bwana/Lonshi
Mines, processing facilities
and ancillary equipment 127,155 64,475 62,680 97,714 45,071 52,643
Capital work-in-progress 4,927 - 4,927 - - -
Mineral properties 16,704 12,824 3,880 15,999 10,355 5,644

148,786 77,299 71,487 113,713 55,426 58,287
Guelb Moghrein

Capital work-in-progress 55,721 - 55,721 - - -

Mineral properties 10,272 - 10,272 10,272 - 10,272
65,993 - 65,993 10,272 - 10,272

Frontier

Capital work-in-progress 9,868 - 9,868 3,691 - 3,691

Corporate development
and administration

Plant and equipment 4,550 3,798 752 4,562 3,527 1,035
Mineral properties 6,524 6,524 - 6,524 6,524 -

11,074 10,322 752 11,086 10,051 1,035
Total 576,743 105,449 471,294 386,686 67,464 319,222

During 2005, $3,115 (2004 - $2,702) of interest was capitalized and included in mines, processing facilities and
ancillary equipment and deferred costs in connection with projects under construction.



First Quantum Minerals Ltd.

Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

8

10

Other assets

Prepaid power

Deferred finance fees - net of amortization
Deferred stripping asset

Fair value of derivative instruments (note 18)
Future income tax asset

Inventory (note 5)

Other

Less: Current portion

Other current liabilities

Current portion of long-term debt (note 10)
Current portion of other liabilities (note 11)

Long-term debt

Drawn debt facilities

Standard Bank Group and WestLB AG facility (a)
Kansanshi EIB facility (b)

Glencore International AG facility (c)

Banque Belgolaise and Export Development Bank of Canada facility (d)
Bwana Standard Chartered Bank facility (e)
Standard Chartered Bank facility (f)

Banqgue Belgolaise facility (g)

Bwana EIB facility (h)

Other

Total long-term debt

Less: Current portion

The scheduled future minimum repayments are as follows:

2006
2007
2008
2009
2010
Thereafter

2005

9,258
11,596
7,811
932
2,660

32,257
(932)
31,325

2005

58,255
20,377
78,632

2005
$

117,000
40,265
25,000
25,000
13,007
11,500

3,000

250
235,022
(58,255)
176,767

2004

11,853
7,549
1,948
9,988

1,114

1,446
33,898
(1,287)
32,611

2004

22,865
12,422
35,287

2004
$

97,000
46,376

21,477
27,692

9,000
12,731
250
214,526
(22,865)
191,661

$
58,255
42,679
35,276
32,226
31,525
35,061

235,022



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

a)

b)

d)

Standard Bank Group and WestLB AG facility

In 2003, Kansanshi entered into a secured $120,000 senior debt facility agreement arranged and
underwritten by Standard Bank Group and WestLB to finance the design, construction, operation and
maintenance of the Kansanshi project.

The facility comprises two tranches of $60,000. Tranche A is repayable in 11 semi-annual instalments
commencing on January 31, 2006; Tranche B is repayable in 22 quarterly payments commencing on
October 31, 2005. Interest on Tranche A is calculated at a fixed rate of 6%. Interest on Tranche B is
calculated at LIBOR plus 3% during construction and LIBOR plus 2.5% during the repayment period.

The Company has pledged as security the assets and undertakings of Kansanshi, a mortgage over the shares
of Kansanshi Holdings Limited and a guarantee of repayment by FQM.

Kansanshi European Investment Bank facility

In 2003, Kansanshi entered into a subordinated debt facility agreement with European Investment Bank
(EIB), for 34 million Euros, to finance the design, construction, operation and maintenance of the
Kansanshi project.

This facility is repayable in nine equal annual payments commencing October 31, 2007. Interest was at
7.2% until April 30, 2005 and thereafter is calculated annually, with 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 then 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.

Glencore International AG facility

In 2004, Kansanshi entered into a $25,000 cost facility with Glencore International AG. This facility is
repayable in 10 semi-annual instalments commencing eighteen months after the project completion date and
bears interest at LIBOR plus 3.5%.

Banque Belgolaise and Export Development Bank of Canada facility

In 2004, the Company entered into a $30,000 facility with Banque Belgolaise and Export Development
Bank of Canada.

This facility comprises two tranches repayable in 12 quarterly instalments commencing on July 31, 2005.
Tranche A is for $25,000 and bears interest at LIBOR plus 3% during the availability period and LIBOR
plus 2.5% thereafter. Tranche B is for $5,000 and 90% of this tranche bears interest at LIBOR plus 1%,
while the remainder bears interest at the same rate as tranche A.

The Company has pledged as security the assets and undertakings of FQM Zambia Ltd., which includes the
Kansanshi mining fleet.

Bwana Standard Chartered Bank facility

In 2003, Bwana entered into a long-term debt facility with Standard Chartered Bank of $30,000 to
re-finance an existing facility and provides additional funding for capital projects and general working
capital purposes.



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

11

This facility is repayable in 13 equal quarterly instalments, which commenced in October 2004, and bears
interest at a rate of LIBOR plus 2.5%. A sinking fund has been established to meet the quarterly instalments
and is recorded as restricted cash.

The Company has pledged as security the assets and undertakings of Bwana.

f) Standard Chartered Bank facility

In July 2005, the Company entered into a facility with Standard Chartered Bank for $11,500, which was
used to repay the Bwana EIB facility.

This facility is due and payable in March 2006 and bears interest at LIBOR plus 2.5%. It is the Company’s
intention to re-finance this loan with a new long-term facility.

g) Banque Belgolaise facility

In 2003, the Company entered into a long-term debt facility with Banque Belgolaise for $6,000 to assist
with financing the Comisa mining fleet. This facility was extended to $10,000 to provide additional
financing for Comisa’s larger mining fleet. On March 15, 2005, the facility was reduced to $6,000 as a
result of the Anvil disposition (note 6).

This facility is now repayable in six quarterly instalments of $1,000 and bears interest at LIBOR plus 3%.
A sinking fund has been established to meet these quarterly instalments and is recorded as restricted cash.

The Company has pledged as security the mining fleet of Comisa.

h) Bwana European Investment Bank facility

In 2002, Bwana entered into a long-term debt facility with EIB for 14,000 Euros for additional project
financing on the expansion of Bwana.

The Company repaid this facility from the proceeds of the Standard Chartered Bank facility.

Other liabilities

2005 2004

$ $

Unrealized fair value of derivative liability (note 18) 20,417 10,945
Deferred premium obligation (note 18) 15,714 19,231
Zesco Limited (a) 3,368 3,579
ZCCM deferred payment (b) 3,333 3,333
Guelb Moghrein deferred payment (c) 4,845 7,370
Deferred stripping liability 1,009 -
Asset retirement obligations (note 12) 4,195 4,172
Other 1,836 840
54,717 49,470

Less: Current portion (20,377) (12,422)

34,340 37,048



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

a) Zesco Limited

The Company has entered into an agreement with Zesco Limited (Zesco) whereby Zesco will provide the
Kansanshi mine with power for 10 years from the first day of commercial operations. The Company agreed
to pay a connection fee of $10,000, of which $6,000 was paid during 2004 with the balance of $4,000 to be
paid in equal bi-annual payments beginning in 2004. Interest is calculated on the outstanding balance at a
fixed rate of 6% per annum.

b) ZCCM deferred payment

Consistent with the Kansanshi development agreement, the Company agreed to pay $667 to Zambian
Consolidated Copper Mines (ZCCM) on the first business day of April, July and October 2003 and January,
April and July 2004 subject to the price of copper.

c) Guelb Moghrein deferred payment

The Company agreed to pay a total of $10,000 to acquire the rights to the 80% interest in the Guelb
Moghrein copper project. Payments of $5,000 have been made up to December 2005 with the balance of
$5,000 due in December 2006.

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, 2005 and 2004:

2005 2004

$ $

At January 1 3,762 4,182
Recognition of new obligation 488 -
Changes in cash flow estimates (264) (426)
Expenditures (354) -
Accretion expense 563 416
At December 31 4,195 4172
Less: Current portion (229) (410)
3,966 3,762

The asset retirement obligations have been recorded initially as a liability at fair value, assuming a credit
adjusted risk-free discount rate between 7.0% and 7.62% and an inflation factor of 3%. The liability for
retirement and remediation on an undiscounted basis before an inflation factor of 3% is estimated to be
approximately $6,639.

As a result of the commissioning of Guelb Moghrein, an additional asset retirement obligation of $488 was
recognized during the year.



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
For the years ended December 31, 2005 and 2004

(expressed in thousands of U.S. dollars, except where indicated)

13 Income taxes

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

2005 2004
Amount Amount
$ % $ %
Earnings before income taxes, minority interest
and equity earnings 218,694 37,331
Income taxes at statutory rates 76,237 35 13,296 36
Difference in foreign tax rates (25,069) (11) (2,938) 9
Non-deductible expenses 6,015 3 453 1
Tax losses recognized (11,571) (5) 195 1
Taxation expense 45,612 22 11,006 29
Comprising
Current income taxes 18,980 3,282
Future income taxes 26,632 7,724
45,612 11,006

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

2005 2004

$ $

Operating loss carry-forwards (26,704) (9,550)
Property, plant and equipment 70,690 15,903
Other (656) 2,473
Valuation allowance - 3,487
Net future income tax liability 43,330 12,313

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

2005 2004

$ $

Operating loss carry-forwards 1,535 2,896
Other 2,850 2,556
Valuation allowance - (5,452)
4,385 -

Less: Current portion (1,725) -

Net future income tax asset 2,660 -



First Quantum Minerals Ltd.
Notes to Consolidated Financial Statements
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The Company has non-capital loss carry-forwards of $111,754 (2004 - $46,156) that may be available for tax

purposes. The losses are in the following countries and expire as follows (expressed in US$):

Expiry date
2008
2009
2010
2011
2016

Canada Congo
$ $
1,072 -
1,634 -
1,069 -
723 -

4,498 -

Zambia
$

106,814
106,814

The currency basis of the Company’s tax losses in Zambia are currently subject to legal interpretation. The
Company maintains its tax records in U.S. dollars rather than Kwacha; formal approval for this treatment has
not been received from the Zambian Revenue Authority (ZRA). The calculation of the future income tax
liability assumes that the Company can maintain its tax losses and taxation base of its assets in U.S. dollars. A
number of Zambian companies are currently in negotiations with the ZRA to resolve this issue. Management is
confident that maintaining the tax records in U.S. dollars is the appropriate treatment and therefore has
calculated the tax liability on this basis. As of the preparation of these financial statements, this issue was still

pending with the ZRA.

14 Equity accounts

Common shares (a)
Contributed surplus (b)

a) Common shares

Authorized
Unlimited common shares without par value
Issued
Number of
shares
(000’s)
Balance - Beginning of year 61,239
Shares issued (i) -
Exercise of stock options (note 15) 435
Warrants exercised (ii) -
Balance - End of year 61,674
Weighted average shares
outstanding 61,498

2005

$
160,733
5,859
166,592

2005
Number of

Amount shares
$ (000’s)
158,538 56,396
- 3,750

2,195 843

- 250
160,733 61,239

60,123

2004

$
158,538
3,238
161,776

2004

Amount
$
110,633
42,996
1,798
3,111
158,538

i)  On February 10, 2004, 3.75 million common shares were issued at CA$16 per share for net proceeds

of $42,996.
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ii) On December 12, 2003, 250,000 warrants were issued at a fair value of $777 to Standard Bank,
London in conjunction with the project financing for Kansanshi. These warrants granted the right to
purchase 250,000 common shares of the Company at CA$11 per share. On November 29, 2004, these
warrants were exercised for net proceeds of $2,300. Both the fair value of the warrants and the
proceeds from the exercise were transferred to common shares.

b) Contributed Surplus

2005 2004

$ $

Balance - Beginning of year 3,238 2,159
Compensation expense for the year 2,979 1,227
Transfers upon exercise of options (358) (148)
Balance - End of year 5,859 3,238

Share stock options

In 2004, the Company adopted a new stock option plan whereby it may grant up to 6,000,000 options to its
directors and employees. Upon adoption of the new plan, 2,840,500 options under the 1997 stock option plan
were transferred to the new option plan.

2005 2004

Weighted Weighted

Number of average exercise Number of average exercise

shares price shares price

(000°s) CA$ (000°s) CA$

Outstanding - Beginning of year 3,158 10.44 2,407 3.75
Granted 682 23.52 1,672 16.16
Exercised (435) 5.13 (843) 2.49
Cancelled (301) 17.14 (78) 12.42
Outstanding - End of year 3,104 13.41 3,158 10.44

The weighted average fair value of the options granted during 2005 was $8.18 per share (2004: $5.72).

At December 31, 2005, the following stock options were outstanding:

Weighted average Weighted average

Number of shares Price range exercise price remaining life
(000°s) CA$ CA$ (months)

1,145 $3.50 - $5.10 4.37 11

1,277 $14.61 - $17.44 16.00 43

682 $20.88 - $29.25 24.00 55

3,104 13.41 34

Stock options vest over a three year period. At December 31, 2005, 836,000 stock options were vested and
exercisable.

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

Risk-free interest rate 2.02% to 4.38%
Options expected life 3.5t0 4.5 years
Expected volatility 43% to 46%
Expected dividend 1%
16 Other expenses (income)
2005 2004
$ $
Derivative instrument losses (gains) 21,801 (1,344)
Foreign exchange losses (gains) (2,670) 1,604
Interest and sundry income (2,135) (985)
16,996 (725)
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Segmented information

The Company’s reportable operating segments are strategic business units that produce different but related
products or services. Each business unit is managed separately because each requires different technology and
marketing strategies.

Kansanshi copper / gold operation (KCO)

The Kansanshi operation is located in the northwest province of Zambia, approximately 15 kilometres north of
Solwezi. The project reached commercial production in April 2005 and produces grade A copper cathodes and
copper in concentrate with a gold credit.

Bwana / Lonshi operation (BLO)

The Bwana plant and the Lonshi mine are owned by separate legal entities but from a management perspective
are viewed as an integrated operation, with the Bwana plant, located in Zambia, processing the ore mined at
Lonshi, which is located in the DRC. The BLO produces grade A copper cathode and operates three acid plants
that manufacture sulphuric acid. Two of these plants are located at Bwana, while the third plant is located at
the KCO site.

Guelb Moghrein project (GMP)

The Guelb Moghrein project is located near Akjoujt in Mauritania. Project construction commenced in early
2005 and commercial production is expected to commence in 2006.

Corporate development, administration and other (CDA)

The corporate development, administration and other segment is responsible for the evaluation and acquisition
of new mineral properties, regulatory reporting, and corporate administration. It also holds the Connemara gold
mine in Zimbabwe which is currently on a care and maintenance basis, the Frontier project which is in the
drilling and assessment phase, and the investment in Carlisa which holds a 90% interest in Mopani Copper
Mines Ltd.
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For the year ended December 31, 2005, segmented information is presented as follows:

KCO BLO GMP CDA

$ $ $ $

Revenues 259,448 198,777 - 11,986
Cost of sales 67,467 84,437 - -
Depletion and amortization 14,987 21,443 - 115
Operating profit (loss) 176,994 92,897 - 11,871
Interest on long-term debt 16,140 2,865 - 380
Gain on disposal of investment - - - (16,127)
Other 19,159 6,468 - 8,586

Segmented profit before

undernoted items 141,695 83,564 - 19,032
Income taxes 31,497 18,842 - (4,727)
Minority interest 20,264 - - -
Segmented profit 89,934 64,722 - 23,759
Property, plant and equipment 323,194 71,488 65,991 10,621
Total assets 488,342 117,064 66,600 74,505
Capital expenditures 93,099 35,073 55,719 6,165

For the year ended December 31, 2004, segmented information is presented as follows:

KCO BLO GMP CDA

$ $ $ $

Revenues - 113,523 - 5,806
Cost of sales - 53,770 - -
Depletion and amortization - 9,552 - 1,321
Segmented operating profit - 50,201 - 4,485
Interest on long-term debt - 2,803 - 237
Other - 1,745 - 6,764

Segmented profit before

undernoted items - 45,653 - (2,516)
Income taxes - 11,006 - -
Equity earnings - - - 1,685
Segment profit - 34,647 - (831)
Property, plant and equipment 245,937 58,284 10,275 4,726
Total assets 304,284 107,739 10,475 50,563

Capital expenditures 204,923 19,038 10,275 3,689

Inter-
segment
$

(25,597)

(25,597)

(25,597)

(25,597)

Inter-
segment
$

(5,806)

(5,806)

(5,806)

(5,806)

2005

Total
$

444,614
151,904
36,545
256,165
19,385
(16,127)
34,213

218,694
45,612
20,264

152,818

471,294

746,511

190,056

2004

Total
$

113,523
53,770
10,873
48,880

3,040
8,509

37,331
11,006
1,685
28,010
319,222
473,061
237,925
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18 Financial instruments

a) Derivative instruments

As at December 31, 2005, the Company has entered into a number of derivative instruments to mitigate the
Company’s exposure to copper and gold commaodity prices, foreign exchange rates, and interest rates. The
Company does not apply hedge accounting and all derivatives are marked-to-market.

Changes in fair value of derivatives entered into in relation to the Kansanshi mine were capitalized as pre-
commercial production costs up to April 19, 2005. Changes in fair value subsequent to this date have been
recorded as a component of other expenses.

As at December 31, 2005, the following derivative positions were outstanding:

2006 2007 2008 2009 Total Fair Value
Copper (i)
Put options (tonnes) 68,592 86,016 - - 154,608 $0
Price ($/tonne) $1,800 $1,800 - -
Copper (Collar) (tonnes) 18,000 - - - 18,000 $932

Average upper limit ($/tonne)  $4,867 - - -
Average lower limit ($/tonne)  $4,000 - - -

Gold (ii)
Put options (0z) 24,984 37,380 24,060 38,028 124,452 $101
Price ($/0z) $350 $350 $350 $350
Forward Contracts (0z) 24,984 37,380 24,060 38,028 124,452 $(18,834)
Price ($/0z) $400 $400 $400 $400

Other (iii)
Interest rate swaps $165
Cross currency swaps $(1,849)
i) Copper

In 2004, the Company was required to enter into copper put option contracts related to its expected
copper production at Kansanshi, to satisfy lending requirements. Upon entering into these contracts,
the Company assumed a premium obligation of $21,024, which is due and payable between January
2005 and December 2007. As at December 31, 2005, there were put option contracts for 154,608
tonnes of copper outstanding with a premium obligation of $14,635.

In 2005, the Company entered into copper put option contracts related to its expected copper
production at Kansanshi and Bwana. Upon entering into these contracts, the Company assumed a
premium obligation of $1,122, which is due and payable between January 2006 and June 2006. As at
December 31, 2005, there were put option contracts for 18,000 tonnes of copper outstanding with a
premium obligation of $1,079.

Gold

In 2004, the Company was required to enter into put option contracts related to its gold production at
Kansanshi, 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.
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iii) Other
The company has entered into cross-currency principal and interest rate swaps to hedge the Euro
interest and principal payments on the Kansanshi EIB facility.
b) Fair values

As at December 31, 2005, 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 majority of the Company’s
long-term debt approximates fair value due to the floating rate nature of the facilities. Information on
long-term debt is presented in note 10.

¢) 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.

Cash and cash equivalents

Cash and cash equivalents at December 31 comprise the following:

2005 2004
$ $

Cash on hand and balances in bank 74,290 22,107
Short-term investments 8,620 28,249
82,910 50,356

During the year ended December 31, 2005, the Company paid interest of $12,258 (2004 - $3,201) and taxes of
$7,938 (2004 - $34).

United States GAAP reconciliation

The United States generally accepted accounting principles (GAAP) reconciliation is included solely for the
purpose of the Company’s Annual Information filing on the Alternative Investment Market (AIM) of the
London Stock Exchange. The Company’s shares are listed on the Toronto Stock Exchange and the AIM, and
the Company is not a registrant with the United States Securities and Exchange Commission.

The Company’s financial statements have been prepared in accordance with Canadian GAAP. The preparation
under Canadian GAAP differs in certain significant respects from that under United States GAAP. The impact
of the principal measurement differences on these consolidated financial statements is as follows:
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a) Deferred exploration

Under Canadian GAAP, the Company capitalizes exploration costs related to specific properties until the
project to which they relate is sold, abandoned, impaired or placed into production. Under U.S. GAAP,
exploration costs are expensed until such time as a definitive feasibility study has been completed that
supports the capitalization of exploration costs.

b) Pre-production costs

Under Canadian GAAP, the Company capitalizes costs incurred during the pre-production phase of a
project until commercial production commences. Under U.S. GAAP, pre-production costs are required to
be expensed as incurred.

c) Capitalized interest

Under Canadian GAAP, the Company capitalizes interest related to capital projects based on project
specific debt. Under U.S. GAAP, interest must be capitalized on all capital projects that are under
development, based on the Company’s weighted average borrowing rate.

d) Investment carrying values

Under Canadian and U.S. GAAP, the Company accounted for its investment in Anvil using the equity
method. Included in comprehensive income is the Company’s share of the unrealized gains and losses
arising on available-for-sale securities held by Anvil Mining NL (Anvil). During 2005, the Company
disposed of all of its common shares in Anvil (note 6).

e) Comprehensive income

U.S. GAAP requires that a comprehensive income statement be prepared. Comprehensive income is
defined as “the change in equity of a business enterprise during a period from transactions and other events
and circumstances from non-owner sources. It includes all changes in equity during a period; except those
resulting from investments by owners and distributions to owners.” The comprehensive income statement
reconciles the reported net income to the comprehensive income amount.

f) Derivative instruments

Under Canadian and U.S. GAAP, the Company records all derivatives on the balance sheet at their fair
value with changes in fair value recognized in earnings of the current period unless specific hedge
accounting criteria are met. However, under Canadian GAAP, the Company capitalizes changes in fair
value during the pre-production phase of a project until commercial production commences. Under U.S.
GAAP, changes in fair value are required to be recognized in earnings as incurred. Management has
currently not designated any of the Company’s financial instruments as hedges.

The Company’s EIB facilities contain embedded derivatives as defined in SFAS 133. The Company has
marked-to-market the embedded derivatives in the EIB facilities and recognized the change in fair value in
earnings under U.S. GAAP. Under Canadian GAAP, the Company is not required to separate this
embedded derivative and account for it at fair value.

g) Cash flows

Under Canadian GAAP, pre-production costs, deferred stripping, and exploration expenditures are recorded
as cash flows used in investing activities. During the year ended December 31, 2005, pre-production costs,
deferred stripping, and exploration expenditures of $5,186 (2004 - $20,580) would be reclassified as cash
flow used in operating activities under U.S. GAAP.
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Reconciliation to earnings (loss) under U.S. GAAP

2005 2004
$ $
As reported in accordance with Canadian GAAP 152,818 28,010
U.S. GAAP adjustments
Deferred exploration (a) (2,378) (2,595)
Pre-production costs (b) (5,504) -
Capitalized interest (c) 4,861 -
Derivative instruments (f) 1,607 (28,325)
Tax effect of adjustments 9,241 -
Net earnings (loss) under U.S. GAAP 160,645 (2,910)
Unrealized (loss) gain on securities (d) 551 1,147
Comprehensive earnings (loss) under U.S. GAAP 161,196 (1,763)

Reconciliation to earnings (loss) per share under U.S. GAAP

Using earnings (loss) per U.S. GAAP results in the following earnings (loss) per share amounts:

2005 2004

$ $

Basic earnings (loss) per share 2.61 (0.03)

Diluted earnings (loss) per share 2.55 (0.03)
Reconciliation to total shareholders’ equity under U.S. GAAP

2005 2004

$ $

As reported in accordance with Canadian GAAP 311,441 157,840

Cumulative U.S. GAAP adjustments

Deferred exploration (a) (10,998) (8,620)

Pre-production costs (b) (5,504) -

Capitalized interest (c) 4,861 -

Unrealized loss on securities (d) - (551)

Derivative instruments (f) (27,827) (29,434)

Tax effect of adjustments 9,241 -

U.S. GAAP shareholders’ equity 281,214 119,235

21 Commitments and contingencies
Commitments

In conjunction with the development of Guelb Moghrein and other projects, the Company has committed to
approximately $45 million in capital expenditures as at December 31, 2005.
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Highlights: 2005 and the Fourth Quarter

Record Net Earnings of $152.8 million or $2.48 per share in 2005, an increase of 446% compared with 2004.
Record Net Earnings of $57.1 million or $0.93 per share in the fourth quarter, an increase of 514% compared to 2004.
Copper production in 2005 of 119,117 tonnes (263 million pounds), an increase of 187% compared with 2004.

Cash flow from Operating Activities of $101.0 million ($1.64 per share) in the fourth quarter and $236.1 million
($3.84 per share) for 2005.

Inaugural Dividends of $4.0 million paid to Company shareholders in 2005. Final dividend for 2005 of CA$0.265 per
share (26.5 Canadian cents) declared, payable in 2006.

Commercial production at Kansanshi commenced in April 2005. Fourth quarter production was 29,558 tonnes (65.1

million pounds) an increase of 28% over third quarter production.

Detailed design of the Guelb Moghrein project in Mauritania is now complete and construction is progressing to

completion.

The Frontier project Environmental Impact Assessment and Environmental Management Plans were formally

approved and the Exploitation permit granted by the DRC Government. Project activity has commenced.

For further information on the Company, reference should be made to Section 2 or its public filings (including its most
recently filed AlIF) which are available on SEDAR at www.sedar.com. Information is also available at the Company’s
website at www.first-quantum.com. The following annual information is prepared in accordance with Canadian GAAP
and denominated in US dollars, unless otherwise noted.
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2. Company Overview

First Quantum Minerals Ltd. (the “Company”) is a Canadian mining company whose principal activities include mineral
exploration, development, mining, and the production of London Metal Exchange (LME) grade “A” copper cathode,
copper in concentrate, gold and sulphuric acid. The discussion and analysis contained in this MD&A follows the
reporting segments as described in the Company’s latest financial statements.

For the purposes of this discussion, the 80% owned Kansanshi operation is located near Solwezi, in Zambia and produces
grade “A” copper cathode and copper in concentrate. The concentrate produced also includes a gold credit. The
Kansanshi operation consumes acid from the Bwana/Lonshi operation’s Solwezi acid plant located on the same site. The
wholly owned Bwana/Lonshi operation includes the open pit mine at Lonshi located in the Democratic Republic of Congo
(DRC) and the Bwana processing plants located in Zambia. The Bwana/Lonshi operation produces grade “A” copper
cathode and also includes three acid plants that manufacture sulphuric acid. Two of these plants are located at Bwana
while the other plant is located at the Kansanshi site near Solwezi.

In Zambia, the Company owns the Kashime Copper Prospect and also has an effective 16.9% interest in Mopani Copper
Mines Plc (Mopani). Inthe DRC, the Company is currently developing its Frontier project. In addition, its wholly owned
subsidiary, Comisa, has the exclusive exploration rights over 37 exploration permits with a total surface area of 11,000
square kilometers in the DRC.

The Company is also in the process of constructing its Guelb Moghrein Copper-Gold Project in Mauritania which it has
an 80% interest.

3. 2005 Annual Discussion

Consolidated Revenue

Operating revenues for the year ended December 31, 2005 were a record $444.6 million; 97.6% being derived from the
Company’s core activity, copper mining. Copper revenues year on year increased significantly with the commencement
of commercial production at Kansanshi and the improved copper production and realized copper price at the
Bwana/Lonshi operation.

Copper revenues at Kansanshi for 2005 were $252.7 million, which was composed of $170.9 million for copper cathode
and $81.8 million for copper in concentrate. Kansanshi revenue figures only include revenues from the commencement of
commercial production on April 19, 2005. Copper revenues at Bwana/Lonshi were $181.4 million. For the purposes of
financial reporting, treatment and refining charges (TC/RCs) and freight parity charges are recognized as a revenue
deduction and are not included within the cost of sales.

Table 1: Annual Revenue Statistics The realized copper price was $1.66 per pound for
. (millons) 2003 2004 2005 | the year, which was a significant increase from last
evenues (millions - :
r he rising market price for r. Th
Copper $49.4 $103.3 $434.1 year due to the TI' g a. et? Ceho Coppeb f ¢
Gold i i 6.7 gross copper selling price for the year, before
Acid 11.0 10.2 3.8 realization charges, for the year was $1.79 per
Total Revenue 60.4 1135 444.6 pound, which was higher than the average LME
. . cash price of $1.67 per pound, due to favourable
Realized copper price (per Ib) $0.75 $1.13 $186 | contract pricing terms.  The favourable
Gross copper selling price $0.78 $1.16 $1.79 diustment ise f | iracts with
Average LME cash copper price $0.81 $1.30 $1.67 adjustments arise rom sales contracts with a
quotation period (final pricing basis) in future
Sales Statistics months plus premiums that the Company receives
Copper (tonnes) 29,769 41539 118,602 | for its cathodes over LME cash prices. During this
Gold (ounces) - - 14,266 period of continually increasing copper prices this
Acid (tonnes) 75228 66,460 22,327 | has been favourable for the Company.
(1) Copper sales and production volumes refer to contained copper in either concentrate or cathode.

Certain copper sales agreements entered into by
the Company call for “provisional pricing” based on the average applicable cash copper price for a specified future month.
Included within copper revenue as at December 31, 2005 was 28,491 tonnes of copper that has been provisionally priced
using a provisional average LME copper price of $2.06 per pound. This equates to approximately $129.5 million worth of
total revenue included within the 2005 results that may be subject to adjustment as a result of copper price fluctuations
between January 2006 and July 2006. The average LME cash price for January 2006 was $2.15 per pound and the
average copper price for February 2006 was $2.26 per pound.

@
FIRST QUANTUM




MD&A 2005 (expressed in US Dollars)

www.first-quantum.com

Gold revenues represent a credit from the sale of copper concentrates at Kansanshi. Each tonne of concentrate generally
contains between 3 and 10 grams of gold for which a net credit is received by the Company after the deduction of the gold
realization charges. For the year, gold revenues totalled $6.7 million for 14,266 ounces of gold.

Revenue from surplus acid sales fell from $10.2 million in 2004 to $3.8 million in 2005. This decrease was principally
due to an increase in internal acid consumption at Bwana/Lonshi resulting from the increased copper production.

Consolidated Cost of Sales and Cash Costs

Cost of sales for 2005 increased by 182% to $151.9 million, which is consistent with the 187% increase in copper
production due to the commencement of commercial production at Kansanshi and the increased copper production from

the Bwana/Lonshi operation.
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Chart 2: Annual Cost of Sales
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Copper production was 119,117 tonnes which included 69,579 tonnes from Kansanshi (41,521 tonnes cathode; 28,058
tonnes concentrate) and 49,538 tonnes from Bwana/Lonshi. The Company also produced 260,796 tonnes of acid, which
represents an 86% increase over 2004 as a result of the start up of the Solwezi Acid Plant.

Chart 3: Annual Group Cash Costs
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Other Expenses and Consolidated Earnings

Group cash costs have increased year on year as a result of
the introduction of the Kansanshi operation as well as
increased costs at Bwana/Lonshi. Cash costs at Kansanshi
were $0.63 per pound and $0.68 per pound at
Bwana/Lonshi for 2005 both higher than the group average
of $0.46 in 2004. Kansanshi’s unit costs were higher than
expected due partially to the requirement to transport
concentrate further and use alternative smelters while a
new smelter is being completed at Mufulira (part of
Mopani). The new smelter is expected to be complete by
mid 2006. At Bwana/Lonshi the increase in costs can be
attributed to the revised strip ratio and increased costs
associated with mining. Reference should be made to the
segmented discussion for further discussion of segmented
cash costs.

Depletion and amortization expenses were $36.5 million (2004: $10.9m; 2003: $7.8m). The increase was principally due

to Kansanshi reaching commercial production in 2005.
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Table 2: Annual Other Expenses and Earnings Exploration expenses for 2005 have

2003 2004 2005 increased as the Company continues to

Other Expenses (millions) evaluate its numerous opportunities in both

Depreciation and amortization $7.8 $10.9 $36.5 the DRC and Zambia. The amount of

Exploration 0.6 31 75 | expenditure on exploration has continued
General and administrative 2.9 6.2 9.7

to grow with the overall growth of the

Interest ; 18 30 194 Compan General and administrati
Other expenses (income) 0.6 (0.7) 0.9 pany. f Inistrative
costs have increased year on year
Earnings principally due to an increase in the stock
Net earnings (millions) $4.6 $28.0 $152.8 based compensation expense as a result of
Basic earnings per share $0.09 $0.47 $2.48 options issued late in 2004 and 2005.
Diluted earnings per share $0.09 $0.46 $2.43 | Interest costs have risen significantly year

(1) Copper sales and production volumes refer to contained copper in either concentrate or cathode.

over year as Kansanshi entered commercial
production. Previously, the interest costs had been capitalized. A majority of the outstanding debt is associated with
Kansanshi.

Other expenses (income) for the year ended December 31, 2005 were composed of other expenses, principally non-hedge
derivative losses offset by interest income and foreign exchange gains, of $17.0 million (2004: ($0.7m); 2003: $0.6m) and
the gain on disposal of Anvil Mining (Anvil) of $16.1 million.

As the Company has elected not to apply hedge accounting to its derivative transactions, a loss of $21.8 million has been
recorded for the 2005 year. This loss stems from the Company’s cross currency swap, and copper and gold derivatives
that are discussed in section 6 of this MD&A. Net earnings for the year increased to $152.8 million or $2.48 per share,
including a gain on the sale of the Company’s interest in Anvil of $16.1 million or $0.26 per share.

Consolidated Cash Flow

For 2005, the cash inflow from operating activities, before working capital movements, was $236.1 million or $3.84 per
share. The significant improvement in cash flow from operations is attributable to the improvement in earnings resulting
from increased copper production and higher copper prices. The cash flow from operating activities, after working capital
movements, was $201.8 million or $3.28 per share. The difference between the cash flow before and after working
capital movements can be attributed principally to the increase in both accounts receivable ($44.5 million) and inventory
($25.2 million). The large increase in both is due to the normal payment terms surrounding concentrate and cathode sales
at Kansanshi coupled with the provisional revenue adjustments at year end. The increase in inventory stems from the
Company’s $13.4 million investment in stockpiles at Kansanshi. The increase in accounts receivable and inventory has
been partially offset by an increase in payables of $35.5 million.

Table 3: Annual Cash Flow Information The cash outflow for 2005 from

_ 2003 2004 2005 | financing activities was $4.7 million.

Cagze':r::i"r‘]’; 2;:(:{\Tl]it(i?5"“0n5) During the year, approximately $68.0
Before working capital movements $18.1 $46.3 $236.1 ml”'?jn (200?;: $179f'5m; 2(10%?: 1;347I?;m)
After working capital movements 16.9 30.7 201.8 \_/vas _rawn oyvn rom ae acifities
Financing activities 40.8 199.5 4.7y | including the final drawdown from the
Investing activities $(40.3)  $(206.1)  $(164.8) | $120 million Standard Bank Kansanshi

Operating Cash Flow (per share) facility ($23 million), the fourth quarter

Before working capital movements $0.36 $0.77 $3.84 drawdown of the Glencore facility ($25

After working capital movements $0.33 $0.51 $3.28 | million) for capital expenditures and
upgrades at Kansanshi, the $11.5 million

drawdown on a Standard Chartered Bank loan to prepay the Bwana EIB loan and the final drawdown on the Banque
Belgolaise and Export Development Canada facility to finance the mining fleet at Kansanshi. The Company also repaid
$39.8 million (2004: $17.4m; 2003: $29.5m) of long term debt during the year, which included the prepayment of the
Bwana EIB facility ($11.3 million). Included within financing activities was a payment of $4.0 million for dividends.

Cash outflow for 2005 from investing activities was $164.8 million. The Company continues to invest in its capital
projects with $180.2 million invested in 2005. This was partially offset by proceeds from the sale of the Company’s
investment in Anvil of $21.9 million. The capital projects include: completion of mine construction projects, capacity
upgrades and Pressure Leach projects at Kansanshi ($93.1 million); construction costs at Guelb Moghrein ($55.7 million);
and development costs associated with Frontier ($6.2 million).
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Annual Segmented Information

Table 4: Annual Selected Segmented Operating and Financial Information
Kansanshi Bwana/Lonshi
2003 2004 2005 2003 2004 2005

Costs

Cost of sales (millions) N/A N/A 61.3 $41.3 $53.8 $95.0

Cost of sales %™ 24% 68% 47% 48%

Cash Costs (per Ib) @ $0.63 $0.44 $0.46 $0.68

Total Costs (per Ib) @ $0.79 $0.62 $0.62 $0.93
Production Statistics

Waste mined (000°s) 4,032 16,141 4,487 11,029 17,246

Ore mined (000’s) 1,346 7,288 711 669 981

Ore grade mined 2.4% 2.1% 4.8% 5.5% 5.1%

Sulphide ore processed (OOO’SZ @ 1,521

Oxide ore processed (000’s) 2,689 722 980 1,352

Sulphide ore grade processed 1.9%

Oxide ore grade processed 1.8% 4.8% 4.8% 4.2%

Copper cathode produced ® 41,521 29,513 41,546 49,538

Concentrate produced @ 28,058

Concentrate grade 28.9%

Acid produced 132,951 140,200 260,796
@ Calculated as a percentage of total revenue @ For the definition of cash and total costs, reference should be made to section 8
@ Refers to contained copper in concentrate. @ Does not include stats during the pre-commercial production period

Kansanshi

In 2005, 7,288,000 tonnes of ore and 16,141,000 tonnes of waste were mined. The total waste mined was below the
original targets principally as a result of the tire shortage in the first half of the year, late delivery of mining equipment
and the additional rehandling requirements experienced in the fourth quarter. Notwithstanding, Kansanshi was still able
to build stockpiles of 5.5 million tonnes of high and low grade ore with a copper content of approximately 1.8%.

The strip ratio for the year was 2.2:1. As this exceeded the expected life of mine strip ratio, the Company deferred costs of
$6.5 million associated with mining at Kansanshi. As at the end of the year, Kansanshi had deferred a total of $7.8
million in mining costs.

Copper production was 69,579 tonnes of which 41,521 tonnes were produced from copper cathode and 28,058 tonnes
from concentrates. Excluded from the copper production figures for the year are 6,792 tonnes of copper in concentrate
and 1,941 tonnes of finished copper cathode that were produced prior to commercial production being achieved in April.

The combined cash costs for both cathode and concentrate for 2005 was $0.63 per pound with a total cost of $0.79 per
pound. The cash cost for cathode was $0.54 per pound, which was comprised of ore costs of $0.08 per pound; processing
costs of $0.42 per pound; and other costs of $0.04 per pound. Total costs were $0.70 per pound. The cash costs for
concentrate was $0.78 per pound, which was composed of ore costs of $0.08 per pound; processing costs including
TC/RC and freight credits of $0.77 per pound; and other costs of $0.05 per pound offset by a $0.12 per pound gold credit.
The TC/RC costs were higher than expected due to the requirement to transport the concentrate further than planned and
higher smelting charges as Mufulira was unable to process the planned production while the new smelter is being
completed. The total costs for concentrate were $0.94 per pound.

Bwana/Lonshi

In 2005, approximately 981,000 tonnes of ore and approximately 17,246,000 tonnes of waste were mined from Lonshi.
The strip ratio for the year was 18:1, which is less than the new mine life strip ratio established on July 1, 2005 of 26:1.
As aresult, $1.7 million has been expensed or provided for during 2005. The Company recognized a deferred stripping
liability of $1.0 million as at December 31, 2005. The increased strip ratio combined with, the higher actual mining and
transport costs in 2005, has meant that the ore costs have risen $0.15 per pound compared with the same period last year.

Copper production increased to 49,538 tonnes in 2005. The 19% increase over the same period in 2004 was principally as
a result of being able to operate the tankhouses at record high current densities.

Cash costs for 2005 were $0.68 per pound and total costs were $0.93 per pound. The increase in cash costs from 2004,
can be attributed to the increase in ore costs ($0.15 per pound) due to the increase in the life of mine strip ratio that
occurred on July 1, 2005 and the increased cost of tires and fuel. This coupled with increased acid costs ($0.04 per
pound) due to the increased gangue acid consumption res&%‘pg from the higher levels of dolomitic ore. The increased
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internal consumption of acid has also reduced the acid credit available from the Ndola plants. These costs have been
slightly offset by the acid credit from the Solwezi acid plant of $0.06 per pound.

Cash costs at Bwana/Lonshi for the year were composed of ore costs $0.36 per pound and processing and other costs of
$0.38 per pound. These costs were offset by a $0.06 credit for acid sales.

Acid production in 2005 was 260,796 tonnes, of which 134,633 tonnes were produced at Ndola and 126,163 tonnes at
Solwezi. Of the total acid produced, 32,601 tonnes were sold externally and 85,330 tonnes were consumed at Kansanshi.
Annual acid production capacity at Ndola and Solwezi is 146,000 tonnes per site.

4, 2005 Fourth Quarter Discussion

Consolidated Revenue

Fourth quarter revenues were $176.9 million, which included copper revenues of $174.2 million ($119.5m Kansanshi and
$54.7m Bwana/Lonshi) and gold revenues of $2.7 million. Copper revenues at Kansanshi comprised $87.6 million from
copper cathodes and $31.9 million from copper concentrates. Copper revenues increased from the third quarter due to
improvements in both the market price for copper and a 17% increase in copper production.

Table 5: Q4 Revenue Statistics The realized copper price was $1.97 per pound for

2003 2004 2005 | the quarter. The significant increase from 2004 is

Revenues (millions) principally due to the increased market price for

gg?g e $17'5_ $29'2_ $l7£21.§ copper. The average LME cash copper price for the
Acid 24 15 " fourth quarter was $1.95 versus $1.40 for the fourth
Total Revenue $19.9 $30.7 $176.9 | Quarter of 2004. The realized copper price is
Realized copper price (per Ib) $0.84 $1.20 $1.97 calculated by deducting TC/RCs and freight parity
Gross copper selling price $0.86 $123 $2.00 charges from the selling price achieved before

Averace LME cash copper price $0.93 $1.40 $1.95 reaIization_cha_rges. The gross copper selling price,
g PRerp before realization charges, for the quarter was $2.09

Sales Statistics @ per pound, which was higher than the average LME
Copper (tonnes) 9,558 11,060 40,203 cash price of $1.95 per pound due to favourable
Gold (ounces) - - 5,766 contract pricing terms.

Acid (tonnes) 15,689 9,664 219 .
(1) Copper sales and production volumes refer to contained copper in either concentrate or cathode. Durlng the fOU rth quarter, the Company SOId 30,943

tonnes of copper cathode and 9,260 tonnes of contained copper in the form of concentrates.

Certain copper sales agreements entered into by the Company call for “provisional pricing” based on the average
applicable cash copper price for a specified future monthly period. Included within copper revenue as at December 31,
2005 was 28,491 tonnes of copper that has been provisionally priced using a provisional average LME copper price of
$2.06 per pound. This equates to approximately $129.5 million worth of total revenue included within the 2005 results
that may be subject to adjustment as a result of copper price fluctuations between January 2006 and July 2006. The
average LME cash price for January 2006 was $2.15 per pound and the average copper price for February 2006 was $2.26
per pound.

Gold revenues arise from the sale of gold contained in copper concentrates at Kansanshi. Each tonne of concentrate
generally contains between 3 and 10 grams of gold for which a net credit is received by the Company after the deduction
of the gold realization charges. For the fourth quarter, gold revenues totalled $2.7 million for 5,766 ounces of gold.

Revenue from surplus acid sales has declined from previous years as a result of the increased internal acid consumption at
Bwana/Lonshi and Kansanshi, needed for the increased copper production.

Consolidated Cost of Sales and Cash Costs

Cost of sales as a percentage of revenue decreased to 27% in the fourth quarter of 2005. Although unit costs have risen
from 2004, the cost of sales has decreased as a percentage of revenue which is explained by rising copper prices and the
addition of copper concentrates to the sales mix in 2005. A detailed analysis on the cash cost movements is provided in
the segmented information that follows the Group discussion.
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Copper production was 42,220 tonnes which included 29,558 tonnes from Kansanshi (18,324 tonnes cathode; 11,234

tonnes concentrate) and 12,662 tonnes from Bwana/Lonshi.
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The Company also produced 72,040 tonnes of acid, which
represents a 102% increase over 2004 as a result of the
start up of the Solwezi Acid Plant.

Group cash costs have increased from the fourth quarter of
2004 due to the start up of Kansanshi and increased costs
at Bwana/Lonshi. Cash costs at Kansanshi were $0.65 per
pound and $0.84 per pound at Bwana/Lonshi compared
with and average cash costs of $0.48 per pound for the
fourth quarter of 2004. The increase in costs at
Bwana/Lonshi can be attributed to the new strip ratio of
26:1 versus 12:1. This coupled with the increased costs of
tires, fuel and other oil based consumables have seen a
significant increase in the cash costs at Bwana/Lonshi.

Other Expenses and Consolidated Earnings

Depletion and amortization expenses in the fourth quarter

were $13.2 million (2004: $3.0m; 2003: $2.9m). The increase was principally due to Kansanshi achieving commercial

production in the second quarter

of 2005.

Table 6: Q4 Other Expenses and Earnings

Interest for the quarter was $9.3 million (2004: $0.7m;

Other Expenses (millions)
Depreciation and amortization
Exploration
General and administrative
Interest
Other expenses (income)

Earnings
Net earnings (millions)
Basic earnings per share
Diluted earnings per share

2003

$2.9
0.2
1.0
0.4
0.0

$1.4
$0.02
$0.02

2004

$3.0
1.0
22
0.7
(0.9

$9.3
$0.16
$0.15

2005

$13.2
3.8
2.9
9.3
135

$57.1
$0.93
$0.90

(1) Copper sales and production volumes refer to contained copper in either concentrate or cathode.
= = = S

2003: $0.4m). The significant increase in interest from
2004 is due to the previous capitalization of interest costs
associated with Kansanshi before commercial production
was reached. The increase in other expenses to $13.5
million is associated with derivative mark to market
losses, principally related to Kansanshi, which also had
previously been deferred.

Net earnings for the quarter increased to $57.1 million or
$0.93 per share compared with third quarter net earnings
of $39.5 million or $0.64 per share.

Consolidated Cash Flow

The cash inflow for the quarter from operating activities, before working capital movements, was $101.0 million or $1.64
per share. The ten-fold increase in cash from operations is d;{ven primarily by the six-fold increase in net earnings noted
¥
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above. The remaining increase (over earnings) can be attributed to the significant non-cash add backs of minority
interests and derivative gains and losses.

The cash inflow from operating activities, after working capital movements, was $115.5 million or $1.87 per share. The
difference between the before and after non-cash working capital movements can be principally attributed to the increase
in accounts payable.

Table 7: Q4 Cash Flow Information The cash outflow from financing activities for the

2003 2004 2005 | quarter was $1.6 million. During the quarter, the

Cash Flows from (millions)
Operating activities
Before working capital movements | $8.4 $9.8  $101.0

Company drew down from Kansanshi’s $25
million Glencore facility to assist in the funding
of the ongoing capital works upgrade program at

After working capital movements 8.2 29 1155 . h
Financing activities 171 49.0 (1.6) | Kansanshi. The Company also repaid $9.1
Investing activities 18.9 (52.5) (94.4) million in debt in accordance with documented

Operating Cash Flow (per share) repayment terms. . . o

Before working capital $0.15 $0.16 $1.64 The cash_ o_utflow from investing actlv_ltles was

movements ' : ' $94.4 million as the Company continued its

After working capital movements | $0.15 $0.05 $1.87 | capital investment at Kansanshi and Guelb

Moghrein.

Fourth Quarter Segmented Information

Table 8: Q4 Selected Segmented Operating and Financial Information
Kansanshi Bwana/Lonshi
2003 2004 2005 2003 2004 2005
Costs
Cost of sales (millions) N/A N/A $18.9 $13.0 $14.5 $31.8
Cost of sales %™ 15% 65% 47% 53%
Cash Costs (per Ib) @ $0.65 $0.47 $0.48 $0.84
Total Costs (per Ib) @ $0.76 $0.66 $0.59 $1.16
Production Statistics (tonnes)
Waste mined (000’s) 2,857 5,240 885 2,926 5,918
Ore mined (000’s) 1,346 1,499 439 261 209
Ore grade mined 2.4% 1.9% 5.5% 6.4% 6.1%
Sulphide ore processed (000’s) 580
Oxide ore processed (000°s) 1,039 197 256 397
Sulphide ore grade processed 2.0%
Oxide ore grade processed 1.9% 5.5% 5.0% 3.6%
Copper cathode produced 18,324 9,558 10,942 12,662
Concentrate produced 11,234
Concentrate grade © 28.7%
Acid produced 33,035 35,671 72,040
@ Calculated as a percentage of total revenue. @ For the definition of cash and total costs, reference should be made to section 8. ©) Refers to contained copper in
concentrate.

Kansanshi

During the quarter, 1,499,000 tonnes of ore and 5,240,000 tonnes of waste were mined. In the fourth quarter, the total
material mined declined from the third quarter from a total of 7,685,000 tonnes to 6,739,000 tonnes. The 12% decrease
can be attributed to the onset of the Zambian wet season coupled with an increased ore re-handling requirement, as
Kansanshi differentiated between ore types to maximize the mill throughput. The previously reported fuel and tire
shortages had minimal impact during the quarter. For the fourth quarter, contained copper production increased 28% to
29,558 tonnes, which although a substantial increase, fell just short of the revised target of 30,513 tonnes, principally due
to a mill relining required in December, and disruptions in milling for “tie-ins” during the upgrade construction.

During the quarter, Kansanshi produced 18,324 tonnes of copper cathode at a cash cost of $0.52 per pound and a total cost
of $0.63 per pound. Cathode costs were marginally higher than the previous quarter due to one-off accruals of duty and
import charges. During the quarter, Kansanshi produced 11,234 tonnes of contained copper in the form of concentrates at
a cash cost of $0.87 per pound and a total cost of $0.98 per pound. Concentrate costs were up on the previous quarter asa
result of higher freight costs and a lower gold credit. The increase in the freight costs of approximately $0.10 per pound is
aresult of selling a high component of concentrates to international smelters rather than domestic smelters as the smelter
at Mopani (Mufulira) does not have any spare capacity Whi:vggts new smelter is being completed. The gold creditalso fell
0
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$0.08 quarter on quarter as a result of the lower ratio of concentrate sales to copper concentrate production. In the
determination of the gold production credit, the gold sales figure is used, so as the sales increase so does the gold credit.
The accrual of duties and import charges also impacted the concentrate side but were offset by other processing
efficiencies. The combined cash cost for both concentrate and cathode was $0.65 per pound with a total cash cost of
$0.76 per pound.

Bwana/Lonshi

During the fourth quarter, approximately 209,000 tonnes of ore and approximately 5,918,000 tonnes of waste were mined
from Lonshi. The strip ratio for the quarter was 28:1. Total material mined increased 22% despite two of the three
months in the fourth quarter experiencing much heavier than average rainfall. The increase in material mined was
principally due to the arrival of the remaining mining fleet acquired to address the requirements of the July 1%, 2005
revision to the strip ratio from 12:1 to 26:1. As with Kansanshi, both the fuel and tire situations improved during the
quarter with no significant downtime experienced as a result of either of these two items.

During the fourth quarter, copper production was 12,662 tonnes, 4% below the record production achieved in the previous
quarter. Cash costs were $0.84 per pound and total costs were $1.16 per pound of copper. Cash costs at Bwana/Lonshi
increased $0.10 over quarter three due to a $0.06 increase in ore costs, a $0.04 increase in processing costs, and a $0.03
increase in administrative costs offset by an improved acid credit of $0.02 per pound as a result of the increased sales
from the Solwezi Acid Plant located at Kansanshi. The increase in ore costs can be attributed to the higher stripping ratio,
higher fuel costs and higher transportation costs. The increase in processing costs can be attributed to the increased cost
of oil based consumables.

Acid production increased to 72,040 tonnes, of which 34,988 tonnes were produced at Ndola and 37,052 tonnes at
Solwezi. Of the total acid produced, 219 tonnes were sold externally, 35,754 tonnes consumed at Kansanshi with the
balance consumed at Bwana/Lonshi.

5. Discussion of Financial Position and Liquidity

Assets
Chart 7: Assets - Dec 31
At December 31, 2005, the Company had cash
$800 and cash equivalents of $82.9 million. T_he_ strong
$700 4 cash flow from operations of $201.8 million has
$746.5 been utilized by the Company’s continuing
$600 1 investment in its capital projects. The Company
T $500 ¢ $473.1 had $20.2 million in restricted cash that is being
= $400 held for sinking fund requirements on debt
(f, $300 + repayment. The significant increase is due to the
= $200 | $162.1 debt service reserve account provisions in the
$100 | ' Standard Bank and West LB $120 million
$0 __|—|_| } } Kansanshi facility. The increase in other current
2003 2004 2005 assets to $1C_%1.3 million was prmmpal_ly due to
the increase in accounts receivable and inventory
Emmm Cash and cash equivalents === Other current assets associated with the start of commercial
_ production at Kansanshi.
1 Property, plant & equipment —>— T otal assets

The decrease in investments from 2004 is

attributed to the sale of the Company’s investment in Anvil that occurred in the first quarter of 2005. The increase in
property, plant and equipment is due to the Company’s continuing investment in projects such as Guelb Moghrein,
Frontier and the upgrades at Kansanshi including the Pressure Leach project.

Total other assets and deferred charges for 2005 were $31.3 million, which is principally composed of deferred financing
fees of $11.6 million (2004: $7.5m; 2003: $1.9m), long-term prepayment to Zesco of $9.3 million (2004: $10.6m),
deferred stripping asset of $7.8 million (2004: $1.9m; 2003: $(2.7m)), future income tax asset of $2.6 million (2004:
$0.0m), and fair value of derivatives of $0.0 million (2004: $10.0m). For a complete understanding of the fair value of
derivatives, reference should be made to section 6 of this MD&A.
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Liabilities
Chart8: Liabilities - Dec 31 The increase in current liabilities from 2004 can be

attributed to an increase in accounts payable
associated with Kansanshi and an increase in the

$500 current portion of long-term debt as the project
$450 + loans for Kansanshi were fully drawn. In addition,
$400 | the Company has current taxes payable of $16.1
$412.6 million arising from taxable profits at its
g p
$350 + $313.0 Bwana/Lonshi operation.
= $300 | ' : b
S The future income tax liability also rose
= $250 + significantly during the year as Kansanshi utilized
«» $200 + accelerated capital allowances to offset current
= period earnings from current income taxes as
$150 + . . .
$100 permitted in Zambia.
$78.3 The total long-term debt increased by $20.5 million
$50 J_|_| as a result of drawing down the $25 million
$0 - 1 1 Glencore facility; the final drawdowns of the
2003 2004 2005 remaining Kansanshi related facilities of $31.5

million; and drawdown on the SCB $11.5 million
mmmm Current & other liabilities =3 Future income tax liability| facility. These drawdowns were offset by debt
repayments of $36.8 million. The long-term portion

C— Long-term debt —>—Total liabilities -
g of debt decreased by $14.9 million, due to an
increase in the current portion of long-term debt of
- $35.4 million less the aforementioned increase of
- Table 9: Total Long-term Debt total debt of $20.5 million.
($ millions) 2003 2004 2005
Debt Other liabilities consisted of the long-term portions
Kansanshi 33 1649 1823 | of unrealized fair value of derivatives ($20.4
Bwana/Lonshi 44.4 49.4 410 | million), deferred premium obligations associated
'(I?gt]aelr 4;-(7) 212? Zéé-g with the copper derivatives ($15.7 million), and
L ess restricted cash i 19 20.2 (;:ihltlairo n)deferred payments/obligations  ($18.6
Net long-term debt 48.7 212.6 214.8 '
Table 10: Financial Position — Equity Shareholders’ Equity
2003 2004 2005
Dec31 Dec3l Dec31| As at December 31, 2005, the Company had
Equity accounts (millions) $113.1  $161.8 $166.6 | $166.6 million in common shares and contributed
Retained earnings (millions) $(31.5) $(4.0) $144.8 | surplus. During the period, there was only
Shareholders’ equity (millions) $81.6  $157.8  $311.4 | minimal activity through the equity accounts,
Weighted average # shares (000’s) ~ 50,668 ~ 60,123 61,498 | generally limited to the exercising and expensing
Diluted weighted average # shares of stock options. Retained earnings increased
(000’s) 51609 61235 63,011 | sjgnificantly from last year as a result of the strong
Outstanding # shares (000’s) 56,396 61239 61674 | Net earn_:jngs less $4.0 million in dividends that
were paid.
Cash dividends declared per share i i 0.08 P
(CAS3) ' As at February 28, 2006, the Company had
Working capital ($ millions) 135 33.9 76.2 | 61,853,628 common shares outstanding and

2,940,000 options outstanding.
Dividends

During 2005, the Company paid $4.0 million in dividends. An inaugural dividend was paid in the second quarter of
CA$0.06 per share in respect of the 2004 financial year. Consistent with the Company’s dividend policy of declaring an
interim dividend of one-third of the prior year’s full dividend, an interim 2005 dividend of CA$0.02 per share was paid
during the third quarter.

In December 2005, the Company declared that the 2006 dividend would be no less than 10% of after tax profits.
Consistent with this policy, the Company has declared a final dividend of CA$0.265 per share (26.5 Canadian cents)
payable to shareholders as of April 19, 2006 (the record date).
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Working capital
As at December 31, 2005, the working capital of the Company was $76.2 million (2004: $33.9m; 2003: $13.5m).

Contractual Obligations

Table 11: Payments Due by Period
Total Less than 1-2 2-3 3-4 4-5 Thereafter
(millions) 1 year years years years years
Term debt $235.0 $58.3 $42.7 $35.3 $32.2 $31.5 $35.0
Deferred payments $11.5 $8.6 $0.4 $0.4 $0.4 $0.4 $1.3
Commitments $45.0 $45.0 $- $- $- $- $-
Asset retirement obligations $4.2 $0.2 $0.2 $1.6 $- $- $2.2

Under the terms of the Guelb Moghrein development agreement announced on July 14, 2004, the Company conditionally
agreed to make the following payments; $2.0 million upon satisfaction of certain conditions (completion date); $3.0
million, 12 months after the completion date; and $5.0 million, 24 months after the earlier of the completion date or upon
achieving commercial production. The completion date was November 2004 and the remaining payments have been
recorded at their discounted value as there is no interest payable on these amounts. As at December 31, 2005 the
discounted value was $4.8 million (2004: $7.4m), with the second payment of $3.0 million having been made in the fourth
quarter of 2005.

6. Other Matters

Guelb Moghrein Copper-Gold Deposit, Mauritania

Guelb is located 250 kilometres northeast of the nation’s capital, Nouakchott, near the town of Akjoujt, in Mauritania. It
consists of an open pit mineable copper/gold deposit. In January 2005, the detailed design and engineering contract was
awarded with site establishment commencing in March 2005. Logistical and supply difficulties in Mauritania have
delayed the commissioning from the first quarter of 2006 until the second quarter of 2006, with commercial production
now expected in the third quarter of 2006. Production will be initially targeted at approximately 30,000 tonnes of copper
in concentrate and 70,000 ounces of gold per year.

As at December 31, 2005, the Company had capitalized acquisition and development costs totalling $66.0 million (2004
$10.3m).

Detailed design is now complete. In 2005, a non-violent military coup in Mauritania has had no impact on the
construction program and the new government has pledged to honour all existing agreements. Site civil works and
structural steel erection are complete and final equipment installation is now in progress. During the fourth quarter, the
Environmental and Social Impact Assessment (“ESIA”) report was reviewed by the Ministry of Mines and Industry in
Nouakchott and was found to contain no fatal flaws. A provisional mining license was issued in late-December, with final
approval of the ESIA and a final mining license to be granted once a reclamation plan is submitted and bonding put in
place.

Frontier Copper Deposit, DRC

In May 2004, the Company announced the results of an independent copper-cobalt resource estimate completed at
Frontier Project located in Haut Katanga Province, DRC.

As at December 31, 2005, the Company had spent $9.9 million (2004: $3.7m) on this project. The current scoping study
envisages an average annual production of 80,000 tonnes of contained copper. In January 2006, the Frontier
Environmental Impact Assessment and Environmental Management Plan were formally approved by the Congolese
Ministry of Mines and the Exploitation Permit was granted in February 2006.

Kashime Copper Prospect, Zambia

A preliminary inferred oxide resource has been completed by independent consultants, Digital Mining Services, and
in February 2006, a program of combined reverse circulation and diamond drilling was initiated to improve
definition. In March 2006, a programme of induced polarization will be carried out over the eastern and central
portion of the target where significant copper sulphides have been intersected at depth in some holes.

During the year ended December 2005, the Company expensed $7.5 million (2004: $3.1m; 2003: $0.6m) on other
exploration targets that were predominantly located within the DRC and Zambia. Of this amount, $2.6 million was
&

.04
FIRST QUANTUM

11



MD&A 2005 (expressed in US Dollars) www.first-quantum.com

related to the Kashime Copper Prospect. As at December 31, 2005, no costs associated with this exploration property
have been deferred.

Investments — Carlisa

The Company holds an 18.8% interest in Carlisa Investment Corporation (Carlisa), which holds a 90% interest in
Mopani. The carrying value of this investment as at December 31, 2005 is $9.5 million. There has been no movementin
this investment since 2002. For 2005, Mopani produced approximately 132,000 tonnes of finished copper and 1,800
tonnes of cobalt. In arecent, Reuters dispatch, Tim Henderson, Mopani’s CEO forecasted “copper production to rise to
200,000 tonnes in 2006.” The increase in forecasted copper production can be attributed to capital upgrades at the mine
including the construction of a new smelter at Mufulira, which will increase its handling capacity from 420,000 tonnes to
650,000 tonnes of copper concentrate per year. The smelter is expected to be completed and operating during the middle
of 2006. As at December 31, 2005, Mopani had total assets over $700.0 million. As the majority owner of Mopani is a
private company not registered in Zambia, only limited public information is available.

Adastra Offer

On January 18, 2006, the Company announced that it would make an unsolicited take-over bid to acquire all of the
outstanding shares of Adastra Minerals Inc (Adastra) and mailed its formal bid to Adastra shareholders on February 2,
2006. Under the Company’s offer, Adastra common shareholders are entitled to receive one common share of the
Company for each 17.5 Adastra common shares held.

On February 17, 2006, Adastra mailed its director’s circular to its shareholders recommending rejection of the Company’s
offer. The offer remains open for acceptance until March 10, 2006.

Financial Instruments

From time to time, to satisfy the requirements of its lending institutions, the Company enters into derivative instruments to
reduce the risk exposure to copper and gold prices, foreign currency, and interest rate movements. These instruments
consist of forward and option contracts, interest rate protection contracts, and foreign currency protection contracts.

For copper and gold forward put option contracts, fair values were calculated using spot and forward prices and
volatilities. For interest rate protection contracts, fair values were determined using market interest rates. For foreign
currency protection contracts, fair values were determined using the exchange rate at quarter-end. All changes in fair
value of derivatives related to Kansanshi were capitalized as preproduction costs up to April 19, 2005. Any changes in
fair value subsequent to April 19, 2005 have been recorded as other expenses.

The put options offer downside protection while allowing the Company to participate in 100% of the copper and gold
price appreciation above the put option strike prices up to the level of any call options that have been sold.

As at December 31, 2005, the following derivative positions were outstanding:

Table 12: Derivative Positions
2006 2007 2008 2009 Total Fair Value
Copper (i) ($000%s)
Put options (tonnes) 68,592 86,016 - - 154,608 $0
Price ($/tonne) $1,800  $1,800 - -
Options (collar) (tonnes) 18,000 - - - 18,000 $932
Average upper price ($/tonne) 4,867 - - -
Average lower price ($/tonne) 4,000 - - -
Gold (ii)
Put options (0z) 24,984 37,380 24,060 38,028 124,452 $101
Price ($/0z) $350 $350 $350 $350
Forward Contracts (0z) 24,984 37,380 24,060 38,028 124,452 $(18,834)
Price ($/0z) $400 $400 $400 $400
Other (iii)
Interest rate swaps $165
Cross currency swaps $(1,849)
@
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Copper Financial Instruments

In 2004, the Company was required to enter into copper put option contracts related to its expected copper production at
Kansanshi, to satisfy lending requirements. Upon entering into these contracts, the Company assumed a premium
obligation of $21.0 million, which is due and payable between January 2005 and December 2007. As at December 31,
2005, there were put option contracts for 154,608 tonnes of copper outstanding with a premium obligation of $14.6
million.

In 2005, the Company entered into copper put option contracts related to its expected copper production at Kansanshi and
Bwana. Upon entering into these contracts, the Company assumed a premium obligation of $1.1 million, which is due and
payable between January 2006 and June 2006. As at December 31, 2005, there were put option contracts for 18,000
tonnes of copper outstanding with a premium obligation of $1.1 million.

Gold Financial Instruments

In 2004, the Company was also required to enter into put option contracts related to its gold production at Kansanshi, 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.

Other Financial Instruments

The Company has entered into cross-currency principal and interest rate swaps to hedge the Euro interest and principal
payments on the Kansanshi EIB facility.

7. Outlook

For the full year of 2006, the Company expects to produce about 200,000 tonnes of copper (a 68% increase over 2005
copper production) which includes 140,000 to 145,000 tonnes from Kansanshi, 45,000 to 50,000 tonnes from
Bwana/Lonshi and 15,000 tonnes from Guelb Moghrein. In addition, the Company expects to produce 75,000 ounces of
gold which includes 40,000 ounces from Kansanshi and 35,000 ounces from Guelb Moghrein. Group cash costs are
expected to be in the range of $0.72 to $0.77.

During the period January to February, 2006, Kansanshi produced 19,226 tonnes of copper which included 10,338 tonnes
of copper cathode and 8,888 tonnes of copper in concentrate. During February 2006, the recently completed four million
tonne sulphide circuit expansion began commissioning. Name plate treatment capacity at Kansanshi now stands at eight
million tonnes of sulphide ore per year, while oxide treatment capacity remains four million tonnes per year. Upon
achieving design throughputs Kansanshi is expected to produce an average of 12,300 tonnes of copper per month which
includes 6,000 tonnes of copper cathode and 6,300 tonnes of copper in concentrate. Cash costs for 2006 are forecast in the
range of $0.71 to $0.77 per pound of copper.

At Kansanshi the Company is investing in a High Pressure Leach (HPL) facility to treat a portion of the increased copper
concentrate production. The main components of HPL project are two autoclaves, an oxygen plant and an additional
35,000 tonne per annum solvent extraction and electrowinning (SX/EW) facility. The main equipment for the autoclave
and oxygen plants has been successfully relocated from Turquoise Ridge in Nevada, USA and all of the equipment is now
either on site or undergoing refurbishment in South Africa. Two autoclave vessels have been installed on their foundations
at Kansanshi. Detailed design work for the HPL project has been completed, and construction is well underway. Site
civil works for the project are essentially complete, with only a small amount of civil work outstanding for the oxygen
plant. The majority of materials have been ordered and are currently arriving on site. The structural, plate work and
mechanical installation associated with the new SX/EW plant are well progressed, and are also underway for the autoclave
and oxygen plant areas. Piping and electrical installation for the project is expected to begin March 2006. Construction
of the HPL project is expected to be completed such that pre-commissioning and commissioning will begin in the third
quarter of 2006. One of the three high pressure autoclave vessels was damaged during transportation. An assessment of
the damage is currently being undertaken but it will not slow the commissioning or hinder performance. The total capital
cost is budgeted at $87 million including an upgrade to the Zesco power supply and increased working capital.

The Bwana/Lonshi operation is forecast to produce in excess of 45,000 tonnes of copper cathode in 2006. During the
very wet period January to February 2006, Bwana/Lonshi produced 7,311 tonnes of copper cathode. Cash costs for 2006
are forecast in the range of $0.76 to $0.83 per pound of copper. The Company is currently assessing the alternative and
most beneficial uses for the Bwana processing plant after the Lonshi ore has been exhausted. In 2006, the Company also
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anticipates that it will process external ore purchased from third parties, to exploit the full production capacity at Bwana.
This occurs for example during periods of heavy rain, and increases the ore costs.

It should be noted that the forecast cash costs are provided under current accounting practice. With the implementation of
the proposed accounting change to deferred stripping, actual results may differ from these forecasts.

At Guelb, the detailed design was completed at the end of January. Logistical and supply difficulties in Mauritania have
delayed the commissioning until the second quarter of 2006 and commercial production is expected to begin in the third
quarter. The Company remains unable to release an engineering report as the Company is not treating the current resource
statement as compliant with National Instrument 43-101.

At Frontier, the scoping study is complete and will be published shortly. Subject to a positive production decision, and
Board of Directors approval, pre-stripping and construction of civil works will begin after the rains end in April 2006. At
the Kashime prospect diamond drilling continues with an initial resource estimate expected once the assay results are
available for the current program of drilling.

8. Non-GAAP Measures, Critical Accounting Policies and Other
Non-GAAP Measures

Calculation of Cash and Total Costs

The consolidated cash (C1) and total (C3) costs presented for the Company are a non-GAAP measure that is prepared on a
basis consistent with the industry standard Brooke Hunt definitions. However, the segmented cash and total costs were
prepared on a basis which differs from the Brooke 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. This means that the cash costs at the Bwana/Lonshi division include a credit for acid produced from the
Solwezi acid plant. The calculation of the cash costs therefore include credits for both acid plants located at Ndola and the
acid plant located at Solwezi.

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 in an attempt 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
are 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, realized
foreign exchange and site administration costs.

The cash and total costs per pound presented in this MD&A have only been calculated post commercial production at
Kansanshi, therefore any costs and production related to Kansanshi prior to April 19, 2005 have not been considered in
determining the cash and total costs of the consolidated group or Kansanshi.

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. The
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following section outlines those critical accounting policies that have changed since the filing of the Company’s 2004
Audited Financial Statements or that are particularly relevant to the current year.

Deferred stripping costs

Effective July 1, 2005, the Company revised its mine plan at Lonshi. Under the new plan, the life of mine ratio, after
consideration of previous deferred stripping provisions, is 26:1, an increase from the ratio of 12:1 under the previous mine
plan.

Changes in Accounting Policies

Consolidation of Variable Interest Entities

Effective January 1, 2005, the Company was required to adopt CICA Accounting Guideline 15, Consolidation of Variable
Interest Entities (AcG-15). This standard harmonizes Canadian guidance with the equivalent US standard, FASB
Interpretation No. 46R (FIN 46R), Consolidation of Variable Interest Entities. AcG-15 establishes accounting guidance
for consolidation of variable interest entities by the primary beneficiary and applies to any business enterprise, public or
private, that has a controlling interest, contractual relationship or other business relationship with a variable interest entity.
There has been no financial impact upon adoption of this new guideline.

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 proven and probable reserves.

Management’s estimates of mineral prices, recoverable proven and probable 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, proven
and probable reserves, and operating, capital and reclamation costs on an undiscounted basis where 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.
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Income taxes

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

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

Future Changes in Accounting Policies

Deferred Stripping Accounting

The Emerging Issues Committee (EIC) of the CICA has issued a draft abstract, D56, on deferred stripping. The draft
conclusion is that the nature of stripping costs should be assessed and certain costs arising from the expansion of ore
reserves at a mine due to a change in mine plan may be considered a “betterment” of existing mine assets, resulting in
capital asset treatment. All costs of an operating nature must be included in inventory as incurred. This will increase the
volatility of the Company’s operating costs and financial performance.

In March 20086, the EIC finalized the deferred stripping abstract. The Company will be required to adopt the provisions of
this EIC on either a retroactive or prospective basis effective January 1, 2006. Management is currently considering the
impact of this change in accounting practice and will provide further guidance in the first quarter of 2006.

Financial Instruments

The CICA has introduced new financial instrument standards, which will more comprehensively address when to
recognize financial instruments on the balance sheet, how to measure them, how to account for gains and losses, and when
and how to apply hedge accounting. The new standards are Section 1530, Comprehensive Income, Section 3855,
Financial Instruments — Recognition and Measurement, and Section 3865, Hedges. The mandatory effective date for
Sections 1530, 3855 and 3865 will be for interim and annual financial statements relating to fiscal years beginning on or
after October 1, 2006. Management is currently considering the impact of these new standards and will evaluate their
impact prior to the 2006 year end.

Disclosure Controls and Procedures

Disclosure controls and procedures are designed to provide reasonable assurance that material information is gathered and
reported to senior management, including the Chief Executive Officer and the Chief Financial Officer, as appropriate to
permit timely decisions regarding public disclosures.

Management including the Chief Executive Officer and the Chief Financial Officer have evaluated the effectiveness of the
design and operation of the Company’s disclosure controls and procedures as of December 31, 2005. Based on this
evaluation, the Chief Executive Officer and the Chief Financial Officer have concluded that the Company’s disclosure
controls and procedures, as defined in Multilateral Instrument 52-109 - Certification of Disclosure in Issuers' Annual and
Interim Filings, are effective to ensure that information required to be disclosed in reports that the Company files or
submits under Canadian securities legislation is recorded, processed and reported within the time period specified in those
rules.

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
@
FIRST QUANTUM

16



MD&A 2005 (expressed in US Dollars) www.first-quantum.com

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, 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 Alternative Investment Market operated by the London Stock

Exchange.
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9. Summary of Quarterly Results
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The following table sets out a summary of the Quarterly for the Company for the last eight quarters:

Table 13: Summary of Quarterly Results (unaudited)

2004 2005
Statement of Operations and Deficit Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
(millions, except where indicated)
Total revenues $25.3 $26.3 $31.2 $30.7 $38.2 $86.5 $143.0  $176.9
Cost of sales 12.1 13.1 14.1 14.5 16.2 35.0 53.8 46.9
Depletion and amortization 2.3 3.0 2.6 3.0 3.9 6.9 12.5 13.2
Exploration 0.4 0.6 11 1.0 1.0 11 15 3.8
General and administrative 11 15 14 2.2 21 2.2 25 2.9
Interest 0.6 0.9 0.8 0.7 0.8 3.4 5.8 9.3
Other expenses 0.1) 0.6 (0.3) (0.9) (0.6) 1.7 5.9 135
Income taxes 2.6 2.6 3.7 2.0 3.7 7.2 14.8 19.9
Minority interests - - - - - 3.3 6.8 10.2
Equity earnings 0.4 0.2 0.1 1.0 - - - -
Net earnings 6.7 4.1 7.9 9.3 27.2 29.0 39.5 57.1
Basic earnings per share $0.11 $0.07 $0.13 $0.16 $0.44 $0.47 $0.64 $0.93
Diluted earnings per share $0.11 $0.07 $0.13 $0.15 $0.43 $0.46 $0.63 $0.90
Realized copper price $1.03 $1.11 $1.16 $1.20 $1.44 $1.42 $1.58 $1.97
Total copper sold (tonnes)® 9,700 19,299 1,674 10,872 12,000 26,535 39,864 40,203
Total copper produced (tonnes) ® 9,689 9,585 11,330 10,942 12,028 28,673 36,196 42,220
Total gold sold (ounces) - - - - - 1,370 7,130 5,766
Cash Costs (C1) (per Ib) @ $0.39 $0.48 $0.45 $0.48 $0.58 $0.60 $0.64 $0.71
Total Costs (C3) (per Ib) @ $0.53 $0.67 $0.68 $0.59 $0.75 $0.80 $0.87 $0.89
Financial Position (millions)
Working capital $40.2 $28.0 $51.8 $33.9 $61.4 $47.1 $32.2 $76.2
Total assets $241.8  $276.4  $385.0 $473.1 $523.1 $561.9 $641.5  $746.5
Weighted average # shares (000’s) 58,568 59,434 60,668 60,942 61,267 61,499 61,583 61,639
Cash Flows from (millions)
Operating activities
Before working capital movements $12.1 $11.5 $12.9 $9.8 $19.7 $43.0 $81.1  $101.0
After working capital movements 6.6 10.8 10.4 2.9 22.9 2.3 69.8 1155
Financing activities 57.4 16.5 76.6 49.0 24.8 (22.8) (5.2) (1.6)
Investing activities (36.2) 47.7) (69.7) (52.5) (19.0) (2.3) (57.8) (94.4)
Cash Flows from Operating activities
per share®
Before working capital movements 0.21 0.19 0.21 0.16 0.32 0.70 1.32 1.64
After working capital movements 0.11 0.18 0.17 0.05 0.37 0.04 1.13 1.87
Kansanshi Production Statistics
Mining:
Waste mined (000’s tonnes) - - 1,175 2,857 1,651 3,185 6,064 5,240
Ore mined (000’s tonnes) - - - 1,346 2,119 2,050 1,621 1,499
Ore grade % - - - 24 1.7 2.0 2.0 1.9
Processing:
Ore processed (000’s tonnes) @ - - - - - 1,129 1,461 1,619
Contained copper (tonnes) © - - - - - 19,917 27,510 30,934
Recovery % © - - - - - 86 84 96
Copper produced (tonnes) @ - - - - - 16,956 23,065 29,558
Combined Cash Costs:
Cash Costs (per Ib) © - - - - - $0.63 $0.59 $0.65
Total Costs (per Ib) @ - - - - - $0.80 $0.80 $0.76
Cathode Cash Costs:
Cash Costs (per Ib) ® - - - - - $0.61 $0.52 $0.52
Total Costs (per Ib) ) - - - - - $0.80 $0.73 $0.63
Concentrate Cash Costs:
Cash Costs (per Ib) © - - - - - $0.65 $0.71 $0.87
Total Costs (per Ib) @ - - - - - $0.81 $0.90 $0.98
Revenue (000°s)
Copper cathodes - - - - - 29,165 54,116 87,624
Copper concentrates - - - - - 15,309 34,668 31,850
Total revenues - - - - - 44,474 88,784 119,474
Copper cathode sold (tonnes) - - - - - 8,919 14,227 18,505
Copper concentrate sold (tonnes) - - - - - 6,024 12,243 9,260
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Table 13: Summary of Quarterly Results (unaudited) (continued)

Bwana/Lonshi Production Statistics Q1
Mining:
Waste mined (000’s tonnes) 1,036
Ore mined (000’s tonnes) 66
Ore grade % 5.4
Processing:
Ore processed (000’s tonnes) 209
Contained copper (tonnes) 10,904
Grade % 5.2
Recovery % 89
Copper produced (tonnes) 9,689
Acid produced (tonnes) 34,344
Surplus acid (tonnes) 20,763
Cash Costs (per Ib) & $0.39
Total Costs (per Ib) @ $0.53
Revenues ($000°s)
Copper cathodes 22,082
Copper cathodes sold (tonnes) 9,693

2004
Q2 Q3
2,854 4,213
85 257

5.2 47
237 278
10,813 12,908
4.6 4.6

89 88
9,585 11,330
34265 35920
19,149 16,884
$0.48  $0.45
$0.67  $0.68
23,398 28,624
9553 11,233

Q4

2,926
261
6.4

256
12,824
5.0

85
10,942
35,671
9,664
$0.48
$0.59

29,249
11,060

Q1

2,596
152
53

264
13,804
52

87
12,028
55,275
49
$0.58
$0.75

38,172
12,000

2005
Q2

4,025
319
55

328
13,354
4.1

88
11,717
69,218
14,939
$0.57
$0.79

38,899
11,592

@ For the definition of cash and total costs, reference should be made to section 7. @ Copper sold does not include tonnes sold prior to pre-commercial production.
@ Copper produced does not include tonnes produced prior to pre-commercial production.

Q3

4,707
300
3.9

363
15,003

88
13,131
64,263

7,120
$0.74
$1.01

49,602
13,394

Q4

5,918
209
6.1

397
14,262

89
12,662
72,040

219
$0.84
$1.16

54,694
12,438

Significant Quarterly Milestones

In the second quarter of 2005, the Company commenced commercial production at Kansanshi operation which
significantly increased copper production in Q2 and continued to increase as production ramped up through the remaining

quarters of 2005.

In the first quarter of 2005, the Company sold its investment in Anvil for a profit of $16.1 million.
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