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Rating Action Overview

- First Quantum Minerals Ltd. (FQM) has failed to reach an agreement with the government of
Panama on all aspects of the new royalty regime for its key Cobre Panama copper mine.

- As a result, the government has announced that it intends to instruct Cobre Panama to
establish and execute a care and maintenance plan with respect to its operations at the mine.
The exact timing and nature of this plan are not yet known.

- We therefore placed our 'B+' issuer and issue ratings on FQM on CreditWatch with negative
implications.

- The CreditWatch placement indicates that we may downgrade FQM in the next 90 days or
sooner, if we see substantial disruptions to mining operations at Cobre Panama because of the
intended care and maintenance plan and this causes a significant increase in leverage or
reduces the group's resilience.

Rating Action Rationale

The CreditWatch placement follows an unexpected government decision that may result in a
deviation from our base-case scenario. The Cobre Panama mine is one of the largest and most
profitable assets in FQM's portfolio--it accounted for 50% of reported EBITDA in the first nine
months of 2022. As of Dec. 20, 2022, we understand that the mine is operating without
disruptions. However, if operations at the mine were to be disrupted for a substantial period, or if
FQM agrees to pay the government much higher royalties, its operating cash flow may decline.
This would push leverage above our base-case expectations, which still include an annual
payment of $375 million to the government. At the current rating level, S&P Global
Ratings-adjusted debt to EBITDA is expected to be 2.5x when market conditions are healthy, and
up to 4x when they are weak. Adjusted debt to EBITDA was 2.6x in the 12 months to the end of
September 2022. In addition, if FQM derives less of its EBITDA from its Panamanian
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operations--that is, meaningfully below 50%--the company's exposure to sovereign risk from its
Zambian operations would rise. Our foreign currency rating on Panama is BBB/Negative/A-2;
Zambia is rated SD/--/SD (local currency: CCC+/Stable/C) while it restructures its debt.

CreditWatch

The CreditWatch placement indicates that we may downgrade FQM in the next 90 days or sooner if
we consider that operational disruptions at Cobre Panama are likely to lead to a significant
increase in leverage, or will reduce the predictability of the group's overall performance. We may
regard FQM's business as less resilient if the Panamanian contribution to EBITDA falls
meaningfully below 50%, or the political risk associated with operating the Cobre Panama mine
rises. The timing and nature of the care and maintenance plan will affect our rating analysis.

Company Description

FQM is a midsize copper mining company that produced 816,435 tonnes in 2021. This translated
to S&P Global Ratings-adjusted EBITDA of about $3.6 billion.

Its portfolio is highly concentrated, with its key assets being the Kansanshi and Trident mines in
Zambia and Cobre Panama in Panama. In 2021, Zambia contributed about 50% of the group's
EBITDA, and Panama contributed about 45%. The remainder came from its smaller mining
operations: Las Cruces in Spain, Guelb Moghrein in Mauritania, Cayeli in Turkey, Pyhasalmi in
Finland, and the Ravensthorpe nickel mine in Australia.

FQM's group copper cash cost of $1.30/lb in 2021 places it in the third quartile of the global unit
cash-cost curve, although costs differ between its mines.

Peers include diversified miners such as BHP (1.6 million metric tonnes of copper production) and
Rio Tinto (494,000 tonnes), as well as pure copper miners such as Kaz Minerals (298,700 tonnes)
and Antofagasta (721,500 tonnes).

Ratings Score Snapshot

Issuer Credit Rating B+/Watch Neg

Business risk: Weak

Country risk High

Industry risk Moderately high

Competitive position Fair

Financial risk: Aggressive

Cash flow/leverage Aggressive

Anchor b+

Modifiers:

Diversification/Portfolio effect Neutral (no impact)

Capital structure Neutral (no impact)

Financial policy Neutral (no impact)

Liquidity Adequate (no impact)
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Issuer Credit Rating B+/Watch Neg

Management and governance Fair (no impact)

Comparable rating analysis Neutral (no impact)

Stand-alone credit profile: b+

ESG credit indicators: E-3, S-3, G-3

Related Criteria

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- General Criteria: Group Rating Methodology, July 1, 2019

- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

- Criteria | Corporates | General: Reflecting Subordination Risk In Corporate Issue Ratings, March
28, 2018

- Criteria | Corporates | Recovery: Methodology: Jurisdiction Ranking Assessments, Jan. 20, 2016

- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16, 2014

- Criteria | Corporates | General: The Treatment Of Non-Common Equity Financing In
Nonfinancial Corporate Entities, April 29, 2014

- General Criteria: Ratings Above The Sovereign--Corporate And Government Ratings:
Methodology And Assumptions, Nov. 20, 2013

- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013

- General Criteria: Methodology: Industry Risk, Nov. 19, 2013

- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013

- General Criteria: Methodology: Management And Governance Credit Factors For Corporate
Entities, Nov. 13, 2012

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

- Global Metals And Mining Companies, Strongest To Weakest, Dec. 9. 2022

- S&P Global Ratings' Metal Price Assumptions: Lower Prices And Higher Costs Start Squeezing
Profits, Nov. 1, 2022

- Copper Producer First Quantum Minerals 'B+' Ratings Affirmed Despite Cost Pressure; Outlook
Stable, Sept. 27, 2022
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Ratings List

Ratings Affirmed; CreditWatch/Outlook Action

To From

First Quantum Minerals Ltd.

Issuer Credit Rating B+/Watch Neg/-- B+/Stable/--

Senior Unsecured B+/Watch Neg B+

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceId/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; or Stockholm (46) 8-440-5914
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