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We achieved our goal of restarting operations at Mount
Polley in March 2005, nineteen months after discovery 
of the high grade copper-gold-silver Northeast Zone.
Total production at Mount Polley in 2005 was 30,000,000
pounds copper, 30,000 ounces gold and 234,000 ounces
silver.

The rapid progress from discovery of the Northeast 
Zone to restart of mine operations in under two years is
a remarkable achievement and the culmination of a 
concerted effort by management, employees, suppliers
and Government. The key milestones from discovery to
production were:

August 2003 Initial trench results indicate high 
grade copper-gold zone discovery 

September 2003 Drilling commences at Northeast Zone 

November 2004 Mining Permit Amendment 
received for the Wight Pit 

March 2005 Operations restart at Mount Polley

June 2005 Mining of ore from Wight Pit begins

July 2005 First shipment of copper concentrate

Following the lessons learned from the Northeast Zone
discovery, we broadened our exploration focus at Mount
Polley, starting in July, from known deposits to property
wide reconnaissance and evaluation. This lead to the
acquisition of additional ground, expanding the Mount
Polley property to over 19,000 hectares. Exploration
activities included till and whole rock geochemical 
sampling and percussion drilling. Several new zones 
of mineralization were outlined. In January 2006 a 
diamond drill rig was mobilized to test these new targets.
The chances of discovery of new ore bodies at Mount
Polley are considered excellent.

Equity income from our 50% owned Huckleberry mine
was up sharply in 2005 due in part to higher metal prices.
Huckleberry had not been expected to generate revenues
to Imperial due to its large non-recourse loan balance.
Provided copper prices remain at current levels, there is
reasonable expectation Huckleberry will be able to repay
its loans and generate income to its owners prior to 
shut down in the third quarter of 2007. Exploration at
Huckleberry will continue in 2006 with the goal of
locating additional resources to extend its mine life.

President’s Message

Proceeds from a $6.5 million non-brokered private
placement completed after year end will allow us to
accelerate the restart of a much anticipated 144 Zone
exploration program at our wholly owned Sterling 
gold property in Nevada. This program has been held 
in abeyance since late 2003 when the discovery of the
Northeast Zone shifted our focus and resources from
Sterling to Mount Polley. Our plans for Sterling include
excavation of a 1,200 metre underground ramp to access
the 144 Zone along with underground and surface
drilling to follow up on the discovery of gold in an entirely
new setting, reminiscent of the structurally controlled
Carlin type deposits. Our objective is to outline sufficient
resources to restart mine operations. Mineral resources
for the 144 Zone drilled to date are 194,640 tonnes,
grading 7.41 g/t gold containing over 45,000 ounces of
gold. With the prospective horizon thought to extend
well beyond the area of the 144 Zone discovery, Sterling’s
land package was greatly expanded over the last two
years. Much work lies ahead.

After many lean years, the mining industry is now 
enjoying the benefits of higher metal prices. But upward
cost pressure on virtually all production inputs such as
fuel, labour, supplies and consumables, and in Canada,
the increase in the value of the Canadian dollar, have 
significantly increased production costs and reduced
Canadian dollar revenues. Looking ahead, metal 
consumers must contend with a supply picture that has
been compromised by lack of investment and in many
cases mine production schedules designed for survival in
the lean years rather than maximizing long term value.
Consumption will remain strong as large populations,
especially in Asia, move rapidly toward higher standards
of living. For these and other reasons, including an
increasingly difficult permitting environment worldwide,
we believe this cycle will be relatively long lived and
afford mine operators attractive rates of return.

Once again we take this opportunity to acknowledge 
the contributions of our employees, our board of
directors, and shareholders for our accomplishments in
2005. We look forward to working with them in 2006 
to continue to grow our Company.

J. Brian Kynoch
President 
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OVERVIEW
Milling operations at the Mount Polley mine were restarted 
in March 2005, nineteen months after the discovery of the
Northeast Zone. A short period of time given the work needed
to restart the mine which included drilling the resource to 
confirm size, continuity and grade; preparing a mine plan; 
hiring employees; negotiating concentrate sales agreements;
purchasing mobile mine equipment; refurbishing and expand-
ing the mill facility; and arranging financing for the restart 
of the operations. Much of this activity was conducted during
2005 building on the extensive preparations made during 
the latter part of 2004.

Mineral sales revenues were $70.7 million in 2005 representing
a total of five shipments during the year.

Capital expenditures were higher in 2005 at $49.5 million
compared to $26.6 million in 2004. This increase reflects the
capital expenditure program associated with the restart of 
mine operations, including the purchase of the mobile mining
fleet, stripping the Wight and Bell pits, construction of the 
concentrate loadout facility, continued exploration and other
capital items.

Expenditures in 2005 were financed from five sources: a 
$20 million convertible debenture; a $12.9 million term bank
loan facility; a $14.5 million Line of Credit facility; short term
debt borrowings against concentrate inventories; and from
cash flow from the Mount Polley mine.

Net income for the year ended December 31, 2005 was 
$21.6 million compared to $3.6 million in the prior year.
Equity income from Huckleberry, driven by higher metal 
production and metal prices in 2005 compared to 2004 and 
a future income tax recovery, reached $29.9 million in 2005
compared to $8.1 million in 2004.  

Management’s Discussion and Analysis
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The 2005 net income includes a deduction of $11.6 million 
in losses on derivative instruments from the forward sale of 
5.2 million lbs of copper at US$1.535/lb and a further 22.5 
million lbs of copper sold under a zero cost min/max hedging
arrangement where the Company participates in price increases
up to US$1.653/lb and receives downside price protection of
US$1.350/lb. The Company does not use hedge accounting,
therefore accounting rules require that derivative instruments
be recorded at fair value on each balance sheet date, with the
adjustment resulting from the revaluation being charged to 
the statement of income as a gain or loss. The unrealized loss
of $7.9 million represents the decline in fair value of the 
derivative instruments as a result of the year end copper price
being in excess of the ceiling price of the derivative instruments.
If the copper price stays at the December 31, 2005 price 
during the periods the derivative instruments settle, then the
additional revenue recorded by the Company in 2006 will 
substantially offset this loss. These derivative instruments were
put in place in July and August of 2005 to provide cash flow
certainty in the post start up phase of operations when debt
repayments were highest.

Cash flow increased to $8.2 million compared to $3.8 million
applied to operations in 2004. The $12.0 million turnaround 
is the result of positive cash flow generated from resumption
of operations at the Mount Polley mine. Cash flow is a measure
used by the Company to evaluate its performance, however, it
is not a term recognized under generally accepted accounting
principles.  Cash flow is defined as cash flow from operations
before the net change in working capital balances.

During 2005 the Company also continued with exploration
activities on Mount Polley, however at a slower pace during
the latter part of the year as the exploration team reassessed 
the exploration potential of the Mount Polley property.

Selected Annual Financial Information
Years Ended December 31

2005 2004 2003

Total Revenues $ 71,077,050 $ 1,124,665 $ 36,206,577
Net Income $ 21,568,751 $ 3,639,547 $ 1,780,949
Net Income per share $ 0.77 $ 0.14 $ 0.09
Diluted Income per share $ 0.75 $ 0.13 $ 0.08
Working Capital (Deficiency) $ (18,885,531) $ 1,321,706 $ 11,036,075
Total Assets $ 135,433,507 $ 48,747,213 $ 25,292,236
Total Long Term Debt (including current portion) $ 18,798,110 $ 8,623,057 $ 5,891,809
Cash dividends declared per common share $ 0.00 $ 0.00 $ 0.00
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The reporting currency of the Company is the CDN Dollar.
The Company prepares its financial statements in accordance
with Canadian generally accepted accounting principles. 

FORWARD LOOKING STATEMENTS
This Management Discussion and Analysis is based on a
review of the Company’s operations, financial position and
plans for the future based on facts and circumstances as of
March 20, 2006. Except for statements of fact relating to the
Company, certain information contained herein constitutes
forward looking statements. Forward looking statements are
based on the opinions, plans and estimates of management at
the date the statements are made and are subject to a variety 
of risks, uncertainties and other factors that could cause the
actual results to differ materially from those projected by such
statements. The primary risk factors affecting the Company
are discussed further under the heading “Risk Factors” below.
The Company undertakes no obligation to update forward
looking statements if circumstances or management’s estimates,
plans or opinions should change. The reader is cautioned not
to place undue reliance on forward looking statements.

DEVELOPMENTS DURING 2005
General
The Company’s primary focus during the early part of 2005
was the restart of mining and milling operations at Mount
Polley and completion of the related capital expenditure 
program. The latter part of 2005 was concerned with the 
optimization of the Mount Polley operations.

The copper prices were substantially higher in 2005 than 
in 2004, averaging about US$1.67/lb compared to US$1.30/lb
in 2004. The US Dollar fluctuated in a downward trend during
2005 closing weaker at December 31, 2005 compared to
December 31, 2004. Even with the decline in the exchange rate
the price of copper in CDN Dollar terms was substantially
higher averaging CDN$2.02/lb in 2005 compared to
CDN$1.69/lb in 2004. While decreases in the US Dollar/CDN
Dollar exchange rate have a negative impact on US Dollar 
revenues when translated to CDN Dollars, they have a positive
impact on US Dollar denominated long term debt in CDN
Dollars. 

The strong gain in the CDN Dollar against the US Dollar in
2005 along with continued increases in certain costs resulting
from changes in market conditions for such items as labour,
fuel and other consumables, will impact the profitability of
Mount Polley and of resource projects generally. The Company
will seek to adopt exploration and development strategies that
will mitigate the impact of these new market conditions.

Exploration 
Following the lessons learned from the Northeast Zone 
discovery, exploration at Mount Polley was refocused starting
in July, from known deposits to property wide reconnaissance
and evaluation. This lead to the acquisition of additional
ground, expanding the Mount Polley property to over 19,000
hectares. Exploration activities included till and whole rock
geochemical sampling and diamond and percussion drilling.
Several new targets were outlined. In January 2006 a diamond
drill rig was mobilized to begin testing these new targets.

Diamond drilling in 2005 included 99 diamond drill holes
totaling 39,481 metres and 160 percussion drill holes totaling
4,391 metres completed compared to 135 diamond drill 
holes totaling 39,143 metres completed in 2004. Exploration 
at Mount Polley will be directed at finding near surface ore to
provide supplemental feed to the mill and to find additional
northeast zone type deposits. Planned exploration expenditures
at Mount Polley total approximately $1.5 million.

Proceeds from a $6.5 million non-brokered private placement
completed after year end will accelerate the restart of a much
anticipated 144 Zone exploration program at the 100% owned
Sterling gold property in Nevada. This program has been 
held in abeyance since late 2003 when the discovery of the
Northeast Zone shifted the Company’s focus and resources
from Sterling to Mount Polley. Plans for Sterling include 
excavation of a 1,200 metre underground ramp to access the
144 Zone along with underground and surface drilling to 
follow up on the discovery of gold in an entirely new setting,
reminiscent of the structurally controlled Carlin type deposits.
The overall objective of the program is to outline sufficient
resources to restart mine operations. Mineral resources for 
the 144 Zone drilled to date are 194,640 tonnes, grading 
7.41 g/t gold containing over 45,000 ounces of gold. With the
prospective horizon thought to extend well beyond the area 
of the 144 Zone discovery, Sterling’s land package was greatly
expanded over the last two years.

Limited exploration activities are also expected to be carried
out at the Bear property during 2006.

Huckleberry Mines Ltd.
The Company owns 50% of Huckleberry. The financial results
of Huckleberry have a significant impact on the net income 
of the Company. Huckleberry benefited from higher copper
prices in 2005, from foreign exchange gains on the revaluation
of the US Dollar denominated long term debt, and from a
future income tax recovery. Note 4 to the audited consolidated
financial statements of the Company disclose the impact of
Huckleberry operations on the financial position and results 
of operations of Imperial. 

During 2005 Huckleberry increased its exploration efforts 
with the aim of discovering additional reserves. This effort was
successful in identifying a new potential copper-molybdenum
zone directly north of the Huckleberry Main Zone Pit. Further
exploration to follow up on the 2004 results commenced in
April 2005. Huckleberry has completed a study indicating 
that the mining of this resource is not economic at long term
metals prices and exchange rates. A limited drilling program
was also completed in 2005 at Whiting Creek, an exploration
property owned by Huckleberry. Exploration at Huckleberry
will continue in 2006 with the goal of locating additional
resources to extend its mine life.

It is currently forecast that Huckleberry will cease production 
in the third quarter of 2007.

All debt and other obligations of Huckleberry are non recourse
to Imperial. Since 1998 Huckleberry had been unable to meet
its scheduled obligations for payment of interest and principal
on its long term debt and had been operating under a financial
restructuring package whereby payments of principal and
interest were dependent on available cash. 
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To December 2004 Huckleberry had been receiving quarterly
extensions of the repayment date from the debt holders
(“Lenders”). Effective in November 2004, Huckleberry and its
Lenders finalized an amendment to the debt repayment terms,
retroactive to January 1, 2003, such that future repayments 
are subject to available cash. Minimum principal payments,
including accrued interest, are based on available cash as
defined in the restructuring agreement. The available cash 
will fluctuate based on metal prices, currency exchange rates,
capital expenditure requirements and operating results.
Huckleberry has estimated that the available cash to be paid 
in 2006 is $43.0 million which has been included as a current
liability. 

At December 31, 2005 Huckleberry’s total debt, including
accrued interest, was $124.4 million. Huckleberry commenced
making payments on this debt in accordance with the new
loan terms in 2005. Provided copper prices remain at current
levels, there is reasonable expectation Huckleberry will be able
to repay its loans and generate income to its owners prior to
shut down presently scheduled for the third quarter of 2007. 

RISK FACTORS
The reader is cautioned that the following description of 
risks and uncertainties is not all-inclusive as it pertains only 
to conditions currently known to management. There can be
no guarantee or assurance that other factors will or will not
adversely affect the Company.

Risks Inherent in the Mining and Metals Business
The business of exploring for minerals is inherently risky. 
Few properties that are explored are ultimately developed into
producing mines. Mineral properties are often nonproductive
for reasons that cannot be anticipated in advance. Title Claims
can impact the exploration, development, operation and sale
of any natural resource project. Even after the commencement
of mining operations, such operations may be subject to risks
and hazards, including environmental hazards, industrial 
accidents, unusual or unexpected geological formations,
ground control problems and flooding. The occurrence of any
of the foregoing could result in damage to or destruction of
mineral properties and production facilities, personal injuries,
environmental damage, delays or interruption of production,
increases in production costs, monetary losses, legal liability
and adverse governmental action. The Company’s property,
business interruption and liability insurance may not provide
sufficient coverage for losses related to these or other hazards.
Insurance against certain risks, including certain liabilities for
environmental pollution, may not be available to the Company
or to other companies within the industry. In addition, 
insurance coverage may not continue to be available at 
economically feasible premiums, or at all. Any such event
could have a material adverse effect on the Company.

Commodity Price Fluctuations and Hedging
The results of the Company’s operations are significantly
affected by the market price of base metals and gold which 
are cyclical and subject to substantial price fluctuations.
Market prices can be affected by numerous factors beyond the
Company’s control, including levels of supply and demand for

a broad range of industrial products, expectations with respect
to the rate of inflation, the relative strength of the US Dollar
and of certain other currencies, interest rates, global or regional
political or economic crises and sales of gold and base metals
by holders in response to such factors. If prices should decline
below the Company’s cash costs of production and remain 
at such levels for any sustained period, the Company could 
determine that it is not economically feasible to continue 
commercial production at any or all of its mines.

The objectives of any hedging programs that are in place are 
to reduce the risk of a decrease in a commodity’s market price
while optimizing upside participation, to maintain adequate
cash flows and profitability to contribute to the long-term 
viability of the Company’s business. There are, however, risks
associated with hedging programs including (among other
things), an increase in the world price of the commodity, 
an increase in gold lease rates (in the case of gold hedging), 
an increase in interest rates, rising operating costs, counter-
party risks, liquidity issues with funding margin calls to cover
mark to market losses and production interruption events.
The Company’s results of operations are also affected by 
fluctuations in the price of labour, electricity, fuel, steel, 
chemicals, blasting materials, transportation and shipping 
and other cost components. 

Competition for Mining Properties
Because the life of a mine is limited by its ore reserves, the
Company is continually seeking to replace and expand its
reserves through the exploration of its existing properties as
well as through acquisitions of new properties or of interests 
in companies which own such properties. The Company
encounters strong competition from other mining companies
in connection with the acquisition of properties.

Sale of Products and Future Market Access
The Company is primarily a producer of concentrates. These
must be processed into metal by independent smelters under
concentrate sales agreement in order for the Company to be
paid for its products. There can be no assurance or guarantee
that the Company will be able to enter into concentrate sale
agreements on terms that are favorable to the Company or 
at all. Access to the Company’s markets is subject to ongoing
interruptions and trade barriers due to policies and tariffs 
of individual countries, and the actions of certain interest
groups to restrict the import of certain commodities. Although
there are currently no significant trade barriers existing or
impending of which the Company is aware that do, or could,
materially affect the Company’s access to certain markets,
there can be no assurance that the Company’s access to these
markets will not be restricted in the future.

Mineral Reserves and Recovery Estimates
Disclosed reserve estimates should not be interpreted as 
assurances of mine life or of the profitability of current or
future operations. The Company estimates its mineral reserves
in accordance with the requirements of applicable Canadian
securities regulatory authorities and established mining stan-
dards. Mineral resources are concentrations or occurrences 
of minerals that are judged to have reasonable prospects 
for economic extraction, but for which the economics of
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extraction cannot be assessed, whether because of insufficiency
of geological information or lack of feasibility analysis, or for
which economic extraction cannot be justified at the time of
reporting. Consequently, mineral resources are of a higher risk
and are less likely to be accurately estimated or recovered than
mineral reserves. The Company’s reserves and resources are
estimated by persons who are employees of the respective
operating Company for each of our operations under the
supervision of employees of the Company. These individuals
are not “independent” for purposes of applicable securities
legislation. The Company does not use outside sources to 
verify reserves or resources. The mineral reserve and resource
figures are estimates based on the interpretation of limited
sampling and subjective judgments regarding the grade and
existence of mineralization, as well as the application of 
economic assumptions, including assumptions as to operating
costs, foreign exchange rates and future metal prices. The 
sampling, interpretations or assumptions underlying any
reserve or resource figure may be incorrect, and the impact 
on mineral reserves or resources may be material. In addition,
short term operating factors relating to mineral reserves, 
such as the need for orderly development of ore bodies or the
processing of new or different ores, may cause mineral reserve
estimates to be modified or operations to be unprofitable in
any particular fiscal period. There can be no assurance that 
the indicated amount of minerals will be recovered or that
they will be recovered at the prices assumed for purposes of
estimating reserves.

Currency Fluctuations
The Company’s operating results and cash flow are affected 
by changes in the CDN Dollar exchange rate relative to 
the currencies of other countries, especially the US Dollar.
Exchange rate movements can have a significant impact on
operating results as a significant portion of the Company’s
operating costs are incurred in CDN Dollars and most 
revenues are earned in US Dollars. To reduce the exposure 
to currency fluctuations the Company may enter into foreign
exchange contracts from time to time, but such hedges do 
not eliminate the potential that such fluctuations may have an
adverse effect on the Company. In addition, foreign exchange
contracts expose the Company to the risk of default by the
counter parties to such contracts, which could have a material
adverse effect on the Company.

Interest Rate Risk
The Company’s exposure to changes in interest rates results
from investing and borrowing activities undertaken to manage
liquidity and capital requirements. The Company has incurred
indebtedness that bears interest at fixed and floating rates, and
may enter into interest rate swap agreements to manage inter-
est rate risk associated with that debt. There can be no assur-
ance that the Company will not be materially adversely affect-
ed by interest rate changes in the future, notwithstanding its
possible use of interest rate swaps. In addition, the Company’s
possible use of interest rate swaps exposes it to the risk of
default by the counter parties to such arrangements. Any such
default could have a material adverse effect on the Company.

Financing 
The amount of cash currently generated by the Company’s
operations may not be sufficient to fund projected levels of
exploration and development activity and associated overhead
costs. The Company may then be dependant upon debt and
equity financing to carry out its exploration and development
plans. There can be no assurance that such financing will be
available on terms acceptable to the Company or at all.

Environment
Environmental legislation affects nearly all aspects of the
Company’s operations. Compliance with environmental 
legislation can require significant expenditures and failure 
to comply with environmental legislation may result in the
imposition of fines and penalties, clean up costs arising out of
contaminated properties, damages and the loss of important
permits. Exposure to these liabilities arises not only from 
existing operations, but from operations that have been closed
or sold to third parties. The Company’s historical operations
have generated chemical and metals depositions in the form of
tailing ponds, rock waste dumps, and heap leach pads. There
can be no assurances that the Company will at all times be in
compliance with all environmental regulations or that steps to
achieve compliance would not materially adversely affect the
Company. Environmental laws and regulations are evolving 
in all jurisdictions where the Company has activities. The
Company is not able to determine the specific impact that
future changes in environmental laws and regulations may
have on the Company’s operations and activities, and its
resulting financial position; however, the Company anticipates
that capital expenditures and operating expenses will increase
in the future as a result of the implementation of new and
increasingly stringent environment regulation. Further changes
in environmental laws, new information on existing environ-
mental conditions or other events, including legal proceedings
based upon such conditions or an inability to obtain necessary
permits, could require increased financial reserves or compli-
ance expenditures or otherwise have a material adverse effect
on the Company. Changes in environmental legislation could
also have a material adverse effect on product demand, 
product quality and methods of production and distribution.

Foreign Activities
The Company operates in the United States and from time to
time in other foreign countries where there are added risks and
uncertainties due to the different legal, economic, cultural and
political environments. Some of these risks include national-
ization and expropriation, social unrest and political instability,
uncertainties in perfecting mineral titles, trade barriers and
exchange controls and material changes in taxation. Further,
developing country status or unfavorable political climate may
make it difficult for the Company to obtain financing for 
projects in some countries.

Legal Proceedings
The nature of the Company’s business may subject it to
numerous regulatory investigations, claims, lawsuits and other
proceedings. The results of these legal proceedings cannot be
predicted with certainty. There can be no assurances that 
these matters will not have a material adverse effect on the
Company.
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CRITICAL ACCOUNTING ESTIMATES
The critical accounting policies adopted by the Company and
used in preparation of its consolidated financial statements
include the following:

(a) Mineral Properties
Producing mining property, plant and equipment is carried at
cost less accumulated depletion, depreciation and writedowns.
All costs related to the acquisition, exploration and development
of mineral exploration properties are capitalized by property.
Capitalized costs include interest and financing costs for
amounts borrowed for initial mine development and plant
construction, and operating costs, net of revenues, incurred
prior to the commencement of commercial production. On
the commencement of commercial production, net costs are
charged to operations using the unit-of-production method by
property based upon estimated recoverable reserves excluding
certain assets which are depreciated on a straight line basis
over periods ranging from four to twelve years.

The Company evaluates the carrying value of its mineral 
properties on a regular basis using various methods depending
on the state of development of the property. If it is determined
that the estimated future cash flows from its mineral properties
or other measurement are less than the carrying value based
on information and conditions at the date of assessment, 
then a writedown to the estimated fair value is made. 

(b) Depreciation, Depletion and Amortization 
Described in (a) above are the methods used by the Company
to determine the depreciation, depletion and amortization of
its producing mineral properties. The majority of capitalized
costs are depreciated, depleted or amortized using a unit-of-
production basis. This method relies on management’s 
estimate of the ultimate amount of recoverable reserves, an
amount that is dependant on a number of factors including
the extent and grade of the ore, commodity prices, capital,
mining, processing and reclamation costs, and success of
exploration activities identifying additional mineral reserves.

(c) Future Site Reclamation Costs
The Company initially recognizes the future site reclamation
costs at its fair value in the period in which it is incurred, with
a corresponding addition to the related asset for these costs.
The cost of the asset is amortized over the life of the asset as 
an expense based on the Company’s accounting policy for
depreciation, depletion and amortization. Following the initial
recognition of the future site reclamation costs, the liability is
increased each period to reflect the interest element included
in the initial measurement of their fair value. Adjustments to
the future site reclamation cost liability are also made in each
period for changes in the estimated amount, timing and cost
of the future work to be carried out. 

(d) Share Based Compensation
The fair value of stock options at the date of grant are accrued
and charged to operations, with an offsetting credit to 
contributed surplus, on a straight line basis over the vesting
period. If and when the stock options are ultimately exercised,
the applicable amounts of contributed surplus are transferred
to share capital.

(e) Derivative Instruments
The Company uses derivative financial instruments to manage
its exposure to commodity prices and foreign exchange rates.
Derivative financial instruments are measured at fair value 
and reflected on the balance sheet. If a derivative financial
instrument qualifies for hedge accounting then the gains or
losses from it are linked with the underlying asset, liability 
or cash flow stream being hedged. Gains or losses resulting
from changes in the fair value of hedged items are included 
in income or expense on the date the related hedged item is
settled. Hedge accounting conditions include formal docu-
mentation of the hedge transaction and tests to ensure the
effectiveness of the hedge. If all the required conditions are not
met at the inception of the hedge and over its life, then hedge
accounting is not allowed, and any gains or losses resulting
from the changes in the fair value of the derivative financial
instrument are included in income at each balance sheet date. 

(f) Convertible Debentures
Convertible debentures are a compound financial instrument.
Accordingly, the fair value of the conversion privilege forming
part of the convertible debenture is classified as part of share-
holders’ equity with the balance of the proceeds classified as a
financial liability.  The carrying value of the financial liability is
accreted to the principal amount as additional interest expense
over the term of the convertible debenture.

(g) Revenue Recognition
Estimated mineral revenue, based upon prevailing metal
prices, is recorded in the financial statements when title to the
concentrate transfers to the customer which generally occurs
on date of shipment. Revenue is recorded in the statement 
of income net of treatment and refining costs paid to counter
parties under terms of the off take arrangements. The estimated
revenue is recorded based on metal prices and exchange rates
on the date of shipment and is adjusted at each balance sheet
date to the metal prices on those dates.  The actual amounts
will be reflected in revenue upon final settlement, which is
usually four to five months after the date of shipment.  These
adjustments reflect changes in metal prices and changes in
quantities arising from final weight and assay calculations.  

(h) Income Taxes
The Company accounts for income taxes using the asset 
and liability method.  Under this method, future income tax
liabilities and future income tax assets are recorded based on
temporary differences between the financial reporting basis of
the Company’s assets and liabilities and their corresponding
tax basis.  The future benefits of income tax assets, including
unused tax losses, are recognized subject to a valuation
allowance, to the extent that it is more likely than not that 
such assets will be ultimately realized.  These future income tax
assets and liabilities are measured using substantially enacted
tax rates and laws that are expected to apply when the tax 
liabilities or assets are to be either settled or realized. 

The tax deduction for the expenditures incurred related to
flow through share financings has been assigned to the related
shareholders, resulting in a future income tax liability which
has been recorded as a charge to share capital when the expen-
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ditures are renounced.  Any change in the valuation allowance
relating to this future income tax liability is recorded as a
future income tax recovery in the statement of income.

RECENT CANADIAN ACCOUNTING 
PRONOUNCEMENTS 
The Canadian Institute of Chartered Accountants has issued 
a number of pronouncements that will affect the Company’s
financial reporting in 2006 and beyond. These pronounce-
ments have varying commencement dates. The Company is
currently evaluating the implications of these pronouncements
on its financial reporting. These pronouncements include:

(a) Section 1530 Comprehensive Income
This section establishes standards for the reporting and display 
of comprehensive income. It does not address issues of 
recognition or measurement for comprehensive income or 
its components.

(b) Earnings per Share
Proposed changes would amend the computational guidance
in Section 3500 for calculating the number of incremental
shares included in diluted earnings per share when applying
the treasury stock method.

(c) Section 3251 Equity
This section established standards for the presentation of 
equity and changes in equity during the reporting period.

(d) Section 3831 Non-Monetary Transactions
The main feature of this section is a general requirement to
measure an asset or liability exchanged or transferred in a 
non-monetary transaction at fair value, unchanged from the
requirement in former section 3830. However, an asset is
exchanged or transferred in a non-monetary transaction is
measured at its carrying amount when:

– the transactions lacks commercial substance;

– the transaction is an exchange of a product or property held 
for sale in the ordinary course of business for a product or 
property to be sold in the same line of business to facilitate 
sales to customers other than the parties to the exchange;

– neither the fair value of the asset received nor the fair value 
of the asset given up is reliably measurable; or 

– the transaction is a non-monetary non-reciprocal transfer 
to owners that represents a spin-off or other form of 
restructuring or liquidation.

The “commercial substance” criterion replaces the “culmina-
tion of earnings” criterion in former Section 3830.

(e) Section 3855 Financial Instruments – 
Recognition and Measurement

This section establishes standards for recognizing and 
measuring financial assets, financial liabilities and non-
financial derivatives based on four fundamental decisions
which serve as cornerstones underlying this section.

(f) Section 3861 Financial Instruments – 
Disclosure and Presentation

This section establishes standards for presentation of financial
instruments and non-financial derivatives, and identifies the
information that should be disclosed about them. The presen-
tation paragraphs deal with classification matters while the
presentation paragraphs deal with information about factors
that affect the amount, timing and certainty of an entity’s
future cash flows relating to financial instruments and their
business purposes and risks.

(g) Section 3865 Hedges
This section establishes standards for when and how hedge
accounting, which is optional, may be applied. This section 
is based on the same four fundamental decisions that serve as
cornerstones for Section 3855 above.

(h) Section 3051 Investments
This section continues to establish standards for accounting
for investments subject to significant influence and for meas-
uring and disclosing certain other non-financial instruments
investments. This section also contains new guidance on when
an other-than-temporary decline in value of an investment
remaining subject to the section has occurred.

(i) Other
Other guidance relevant to the Company’s financial reporting
include two EIC’s from the Emerging Issues Committee. 
EIC-152 addresses issues relating to mining assets, their
impairment and their valuation in business combinations.
EIC-160 addresses stripping costs incurred in the production
phase of a mining operation and how to account for these
costs and their related amortization.

CHANGES IN ACCOUNTING POLICIES
Effective with the commencement of commercial production
the Company revised its policy for revenue recognition such
that estimated revenue is recorded based on metal prices and
exchange rates at the date of shipment and is adjusted at each
balance sheet date to the metal prices and exchange rate on
those dates. The actual amounts will be reflected in revenue
upon final settlement, which is usually four to five months
after the date of shipment. These adjustments reflect changes
in metal prices, changes in currency exchange rates and
changes in quantities arising from final weight and assay 
calculations. In prior years revenue was recorded based on
metal prices at the date of shipment and adjusted to final metal
prices on the date of settlement. This change did not result in 
a material impact on the comparative figures or opening
deficit in these financial statements. Mineral revenue, based
upon prevailing metal prices, is recorded in the financial 
statements when title to the concentrate transfers to the cus-
tomer which generally occurs on date of shipment. Revenue 
is recorded in the statement of income net of treatment and
refining costs paid to counter parties under terms of the off
take arrangements. 
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RESULTS OF OPERATIONS FOR 2005
COMPARED TO 2004
This review of the results of operations should be read in 
conjunction with the audited consolidated financial statements
of the Company for the year ended December 31, 2005.

Financial Results
Overview
Operating revenues increased to $71.1 million for the year
ended December 31, 2005 from $1.1 million in the year ended
2004. The 2005 revenues increased by $70.7 million due to the
restart of the Mount Polley mine. Exclusive of Mount Polley
revenues in 2005, revenue fell in 2005 by $0.8 million from
2004.

In the year ended December 31, 2005 Imperial recorded net
income of $21.6 million ($0.77 per share) compared to net
income of $3.6 million ($0.14 per share) in the prior year. The
higher net income in 2005 was primarily from the restart of
operations at Mount Polley, an improved contribution 
from Huckleberry, and a future income tax recovery.

The financial results of the Company are closely tied to 
those of the Huckleberry mine. The Company’s share of
Huckleberry’s net income in the year ended December 31, 2005
was $29.9 million compared to $8.1 million in 2004.
Huckleberry’s income in 2005 included a $19.2 million future
income tax recovery compared to no such recovery in 2004.

Imperial’s 2005 net income was after deduction of $11.6 
million in losses on derivative instruments from the forward
sale of 5.2 million lbs of copper at US$1.54/lb and a further
22.5 million lbs of copper sold under a zero cost min/max
hedging arrangement where the Company participates in 
price increases up to US $1.65/lb and receives downside price
protection of US $1.35/lb. These derivative instruments were
put in place in July and August of 2005 to provide cash flow
certainty in the post start up phase of operations when debt
repayments were highest.

Mineral Production and Transportation Costs
Mineral revenues and production costs represent the costs
related to the concentrate sold from the Mount Polley mine
during the year 2005. There were no mineral revenues or 
related costs during 2004 as the Mount Polley mine was not 
in production.

Mineral Property Holding Costs
Mineral property holdings costs decreased to $1.1 million in
the year ended December 31, 2005 compared to $3.6 million
in the year ended December 31, 2004. The reduction is attrib-
utable to Mount Polley holding and operating costs which are
now included with inventory production costs and charged to
mineral production costs upon sale of the concentrate. 

Depletion, Depreciation and Amortization
Depletion, depreciation and amortization increased to 
$7.9 million in 2005 from $0.3 million in 2004 as a result of 
the resumption of operations at the Mount Polley mine.

General and Administration
General and administration expense increased to $1.4 million
in 2005 from $1.2 million in 2004 as corporate activities
increased during 2005 requiring additional staff and resources.

Share Based Compensation
Share based compensation expense increased to $0.8 million in
2005 from $0.2 million in 2004 as a result of the options issued
in August 2005. 

Interest Expense on Long Term Debt
Interest expense on long term debt increased to $1.6 million 
in 2005 from $0.1 million in 2004 due to the new loans for the
acquisition of mobile mine equipment at Mount Polley and
the convertible debentures issued in March 2005.

Other Interest Expense
Other interest expense totaled $1.1 million in 2005 and
includes interest on short term concentrate advances and the
Line of Credit facility. The Company had no significant short
term debt in 2004.

Interest Accretion on Long Term Debt
Interest accretion increased to $1.1 million from $0.2 million
in 2004. The increase is due to the addition of the convertible
debentures in March 2005.

Amortization of Deferred Financing Charges
The amortization of the deferred financing charges associated
with the convertible debentures and the Line of Credit facility
totaled $1.1 million in 2005. There were no comparable items
in the prior year.

Foreign Exchange Gain on Long Term Debt
The foreign exchange gain on US Dollar denominated long
term debt was under $0.1 million in 2005 compared to 
$0.2 million in 2004. The gain is all related to US Dollar
denominated long term debt added by the Company during
2004. During the year ended December 31, 2005 the CDN
Dollar strengthened against the US Dollar resulting in a gain 
to the Company.

Other Foreign Exchange Loss
The $0.2 million in foreign exchange loss recorded in 2005 is
mostly attributable to foreign exchange losses on US Dollar
denominated accounts receivable, partially offset by gains on
short term debt. These US Dollar balances are the result of 
the restart of the Mount Polley operations. There were no 
significant US Dollar denominated accounts receivable or
short term debt in the prior year.

Losses on Derivative Instruments
During 2005 the Company entered into hedge contracts for
the sale of 27.7 million pounds of copper for the months of
November 2005 through June 2006 to protect the Company’s
cash flow against a decline in the price of copper. These 
contracts do not qualify for hedge accounting and therefore
the Company must mark to market the fair value of these 
contracts. The losses on these contracts totaled $11.6 million
for the year ended December 31, 2005 of which $3.3 million
was realized and the balance unrealized. The ultimate gain or
loss on the contracts outstanding at December 31, 2005 will 
be determined in the period the contracts settle.

Other Income
Other income includes $0.5 million in gains on sale of mineral
exploration properties and surplus mining equipment in 2005
compared to gains of less than $0.1 million in 2004. 
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Recovery of Income and Mining Taxes
The income and mining tax recovery increased to $1.6 million
in 2005 from an expense of under $0.1 million in 2004. A $2.2
million future income tax recovery on flow through shares
resulting from the renouncement of income tax benefits 
associated with mineral exploration expenditures offset 
mineral and capital tax expense of $0.3 million and a $0.3 
million future income tax expense provision.

Liquidity & Capital Resources
Cash Flow 
The Company had net income of $21.6 million in the year
ended December 31, 2005 compared to net income of 
$3.6 million in 2004. Cash flow was $8.2 million in 2005 
compared to cash flow applied of $3.8 million in the prior
year. This increase in 2005 was due to the positive cash flow
from Mount Polley. Cash flow is a measure used by the
Company to evaluate its performance however, it is not a term
recognized under generally accepted accounting principles.
Cash flow is defined as cash flow from operations before the
net change in working capital balances.

Working Capital
At December 31, 2005 the Company had a working capital 
deficiency of $18.9 million, a decline of $20.2 million from
working capital of $1.3 million at December 31, 2004. The
majority of this decline in working capital was the result of
financing a substantial portion of the restart of the Mount
Polley mine with short term debt consisting of a $14.5 million
Line of Credit facility. The Company expects to generate suffi-
cient cash flow from operations in 2006 to repay the Line of
Credit facility and restore working capital to a positive balance.

Property Expenditures and Other Investment Activities
Property acquisition and development expenditures were
$43.8 million in the year ended December 31, 2005 versus
$18.5 million in 2004. Expenditures in 2005 were for Mount
Polley mobile mine equipment, tailings facilities, concentrate
loadout facility, pit stripping costs, and other capital items.
Expenditures in 2004 were for feasibility study, engineering,
permitting and capital costs related to restart of the Mount
Polley mine. 

Exploration expenditures were $5.7 million in the year ended
December 31, 2005 compared to $8.1 million in the 2004.
Expenditures in 2005 were primarily at the Mount Polley
property with a small amount at Sterling and land acquisition
in the Sterling area. Expenditures in 2004 were for drilling 
and other exploration activities at Mount Polley and Bear.
Expenditures on exploration projects for the year 2006 are
expected to be in excess of $6.0 million, with $5.0 million 
budgeted for exploration at Sterling. 

Proceeds from the sale of surplus mineral properties totaled
$0.5 million in the year ended December 31, 2005 compared
to under $0.1 million in the year ended December 31, 2004.

In December 2004 Huckleberry repaid $2.5 million in
advances owed to the Company. No further loans or advances
are receivable by the Company from Huckleberry. In 2004 the
Company invested $0.5 million in Fjordland Exploration Inc.,
a junior mineral exploration company with a promising
gold/copper discovery 35 kilometres south of the Mount
Polley mine.

Ongoing exploration expenditures, project holding costs, 
project development and restart expenditures, and general
corporate costs are expected to be financed primarily from
cash flow from the Mount Polley mine and when required,
from the sale of assets, joint venture arrangements and debt
and equity financings.

Debt and Other Obligations
During the year ended December 31, 2005 the Company
financed the balance of the Mount Polley restart expenditures
from a number of short and long term debt sources.

In May 2006 the Company entered into a $14.5 million 
revolving Line of Credit facility that bears interest at 8% and is
repayable by June 30, 2006. The lenders were granted warrants
to purchase 1,935,750 common shares of the Company at
$6.00 per share for a period of 24 months. A number of other
short term facilities with the purchasers of the Company’s 
concentrate were accessed during the year to provide working
capital. These were repaid upon receipt of proceeds from the
sale of the concentrate. At December 31, 2005 $9.5 million 
was outstanding under one such facility.

During the period May to August 2005 the Company took
delivery of mobile mining equipment. The majority of the
purchase price of this equipment was financed by long term
debt of $12.9 million repayable over a four year term. The
interest rate on this debt is fixed at 6.15%.

An aggregate of  $20.0 million convertible debentures issued 
in March 2005 were the largest single source of funding for 
the restart of the Mount Polley mine. These debentures bear
interest at 6% per annum and are due in March 2010. They are
convertible into common shares of the Company at the option
of the holder at any time prior to maturity at a conversion
price of $8.65 per common share. In accordance with the
accounting standards for convertible instruments the net pro-
ceeds of the convertible debenture has been allocated between
debt and equity components at the date of issue and reflected
as such in the Consolidated Balance Sheet of the Company.

Payments on Mount Polley’s $5.6 million non interest bearing
long term debt are only due when the mine and mill are in
operation. Payments are limited to $116,667 per month, to a
maximum of $1,166,667 per year and were to commence in
April 2005 based on mining and milling operations resuming
at Mount Polley in March 2005. By agreement with the 
lender, repayments commenced in October 2005 at double the
normal rate until the deferred amounts are paid. At December
31, 2005 the deferred payments total $350,000 and they were
repaid in early 2006. This debt is similar in nature to a capped
royalty on operations. This debt is non recourse to Imperial
and secured only by the mining property assets on which the
funds were invested.

During the year ended December 31, 2004 the Company
financed a significant portion of its capital additions through
capital leases and finance contracts totaling $3.7 million. Most
of this debt was denominated in US Dollars and this provides 
a natural hedge against the US/CDN Dollar exchange rate. 
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The Company had the following contractual obligations as of December 31, 2005:

2006 2007 2008 2009 2010 Total

Short term debt $ 30,338,000 $ – $ – $ – $ – $ 30,338,000
Long term debt (1) 6,371,000 6,062,000 4,625,000 2,538,000 533,000 20,129,000
Convertible debentures – – – – 20,000,000 20,000,000
Operating leases 181,000 165,000 90,000 69,000 12,000 517,000
Capital expenditures – – – – – –
Mineral properties (2) 218,000 228,000 178,000 183,000 292,000 1,099,000

Total $ 37,108,000 $ 6,455,000 $ 4,893,000 $ 2,790,000 $ 20,837,000 $ 72,083,000

(1) Payments shown include interest and deemed interest.
(2) Mineral property commitments are payments required to keep the claims or option agreements in good standing. 

Debt repayment and working capital requirements for 2006 are expected to be met from cash flow from operations at Mount 
Polley and other debt or equity financings as may be required. 

Selected Quarterly Financial Information Three Months Ended

December 31 September 30 June 30 March 31
2005 2005 2005 2005

Total Revenues $ 43,037,463 $ 27,859,599 $ 134,213 $ 45,775
Equity Income from Huckleberry $ 15,293,054 $ 7,909,923 $ 3,262,590 $ 3,461,683
Net Income $ 9,691,522 $ 5,583,588 $ 2,347,305 $ 3,946,336
Income per share (1) $ 0.34 $ 0.20 $ 0.08 $ 0.14
Diluted Income per share (1) $ 0.34 $ 0.20 $ 0.08 $ 0.14
Cash Flow (2) $ 4,752,732 $ 5,684,263 $ (1,091,757) $ (1,145,045)
Cash Flow per share (1)(2) $ 0.17 $ 0.20 $ (0.04) $ (0.04)
Average LME cash settlement 

copper price/lb in US$ $ 1.951 $ 1.704 $ 1.537 $ 1.482
Average US/CDN$ exchange rate $ 1.173 $ 1.201 $ 1.244 $ 1.227
Period end US/CDN$ exchange rate $ 1.166 $ 1.161 $ 1.226 $ 1.210

Three Months Ended

December 31 September 30 June 30 March 31
2004 2004 2004 2004

Total Revenues $ 320,519 $ 196,915 $ 311,374 $ 295,857
Equity Income (Loss) from Huckleberry $ 6,647,956 $ 2,498,328 $ (1,057,218) $ (22,440)
Net Income (Loss) $ 5,855,767 $ 782,713 $ (2,302,000) $ (696,933)
Income (Loss) per share (1) $ 0.21 $ 0.03 $ (0.09) $ (0.03)
Diluted Income (Loss) per share (1) $ 0.21 $ 0.03 $ (0.09) $ (0.03)
Cash Flow (2) $ (514,394) $ (1,482,216) $ (1,090,623) $ (744,348)
Cash Flow per share (1)(2) $ (0.02) $ (0.06) $ (0.04) $ (0.03)
Average LME cash settlement 

copper price/lb in US$ $ 1.380 $ 1.293 $ 1.264 $ 1.239
Average US/CDN$ exchange rate $ 1.221 $ 1.307 $ 1.359 $ 1.318
Period end US/CDN$ exchange rate $ 1.204 $ 1.264 $ 1.340 $ 1.311

(1) The sum of the quarterly net income per share and cash flow per share amounts does not equal the annual total due to timing of share issuances during the year.
(2) Cash flow and cash flow per share are measures used by the Company to evaluate its performance however, they are not terms recognized under generally 

accepted accounting principles. Cash flow is defined as cash flow from operations before net change in working capital balances and cash flow per share is the 
same measure divided by the weighted average number of common shares outstanding during the period.
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Until recommencement of sales from the Mount Polley 
mine in the September 2005 quarter, the Company’s revenues
consisted of management fees, interest and other incidental
revenue from holding its properties on care and maintenance.
Net income during the eight quarters ending December 31,
2005 has been influenced by the steady rise in copper prices
which have generated higher equity income from Huckleberry
and benefited the restart of the Mount Polley mine. The
Company began using derivative instruments in the
September 2005 quarter and this impacted its financial results.

Fourth Quarter Results
During the fourth quarter of 2005 the Company revenues
increased to $43.0 million compared to $27.9 million in 
the third quarter of 2005 due to increased quantities of 
concentrate sold as the Mount Polley mine reaches full 
operating capacity. The Company recorded net income of 
$9.7 million ($0.34 per share) in the 4th quarter of 2005 
compared to net income of $5.9 million ($0.21 per share) in
the prior years quarter. The improvement in the 2005 quarter
was primarily due to the inclusion of operations from the
Mount Polley mine and the improved results at Huckleberry
due to increased copper prices and a future income tax 
recovery, offset by a $8.3 million loss on derivative instruments.
Cash flow for the December 2005 quarter improved to 
$4.8 million compared to cash consumed of $0.5 million in 
the comparable 2004 quarter. The improvement is due to the
resumption of operations at the Mount Polley mine.

The Company borrowed $6.0 million on a short term basis
during the fourth quarter of 2005 to assist with covering 
margin calls on the derivative instruments. Expenditures for
exploration and ongoing capital projects at the Mount Polley
mine totaled $1.7 million during the three months ended
December 31, 2005 as capital expenditures and exploration
declined from the higher levels earlier in the year during the
restart of the Mount Polley mine.

Related Party Transactions
Huckleberry
All related party transactions are as a result of the Company’s
50% ownership of Huckleberry and the fact that the owners 
of the other 50% of Huckleberry (the “Japan Group”) are also
lenders to, and the purchasers of, substantially all of the 
production from the Huckleberry mine under a life of mine
contract. Transactions with the Japan Group are on 
commercial terms and conditions.

Until the restructuring of the management of Huckleberry on
December 1, 2003 and termination of the operator agreement
with Huckleberry, Imperial was the operator of the Huckleberry
mine and received management fees for operating the
Huckleberry mine with management staff provided by
Imperial. 

Prior to December 1, 2004 Imperial received consulting 
fees for its services pursuant to a new consulting agreement
however, there was no obligation to provide any staff, as 
mine operations are managed totally by Huckleberry. The 
consulting fees ceased effective November 30, 2004 due to 
the repayment by Huckleberry of the $2.5 million in senior
ranked loan owed to the Company.

To March 31, 2004 Huckleberry rented certain mobile mining
equipment from the Company on commercial terms and 
conditions. Rental revenue earned by the Company from
Huckleberry was nil in the year ended December 31, 2005 
and under $0.1 million in year ended 2004.

Corporate
In July 2004 the Company entered into a $5.0 million 
revolving Line of Credit facility with Edco Capital
Corporation, a company controlled by N. Murray Edwards, 
a significant shareholder of Imperial. The facility was secured
by a General Security Agreement on the assets of the Company
and bears interest at the rate of 8% per year. At December 31,
2004 no funds were drawn on the facility, however funds 
were drawn in early 2005. The facility was terminated in
March 2005 upon repayment in full from proceeds of the
$20.0 million convertible debenture financing.

In March 2005 the Company issued $20.0 million of convert-
ible debentures with interest payable at 6% per annum. 
The following insiders of the Company collectively purchased
$9.75 million of the convertible debentures: N. Murray
Edwards, a significant shareholder of Imperial, Larry Moeller,
director, and Brian Kynoch, President. Further details on 
the convertible debentures can be found in Note 8 to the
audited consolidated financial statements for the year ended
December 31, 2005. 

In June 2005 the Company entered into a $14.5 million 
revolving Line of Credit facility of which $9.5 million was with
Edco Capital Corporation (“Edco”), a company controlled 
by N. Murray Edwards, a significant shareholder of Imperial
and $0.5 million was with Larry Moeller, a director of the
Company. The facility is secured by a General Security
Agreement on the assets of the Company and bears interest 
at the rate of 8% per year. In consideration of the facility, the
lenders were granted warrants to purchase 1,935,750 common
shares of the Company at $6.00 per share for a period of 24
months, of which 1,335,000 were issued to the related parties.
As at December 31, 2005 the facility was fully drawn.

During the fourth quarter of 2005 the Company also received
short term advances from Edco. These advances were to assist
the Company to meet margin calls on its derivative instruments.
To December 31, 2005 a total of $3.0 million and US$2.6 
million has been advanced to the Company. The advances,
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which bear interest at 10.5% escalating to 13% on March 15,
2006, are secured by a guarantee from the Company’s wholly
owned subsidiary, Mount Polley Mining Corporation. 

During the fourth quarter of 2005 the Company sold 
income tax receivables with a face value of approximately 
$1.3 million to Edco at a discount. The effective interest rate
charged by Edco on these receivables was 8% per annum. 
The tax receivables were collected prior to December 31, 2005.

Further details on related party transactions can be found in
Note 14 to the audited consolidated financial statements for
the year ended December 31, 2005.

OTHER
As required by Multilateral Instrument 52-109, the Company
has evaluated the effectiveness of its disclosure controls and
procedures as of the end of the year ended December 31, 2005
under the supervision and with the participation of the
President and the Chief Financial Officer.

Based on the results of this evaluation, the President and 
the Chief Financial Officer concluded that the design and
operation of these disclosure controls and procedures 
were effective.

Additional information about the Company, including the
Company’s Annual Information Form, is available on 
SEDAR at www.sedar.com.

As of March 20, 2006 the Company had 29,755,969 common
shares outstanding. On a diluted basis the Company had
35,660,327 common shares outstanding at March 20, 2006.

OUTLOOK
Operations, Earnings and Cash Flow
Overall production levels for copper and gold will increase in
2006 with the full year of operations at the Mount Polley mine
continuing to generate positive cash flow to the Company. 

The Mount Polley mine is expected to produce about 70 million
pounds of copper, 48,000 ounces of gold and 483,000 ounces
of silver during 2006. 

Huckleberry is forecast to produce about 78 million pounds 
of copper and 662,000 pounds of molybdenum during 2006.
Equity income from Huckleberry during 2006 is forecast to 
be approximately $15.0 million based on a copper price of
US$1.75/lb, a US/CDN Dollar exchange rate of $0.8696 and
the current mine plan for the Huckleberry mine, excluding 

the impact of US/CDN Dollar exchange rate on Huckleberry’s
long term debt. Every US$0.01 change in the US/CDN Dollar
exchange rate on Huckleberry long term debt from the
December 31, 2005 US/CDN Dollar exchange rate of $0.8577
impacts Imperial’s 50% equity income from Huckleberry by
$569,000.

Net income and income per share are affected a number of
external factors including fluctuations in metal prices and
changes in the US/CDN Dollar exchange rate. The changes to
budgeted 2006 income for changes in key factors is as follows
(including equity earnings from Huckleberry but excluding
the effect of derivative instruments and foreign exchange 
gains or losses on debt):

Effect on 
Change in Effect on Income 

Factor Sensitivity Net Income per Share

Copper price US$0.01 per lb $870,000 $0.03
Gold price US$10.00 per oz $1,2100,000 $0.04
US/CDN Dollar 

Exchange Rate US$0.01 $400,000 $0.01

Exploration
The Company plans to spend approximately $5.0 million 
on exploration at Sterling in 2006 to drive a 1,200 metre
underground ramp and drill test the 144 Zone from under-
ground as well as for regional exploration targets in the Sterling
area. At Mount Polley an estimated $1.5 million will be spent
for ongoing exploration aimed at discovering new deposits.
Huckleberry’s exploration budget for 2006 has not yet been
determined.

The Company continues to evaluate exploration opportunities
both on currently owned properties and on new prospects.

Financing
Debt repayment and working capital requirements for 2006
are expected to be met from cash flow from Mount Polley. 
In February 2006 the Company issued 1 million shares for
gross proceeds of $6.5 million to fund the exploration pro-
gram at Sterling. Proceeds of $3.6 million were also received 
in February 2006 from the exercise of share purchase warrants
further strengthening the Company’s treasury and working
capital position. The Company currently does not forecast the
requirement for any additional equity financings during 2006.
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The accompanying consolidated financial statements and all
information in the annual report are the responsibility of man-
agement. These consolidated financial statements have been
prepared by management in accordance with the accounting
policies described in the notes to the consolidated financial
statements. Where necessary, management has made informed
judgments and estimates of the outcome of events and trans-
actions. In the opinion of management, the consolidated
financial statements have been prepared within acceptable lim-
its of materiality and are in accordance with Canadian general-
ly accepted accounting principles appropriate in the circum-
stances. The financial information elsewhere in the annual
report has been reviewed to ensure consistency with that in the
consolidated financial statements.

Management maintains appropriate systems of internal con-
trol. Policies and procedures are designed to give reasonable
assurance that transactions are appropriately authorized, assets
are safeguarded from loss or unauthorized use and financial
records are properly maintained to provide reliable informa-
tion for preparation of financial statements. Deloitte & Touche
LLP, an independent firm of Chartered Accountants, has been
engaged, as approved by a vote of the shareholders at the
Company’s most recent Annual General Meeting, to audit the
consolidated financial statements in accordance with Canadian
generally accepted auditing standards and provide an inde-
pendent professional opinion. Their report is presented with
the consolidated financial statements.

The Board of Directors is responsible for ensuring that man-
agement fulfills its responsibilities for financial reporting and
internal control. The Board exercises this responsibility
through the Audit Committee of the Board. This Committee,
which is comprised of a majority of non-management
Directors, meets with management and the external auditors
to satisfy itself that management’s responsibilities are properly
discharged and to review the consolidated financial statements
before they are presented to the Board of Directors for
approval. The consolidated financial statements have been
approved by the Board of Directors on the recommendation of
the Audit Committee.

J. Brian Kynoch Andre Deepwell
President Chief Financial Officer

March 20, 2006

Management’s Responsibility 
for Financial Reporting

Auditors’ Report

To the Shareholders of Imperial Metals Corporation
We have audited the consolidated balance sheets of Imperial
Metals Corporation as at December 31, 2005 and 2004 and the
consolidated statements of income and retained earnings and
of cash flows for the years then ended. These financial state-
ments 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 gener-
ally 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 misstate-
ment. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting princi-
ples 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 cash flows for the years then ended in accor-
dance with Canadian generally accepted accounting principles.

Deloitte & Touche LLP

Chartered Accountants
Vancouver, British Columbia

March 20, 2006
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Consolidated Balance Sheets

IMPERIAL METALS 
CORPORATION

DECEMBER 31, 
2005 AND 2004

2005 2004

ASSETS
Current Assets

Cash and cash equivalents $ 339,450 $ 4,716,089
Marketable securities [Market value $355,174 (2004 - $720,544)] 309,914 680,574
Accounts receivable 24,026,147 3,188,768
Inventory (Note 3) 5,158,103 800,122
Derivative instrument assets and margin deposits (Note 12) 8,250,018 –
Future income taxes (Note 11) 2,674,874 –

40,758,506 9,385,553

Investment in Huckleberry Mines Ltd. (Note 4) 11,746,326 –
Mineral Properties (Note 5) 79,141,191 36,999,596
Future Site Reclamation Deposits 2,231,962 2,227,744
Deferred Financing Costs (Notes 6(a) and 8) 1,409,261 –
Other Assets 146,261 134,320

$ 135,433,507 $ 48,747,213

LIABILITIES
Current Liabilities

Accounts payable and accrued liabilities $ 14,563,066 $ 6,067,829
Short term debt (Note 6) 30,337,983 –
Current portion of long term debt (Note 7) 5,581,964 1,838,680
Current portion of future site restoration costs (Note 9) – 157,338
Derivative instrument liabilities (Note 12) 9,161,024 –

59,644,037 8,063,847
Long Term Debt (Note 7) 13,216,146 6,784,377
Debt Component of Convertible Debentures (Note 8) 13,719,982 –
Future Site Reclamation Costs (Note 9) 3,649,434 2,961,235
Future Income Taxes (Note 11) 3,025,122 –
Equity Share of Deficit of Huckleberry Mines Ltd. (Note 4) – 18,180,924

93,254,721 35,990,383

SHAREHOLDERS’ EQUITY 
Share Capital (Note 10) 29,724,618 31,424,753
Contributed Surplus (Note 10) 2,942,699 250,869
Equity Component of Convertible Debentures (Note 8) 6,861,510 –
Retained Earnings (Deficit) 2,649,959 (18,918,792)

42,178,786 12,756,830

$ 135,433,507 $ 48,747,213

See accompanying notes to these financial statements.

Approved by the Board:

Larry G.J. Moeller J. Brian Kynoch
Director Director

16



2005 2004

REVENUES
Mineral sales $ 70,708,711 $ –
Interest income 183,412 296,512
Management fees – 275,000
Other 184,927 553,153

71,077,050 1,124,665

EXPENSES
Mineral production and transportation costs 53,270,341 –
Mineral property holding costs (Note 5) 1,062,737 3,621,461
Accretion of future site restoration costs 216,982 185,152
Depletion, depreciation and amortization 7,879,623 272,255
General and administration 1,368,717 1,224,135
Share based compensation 770,162 157,140
Interest on long term debt 1,572,232 53,420
Other interest 1,061,382 39,535
Interest accretion on long term debt 1,100,532 207,272
Amortization of deferred financing costs 1,123,713 –
Foreign exchange gain on long term debt (42,962) (195,180)
Foreign exchange loss 189,440 2,233

69,572,899 5,567,423

INCOME (LOSS) BEFORE THE UNDERNOTED 1,504,151 (4,442,758)

Add (Deduct)
Equity income in Huckleberry Mines Ltd. (Note 4) 29,927,250 8,066,626
Losses on derivative instruments (Note 12) (11,598,669) –
Other 176,960 55,360

18,505,541 8,121,986

INCOME BEFORE TAXES 20,009,692 3,679,228
(Recovery of) income and mining taxes (Note 11) (1,559,059) 39,681

NET INCOME 21,568,751 3,639,547

(Deficit), Beginning of Year (18,918,792) (23,634,966)

Retained Earnings (Deficit), End of Year $ 2,649,959 $ (18,918,792)

Income Per Share (Note 13)

Basic $ 0.77 $ 0.14  
Diluted $ 0.74 $ 0.13

Weighted Average Number of Common Shares Outstanding (Note 13)

Basic 28,146,219 26,090,547
Diluted 28,999,245 27,035,038

See accompanying notes to these financial statements.

Consolidated Statements of Income and Retained Earnings

IMPERIAL METALS 
CORPORATION

YEARS ENDED 
DECEMBER 31, 2005 AND 2004
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2005 2004

OPERATING ACTIVITIES
Net income $ 21,568,751 $ 3,639,547
Items not affecting cash flows

Depletion, depreciation and amortization 7,879,623 272,255
Share based compensation 770,162 157,140
Accretion of debt and future site restoration costs 1,317,514 392,424
Amortization of deferred financing costs 1,123,713 –
Equity income in Huckleberry Mines Ltd. (29,927,250) (8,066,626)
Foreign exchange gain on short and long term debt (339,722) (195,180)
Future income taxes (1,893,812) (26,566)
Unrealized losses on derivative instruments 7,856,472 –
Other (155,258) (4,575)

8,200,193 (3,831,581)
Net change in non-cash operating working capital balances  (Note 17) (22,923,594) 2,359,538

Cash used in operating activities (14,723,401) (1,472,043)

FINANCING ACTIVITIES
Proceeds of short term debt 70,404,508 –
Repayment of short term debt (40,069,765) –
Proceeds of long term debt 12,940,000 3,721,269
Repayment of long term debt (2,858,738) (1,002,113)
Proceeds of convertible debentures 19,081,582 –
Issue of share capital, net of share issue costs 468,750 16,942,134

Cash provided by financing activities 59,966,337 19,661,290

INVESTMENT ACTIVITIES
Acquisition and development of mineral properties (49,473,640) (26,586,999)
Purchase of marketable securities (80,000) (1,020,000)
Proceeds on sale of marketable securities 116,815 731,436
Proceeds on sale of mineral properties 547,653 46,382
Increase in future site reclamation deposits (50,259) (227,905)
Repayment of loan from Huckleberry – 2,500,000
Other (182,750) (104,207)

Cash used in investment activities (49,619,575) (24,661,293)

DECREASE IN CASH AND CASH EQUIVALENTS (4,376,639) (6,472,046)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 4,716,089 11,188,135

CASH AND CASH EQUIVALENTS, END OF YEAR $ 339,450 $ 4,716,089

See accompanying notes to these financial statements.

Consolidated Statements of Cash Flows

IMPERIAL METALS 
CORPORATION

YEARS ENDED 
DECEMBER 31, 2005 AND 2004
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2005 2004

CASH AND CASH EQUIVALENTS ARE COMPRISED OF:
Cash in bank $ 339,450 $ 69,740
Short term money market investments – 4,646,349

$ 339,450 $ 4,716,089

OPERATING ACTIVITIES
Interest expense paid $ 2,573,025 $ 83,410

Income and mining taxes paid $ 40,753 $ 21,747

SUPPLEMENTAL INFORMATION ON NON-CASH INVESTING AND FINANCING ACTIVITIES

During the year ended December 31, 2005 

(a) the Company reclassified $25,234 of contributed surplus arising from stock based compensation to share capital on the 
exercise of options. 

(b) holders of convertible debentures with a face value of $50,000 converted their convertible debentures into common shares.
(c) the Company sold surplus mineral properties and took back a $375,000 mortgage on the properties sold.
(d) the Company received marketable securities with a fair value of $11,000 as an option payment on a mineral property.

During the year ended December 31, 2004 the Company reclassified $81,726 of contributed surplus arising from stock based 
compensation to share capital on the exercise of options. 

See accompanying notes to these financial statements.

Consolidated Statements of Cash Flows (continued)

IMPERIAL METALS 
CORPORATION

YEARS ENDED 
DECEMBER 31, 2005 AND 2004
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IMPERIAL METALS 
CORPORATION

DECEMBER 31, 
2005 AND 2004

1. SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting principles,
and reflect the following policies:

Basis of Presentation
These consolidated financial statements include the accounts of the Company and those entities which are controlled by the
Company through voting equity interests, referred to as subsidiaries. Entities which are jointly controlled, referred to as joint 
ventures, are proportionately consolidated. Variable Interest Entities (“VIEs”), which include, but are not limited to, special 
purpose entities, trusts, partnerships, and other legal structure, as defined by the Accounting Standards Board in Accounting
Guideline (“AcG”) 15, “Consolidation of Variable Interest Entities” (“AcG 15”), are entities in which equity investors do not have
the characteristics of a “controlling financial interest” or there is not sufficient equity at risk for the entity to finance its activities
without additional subordinated financial support. VIEs are subject to consolidation by the primary beneficiary who will absorb 
the majority of the entities’ expected losses and/or expected residual returns. All inter-company balances and transactions have 
been eliminated upon consolidation. 

Investments in shares of investee companies in which the Company’s ownership and rights arising therefrom provide the Company
with the ability to exercise significant influence are accounted for using the equity method. The Company’s investment in Huckleberry
Mines Ltd., which holds the Huckleberry Mine (Note 4) has been accounted for using the equity method whereby the investment
has been initially recorded at cost and the carrying value adjusted thereafter to include the Company’s share of earnings since the
acquisition date. Cash distributions received are credited to the investment account.

Other investments are accounted for using the cost method.

Investments are written down to fair value when a permanent and significant decline in their carrying value has occurred.

Cash and Cash Equivalents
Cash equivalents include money market instruments that are readily convertible to cash and have maturities at the date of purchase
of less than ninety days.

Marketable Securities
Marketable securities are carried at the lower of cost and market value. 

Inventory
Copper concentrates, inclusive of contained gold and silver, are valued at the lower of production cost to produce saleable metal 
and net realizable value. Stores and supplies inventories are valued at the lower of cost and replacement cost.

Mineral Properties
Mining Property, Plant and Equipment
Mining property, plant and equipment are carried at cost less accumulated depletion, depreciation and writedowns. Depletion and
depreciation are computed primarily by property using the unit-of-production method based upon estimated recoverable reserves
excluding certain assets at a cost of $23,889,881 (2004-$nil) which are depreciated on a straight line basis as follows:

Mobile mine equipment and vehicles 4 -12 years
Office, computer and communications equipment 4 - 5 years

Maintenance and repairs are charged to operations when incurred. Renewals and betterments, which extend the useful life of the
assets, are capitalized.

Pre-production and Exploration Properties
The Company follows the method of accounting for these mineral properties whereby all costs related to acquisition, exploration
and development are capitalized by property. Capitalized costs include interest and financing costs for amounts borrowed for initial
mine development and plant construction, and operating costs, net of revenues, incurred prior to the commencement of commercial
production. On the commencement of commercial production, net costs are charged to operations using the unit-of-production
method by property based upon estimated recoverable reserves.

Notes to the Consolidated Financial Statements
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The recoverability of amounts shown for mineral properties is dependent upon the discovery of economically recoverable reserves,
confirmation of the Company’s interest in the underlying mineral claims, the ability of the Company to obtain financing to complete
development of the properties, and on future profitable production or proceeds from the disposition thereof.

Assessment of Impairment
Management reviews the carrying value of mineral exploration properties at least quarterly for evidence of impairment. This review
is generally made with reference to the timing of exploration work, work programs proposed, exploration results achieved by the
Company and by others in the related area of interest and, in the case of producing mining property, plant and equipment estimates
of future cash flows to be realized from production. When the results of this review indicate that an impairment exists, the
Company estimates the net recoverable amount of pre feasibility study exploration properties by reference to the potential for success
of further exploration activity and/or the likely proceeds to be received from sale or assignment of rights. The net recoverable
amount of post feasibility exploration properties and producing mining property, plant and equipment is determined based on
undiscounted estimates of future cash flows. When the carrying values of mineral properties are estimated to exceed their net 
recoverable amounts, a provision is made to write down these assets to estimated fair value.

Convertible Debenture
The convertible debenture is a compound financial instrument. Accordingly, the fair value of the conversion privilege forming part
of the convertible debenture has been classified as part of the shareholders’ equity with the balance of the proceeds classified as a
financial liability. The carrying value of the financial liability is being accreted to the principal amount as additional interest expense
over the term of the convertible debenture.

Future Site Reclamation Costs
Future costs to retire an asset including dismantling, remediation and on going treatment and monitoring of the site are recognized
and recorded as a liability at fair value at the date the liability is incurred. The liability is accreted over time to the estimated amount
ultimately payable through periodic charges to earnings. In addition, future site restoration costs are capitalized as part of the carrying
value of the related mineral property at its initial discounted value and amortized over the mineral properties useful life based using
a unit-of-production method.

Income Taxes
The Company accounts for income taxes using the asset and liability method. Under this method, future income tax liabilities and
future income tax assets are recorded based on temporary differences between the financial reporting basis of the Company’s assets
and liabilities and their corresponding tax basis. The future benefits of income tax assets, including unused tax losses, are recognized
subject to a valuation allowance, to the extent that it is more likely than not that such assets will be ultimately realized. These future
income tax assets and liabilities are measured using substantially enacted tax rates and laws that are expected to apply when the tax
liabilities or assets are to be either settled or realized. 

The tax deduction for the expenditures incurred related to flow through share financings has been assigned to the related shareholders,
resulting in a future income tax liability which has been recorded as a charge to share capital when the expenditures are renounced.
Any change in the valuation allowance relating to this future income tax liability is recorded as a future income tax recovery in the
statement of income.

Revenue Recognition
Estimated mineral revenue, based upon prevailing metal prices, is recorded in the financial statements when title to the concentrate
transfers to the customer which generally occurs on date of shipment. Revenue is recorded in the statement of income net of 
treatment and refining costs paid to counter parties under terms of the off take arrangements. The estimated revenue is recorded
based on metal prices and exchange rates on the date of shipment and is adjusted at each balance sheet date to the metal prices on
those dates. The actual amounts will be reflected in revenue upon final settlement, which is usually four to five months after the 
date of shipment. These adjustments reflect changes in metal prices and changes in quantities arising from final weight and assay
calculations.

Financial Derivatives
The Company uses derivative financial instruments to manage its exposure to metal prices and foreign exchange rates. Derivative
financial instruments are measured at fair value and reflected on the balance sheet. If a derivative financial instrument qualifies for
hedge accounting then the gains or losses from it are linked with the underlying asset, liability or cash flow stream being hedged.
Gains or losses resulting from changes in the fair value of hedged items are included in income or expense on the date the related
hedged item is settled. Hedge accounting conditions include formal documentation of the hedge transaction and tests to ensure 
the effectiveness of the hedge. If all the required conditions are not met at the inception of the hedge and over its life, then hedge
accounting is not allowed, and any gains or losses resulting from the changes in the fair value of the derivative financial instrument
are included in income at each balance sheet date. 

IMPERIAL METALS 
CORPORATION

DECEMBER 31, 
2005 AND 2004
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Foreign Currency Translation
The Company uses the temporal method to translate transactions and balances denominated in foreign currencies. Under this
method, monetary items are translated at the rate of exchange in effect at the balance sheet date and non-monetary items are 
translated at historical exchange rates. Revenue and expense items are translated at average exchange rates in the month they occur
except for depletion, depreciation and amortization of assets which are translated using the same rates as the related assets. 
Gains and losses on translation are recorded in the statement of income.

Segmented Information
The Company’s operations are primarily directed towards the exploration, development and commercial production of mineral
properties in Canada. These mining activities represent a single reportable segment.

Stock Based Compensation
The Company uses a fair value based method to account for stock based compensation. Compensation expense is determined 
when stock options are issued and is recognized in operations over the vesting period of the option. The compensation expense is
determined as the fair value of the option at the date of grant using an option pricing model. If and when the stock options are 
ultimately exercised, the applicable amounts of contributed surplus are credited to share capital.

Forfeitures of options are accounted for in the period of forfeiture.

Share Purchase Warrants
Share purchase warrants issued are recorded at fair value in contributed surplus. The fair value of this financing cost is amortized 
to operations on a straight line basis over the initial term of the related debt. If and when the warrants are ultimately exercised, 
the applicable amounts of contributed surplus are credited to share capital.

Earnings Per Common Share
Basic net income per common share is computed using the weighted average number of common shares outstanding during the
period. Diluted net income per common share is computed in accordance with the treasury stock method and “if converted”
method, as applicable, which uses the weighted average number of common shares outstanding during the period and also includes
the dilutive effect of potentially issuable common shares from outstanding stock options, warrants and convertible debt. In addition,
the related interest, accretion, and amortization of deferred financing fees on convertible debt, when dilutive, (net of tax) are added
back to income, since these would not be paid or incurred if the convertible debentures were converted into common shares. 

Measurement Uncertainty
The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Significant
estimates used in the preparation of these consolidated financial statements include, among others, the expected economic lives of
and the future operating results and net cash flows expected to result from exploitation of resource properties, the estimated amount
of related future site reclamation costs, estimated revenues, income tax provisions and assets and the estimated fair values of stock
based compensation, warrants, the debt and equity components of the convertible debentures and derivatives. Actual results may
differ from those estimates.

Comparative Figures
Certain of the prior year figures have been reclassified to conform with the current year’s presentation.

IMPERIAL METALS 
CORPORATION

DECEMBER 31, 
2005 AND 2004

NOTES TO THE CONSOLIDATED 
FINANCIAL STATEMENTS

22



2. CHANGE IN ACCOUNTING POLICY 
Effective with the commencement of commercial production the Company revised its policy for revenue recognition such that 
estimated revenue is recorded based on metal prices and exchange rates at the date of shipment and is adjusted at each balance sheet
date to the metal prices and exchange rate on those dates. The actual amounts will be reflected in revenue upon final settlement,
which is usually four to five months after the date of shipment. These adjustments reflect changes in metal prices, changes in currency
exchange rates and changes in quantities arising from final weight and assay calculations. In prior years revenue was recorded based
on metal prices at the date of shipment and adjusted to final metal prices on the date of settlement. This change did not result in a
material impact on the comparative figures or opening deficit in these financial statements. Mineral revenue, based upon prevailing
metal prices, is recorded in the financial statements when title to the concentrate transfers to the customer which generally occurs
on date of shipment. Revenue is recorded in the statement of income net of treatment and refining costs paid to counter parties
under terms of the off take arrangements. 

3. INVENTORY
2005 2004

Concentrate $ 2,955,299 $ –
Supplies 2,202,804 800,122

$ 5,158,103 $ 800,122

Prior to December 31, 2004, the supplies inventory for the Mount Polley mine was classified with mineral properties while the mine
was on standby. At December 31, 2004, supplies totaling $791,413 were reclassified to inventory from mineral properties (Note 5).

4. INVESTMENT IN (EQUITY SHARE OF DEFICIT OF) HUCKLEBERRY MINES LTD.
The Company has a 50% equity interest in Huckleberry Mines Ltd. (“Huckleberry”) which is engaged in copper and molybdenum
mining operations in British Columbia and which is accounted for on the equity basis. The Company has no obligation to fund any
of Huckleberry’s operations, debt or deficit.

Pursuant to an agreement dated December 1, 2003, the Company and the other shareholders of Huckleberry restructured the 
management of the Huckleberry mine. The mine is currently operated by Huckleberry, and Imperial has relinquished certain 
elements of joint control, which it formerly held, and has been released from all liability under the terms of a prior management
agreement between Huckleberry and Imperial. As a result of this restructuring, the Company on December 1, 2003 ceased recording
the results of operations and financial position of Huckleberry on a proportionate consolidation basis and commenced accounting
for its interest in Huckleberry using the equity method. 

The effect of this change was the recognition of the Company’s share of Huckleberry’s deficit in the amount of $27,327,207 as a
deferred credit in the Company’s balance sheet as of December 1, 2003. This deferred credit has been eliminated as a result of 
subsequent equity earnings of Huckleberry. The Company continues to have significant influence over Huckleberry and acts in 
an advisory capacity on mine operations.

The Company’s investment in (equity share of deficit of) Huckleberry is comprised of the following:

2005 2004

Balance, beginning of year $ (18,180,924) $ (23,747,550)
Equity income for the year 29,927,250 8,066,626
Loan repaid by Huckleberry – (2,500,000)

Balance, end of year $ 11,746,326 $ (18,180,924)
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Summarized financial information for Huckleberry is as follows (1):

Balance Sheet 2005 2004

Current Assets
Cash and cash equivalents $ 48,119,977 $ 15,118,343
Short term investments 18,188,600 –
Other current assets 28,535,225 20,149,605

94,843,802 35,267,948
Mineral property 60,867,639 56,060,445
Future site restoration deposits and future income taxes 13,160,318 3,209,432

$ 168,871,759 $ 94,537,825

Current Liabilities
Accounts payable and other current liabilities $ 6,809,466 $ 5,357,673
Current portion of long term debt, accrued interest and 

capital lease obligations 45,482,813 3,151,299

52,292,279 8,508,972
Long term debt, accrued interest and capital lease obligations 78,883,674 120,456,357
Future site restoration costs and other long term liabilities 15,436,292 3,036,441

146,662,245 132,001,770

Share Capital 57,595,611 57,595,611
Deficit (35,386,097) (95,059,556)

22,209,514 (37,463,945)

$ 168,871,759 $ 94,537,825

Statement of Income 
Revenues $ 143,060,617 $ 93,308,775
Expenses 83,387,158 78,232,133

Net Income $ 59,673,459 $ 15,076,642

Statement of Cash Flows
Operating activities $ 67,419,740 $ 22,446,795
Financing activities (3,449,027) (2,755,857)
Investment activities (30,969,279) (7,461,049)

Increase in cash and cash equivalents $ 33,001,434 $ 12,229,889

(1) Certain of the financial information of Huckleberry disclosed above has been reclassified to be consistent with the classifications used by the Company. 
In addition, the Company’s equity share of earnings of Huckleberry includes certain adjustments to ensure consistency of accounting policies with those of 
the Company. These adjustments are not reflected in the above figures.

Since 1998 Huckleberry had been unable to meet its scheduled obligations for payment of interest and principal on its long term
debt and had been operating under a financial restructuring package whereby payments of principal and interest were dependent 
on available cash. 

To December 2004 Huckleberry had been receiving quarterly extensions of the repayment date from the debt holders (“Lenders”).
Effective in November 2004, Huckleberry and its Lenders finalized an amendment to the debt repayment terms, retroactive to
January 1, 2003, such that future repayments are subject to available cash. Minimum principal payments, including accrued interest,
are based on available cash as defined in the restructuring agreement. The available cash will fluctuate based on metal prices, currency
exchange rates, capital expenditure requirements and operating results. Huckleberry has estimated that the available cash to be paid
in 2006 is $43,000,000, pending lender approval, which has been included in current liabilities. 

The majority of Huckleberry’s long term debt is denominated in US Dollars and bears interest at 1.2% above the 6 month 
Libor rate.
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5. MINERAL PROPERTIES
Accumulated 

Depletion, 2005 2004
Depreciation Net Book Net Book

Cost & Writedowns Value Value

Producing Mining Property, Plant and Equipment
Mineral properties $ 61,710,604 $ 26,502,103 $ 35,208,501 $ 11,446,408
Buildings, machinery and equipment 79,913,206 47,203,168 32,710,038 8,677,332
Tailings and reclamation facilities 19,824,154 13,700,083 6,124,071 1,606,410
Construction in progress 2,702,768 – 2,702,768 13,547,685
Land 678,206 – 678,206 144,025

164,828,938 87,405,354 77,423,584 35,421,860
Mineral Exploration Properties

Acquisition and exploration costs 3,264,473 1,546,866 1,717,607 1,577,736

$ 168,093,411 $ 88,952,220 $ 79,141,191 $ 36,999,596

The net book value of buildings, machinery and equipment includes $3,506,710 (2004 – $3,506,710) under capital leases.
Details of the changes in the Company’s mineral properties during the years ended December 31, 2005 and 2004 are as follows:

Depletion,
December 31 Depreciation & December 31

2004 Additions Amortization 2005

Mount Polley $ 32,984,672 $ 50,051,778 $ (8,050,349) $ 74,986,101
Sterling 2,265,864 207,995 (107,924) 2,365,935
Nak 509,960 – – 509,960
Other properties 1,239,100 40,095 – 1,279,195

$ 36,999,596 $ 50,299,868 $ (8,158,273) $ 79,141,191

Depletion,
December 31 Depreciation & December 31

2003 Additions Amortization Writedowns Other (1) 2004

Mount Polley $ 7,201,918 $ 26,574,167 $ – $ – $ (791,413) $ 32,984,672
Sterling 2,161,547 307,465 (203,148) – – 2,265,864
Nak 496,680 13,280 – – – 509,960
Other properties 1,094,723 176,523 (11,217) (20,929) – 1,239,100

$ 10,954,868 $ 27,071,435 $ (214,365) $ (20,929) $ (791,413) $ 36,999,596

(1) Other consists of supplies inventory reclassified to current assets (Note 3).

Mount Polley
The Company owns 100% of the Mount Polley open pit copper-gold mine 56 kilometres northeast of Williams Lake in central
British Columbia. The Mount Polley mine was on standby from September 2001 when mining and milling operations were 
suspended until resumption of operations in March 2005. The Mount Polley property consists of three mining leases and 48 mineral
claims. Costs of maintaining the Mount Polley mine on standby are expensed in the statement of income as mine maintenance
costs. Exploration and other costs incurred to expand the proven and probable reserves and startup costs incurred prior to 
recommencement of commercial production at the Mount Polley mine are capitalized to mineral properties.

Sterling
The Company owns 100% of the Sterling gold mine near Beatty, Nevada. The Sterling mine operated as both an underground and
open pit mine from 1980 to suspension of mining operations in 1997. Certain parts of the Sterling property have been reclaimed. 
In 2004, an additional 62 claims were staked. The Sterling property now consists of 211 lode mining claims plus one water well site.
Net smelter royalties of 2.25% are payable on production with minimum advance royalties on a small portion of this total.

During 2003 the Company optioned via a lease agreement 29 additional claims adjacent to the Sterling property. Advance royalty
payments of US$1,000 are payable monthly and the property is subject to a 2% net smelter royalty. A portion of the property is also
subject to advance royalty payments of US$400 per month and a 5% royalty to a maximum of US$250,000. The previously noted
2% royalty is not payable on these claims until after the royalty cap has been reached. 
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Bear
In the year ended December 31, 2004 the Company acquired via option the Bear property consisting of one claim. In 2005, the
Company acquired certain additional claims to the property. The property is comprised of 4,836 hectares and is located in the
Omineca Mining District, 140 kilometres north of Smithers in northwestern British Columbia. The Company can earn a 100%
interest in the Bear property, subject to a 1.5% net smelter royalty, by spending $500,000 on exploration ($313,074 incurred to
December 31, 2005) and making $115,000 in cash payments ($25,000 paid to December 31, 2005) over three years ending 
February 23, 2007. The net smelter royalty can be purchased by the Company at any time for $1,500,000.

Nak
The Nak property is located 75 kilometres southeast of Atlin, British Columbia and consists of 2 mineral claims totaling 
1,632 hectares. 

Other Exploration Properties
The Company has interests in various other early stage exploration properties located primarily in Canada. These properties have
been acquired primarily by staking and therefore the cost to maintain ownership of these properties is not significant.

6. SHORT TERM DEBT 
2005 2004

(a) Line of Credit Facility
Working capital facility of up to $14,500,000 (2004-$nil) with a syndicate of 
lenders. The facility, which bears interest at 8% per annum, is secured by a 
floating charge on all the assets of the Company plus a guarantee by the 
Company’s wholly owned subsidiary, Mount Polley Mining Corporation. 
The term of the facility ends on June 30, 2006 and is extendable at the option 
of the lenders. In consideration of the facility, the lenders have been granted 
warrants to purchase 1,935,750 common shares of Imperial at $6.00 per share 
for a period of 24 months (Note 10). The fair value of these warrants has been 
recorded as deferred financing costs that are being charged to operations 
over the initial term of the debt. $ 14,500,000 $ –

(b) Concentrate Advances
Cash advances of US$8,166,838 (2004-US$nil) from a purchaser 
of concentrate from the Mount Polley mine repayable from the 
sale of concentrate with interest at three month Libor plus 2% and 
secured by a first charge on concentrate from the Mount Polley mine. 9,510,283 –

(c) Credit Facilities from a Related Party (Note 14)
(i) Advances of $3,000,000 (2004-$nil) due to a company controlled 

by a significant shareholder (Note 14) payable on demand with 
interest at 10.5% per annum until January 15, 2006, 11% per annum 
until February 15, 2006, 12% per annum until March 15, 2006 and 13% per 
annum thereafter, and is secured by a guarantee from the Company’s 
wholly owned subsidiary, Mount Polley Mining Corporation. 3,000,000 –

(ii) Advances of US$2,600,000 (2004-$nil) due to a company 
controlled by a significant shareholder (Note 14) payable on demand with 
interest at 10.5% per annum until January 15, 2006, 11% per annum 
until February 15, 2006, 12% per annum until March 15, 2006 and 
13% per annum thereafter, and is secured by a guarantee from the 
Company’s wholly owned subsidiary, Mount Polley Mining Corporation. 3,027,700 –

(d) Mortgages payable of $300,000 with monthly payments of interest 
only at 5.928% maturing on June 1, 2006 and secured by real estate. 300,000 –

$ 30,337,983 $ –
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7. LONG TERM DEBT
Note 2005 2004

Mount Polley Mine Construction Loan (a) $ 5,535,581 $ 6,098,714
Mount Polley Finance Contracts (b) 1,444,685 2,324,233
Mount Polley Finance Contracts (c) 138,463 200,110
Mount Polley Bank Term Loan (d) 11,679,381 –

18,798,110 8,623,057
Less portion due within one year (5,581,964) (1,838,680)

$ 13,216,146 $ 6,784,377

(a) Mount Polley Mine Construction Loan
Loan from a company related to the former joint venture partner of the Mount Polley mine in the amount of $5,600,000 
(2004 - $6,300,000) secured solely by and limited in recourse to the Company’s interest in the mining lease and other assets of 
the Mount Polley mine.

2005 2004

Payments due in sixty monthly installments of $116,667 limited to a 
maximum of ten installments per year commencing April 1, 2001. 
Monthly installments are payable only if the mine and mill are in 
operation during the month. If the Company has not paid the sum 
of $7,000,000 by December 31, 2010 as a result of postponements of 
monthly payments on the basis described above, the obligation to 
make payments will cease on that date. $ 5,600,000 $ 6,300,000

Less portion representing deemed interest at 7% (64,419) (201,286)

5,535,581 6,098,714
Less portion due within one year (1,454,246) (913,133)

$ 4,081,335 $ 5,185,581

Repayments are due as follows:
Year ending December 31, 2006 $ 1,516,667
Year ending December 31, 2007 $ 1,166,667
Year ending December 31, 2008 $ 1,166,667
Year ending December 31, 2009 $ 1,166,667
Year ending December 31, 2010 $ 583,332

The obligation was originally recorded on a present value basis with deemed interest calculated at 7% per annum under the original
repayment terms. The Mount Polley mine commenced operations in March 2005 and therefore monthly payments were to resume
in April 2005 but were deferred with payments commencing in the fourth quarter of 2005 at an accelerated rate until the deferred
amounts are paid.  At December 31, 2005 the deferred payments total $350,000 and they were paid in early 2006.

(b) Finance contracts aggregating $1,444,685 (US$1,240,605) repayable in blended monthly installments of $77,577 (US$66,618)
including interest at one month Libor plus 3.5% and secured by certain mobile mining equipment at the Mount Polley mine.
Monthly repayments are subject to adjustment for interest rate movements.

Repayments are due as follows: US$ Cdn$

Year ending December 31, 2006 $ 799,417 $ 930,921
Year ending December 31, 2007 486,781 566,856

1,286,198 1,497,777
Less portion representing interest at 7.87% (45,592) (53,092)

1,240,606 1,444,685
Less portion due within one year (727,657) (847,357)

$ 512,949 $ 597,328
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(c) Finance contracts aggregating $138,463 (2004-$200,110) repayable in monthly installments of $5,760 until September 2007 
and $2,509 thereafter, and secured by certain vehicles at the Mount Polley mine.  The obligation has been recorded on a present
value basis with deemed interest at 6% per annum as the finance contracts are interest free.

Repayments are due as follows:
Year ending December 31, 2006 $ 71,845
Year ending December 31, 2007 59,370
Year ending December 31, 2008 16,461

147,676
Less portion representing imputed interest at 6% (9,213)

138,463
Less portion due within one year (65,584)

$ 72,879

(d) Bank term loans aggregating $11,679,381 (2004-$nil) repayable in blended monthly installments of $272,000 until May 2006
and varying monthly amounts thereafter until July 2009 including interest at 6.15%, and secured by certain mobile mining 
equipment at the Mount Polley mine. 

Repayments are due as follows:
Year ending December 31, 2006 $ 3,852,000
Year ending December 31, 2007 4,269,000
Year ending December 31, 2008 3,442,000
Year ending December 31, 2009 1,371,263

12,934,263
Less portion representing interest at 6.15% (1,254,882)

11,679,381
Less portion due within one year (3,214,777)

$ 8,464,604

8. CONVERTIBLE DEBENTURES
On March 9, 2005, the Company issued subordinated secured convertible debentures with a face value of $20,000,000 that mature
on March 10, 2010, $9,750,000 of which were issued to a significant shareholder and directors. The net proceeds, after deduction of
issue expenses of $918,418, totaled $19,081,582. The debentures are subordinated to all senior security holders and bear interest at
6% per year with interest payable semi-annually on June 30 and December 31, and are convertible into common shares of the
Company at the option of the holder at any time prior to maturity at a conversion price of $8.65 per common share.

The net proceeds of the debentures have been allocated between the debt and equity components based on the prorata allocation 
of the estimated fair values of each component on the date the convertible debentures were issued. The estimated fair value of the
debt component was calculated as the present value of the future payments of principal and interest on the debentures, discounted
at the prevailing rate for similar obligations without a conversion privilege. The estimated fair value of the equity component, the
conversion privilege, was calculated based on a Black-Scholes Model. The financial liability component, representing the value 
allocated to the liability at inception, is recorded as a long term liability. The remaining component, representing the value ascribed
to the holders’ option to convert the principal balance into common shares of the Company, is classified as “Equity Component 
of Convertible Debentures” in shareholders’ equity. 

At the date of issue on March 9, 2005, the components of the convertible debentures were as follows:

Debt component $ 12,790,213
Equity component (net of financing costs of $331,080) $ 6,878,707

The debt component of the convertible debenture will be accreted to the face value of $20,000,000 through the recording of 
additional interest expense over the term of the convertible debenture. 

In November 2005, convertible debentures with a face value of $50,000 were converted into common shares leaving a face value 
of $19,950,000 in convertible debentures outstanding at December 31, 2005.
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9. FUTURE SITE RECLAMATION COSTS
2005 2004

Balance, beginning of year $ 3,118,573 $ 2,558,196
Accretion 216,983 185,152
Costs incurred during the year (224,858) (61,623)
Additions to future costs 57,438 209,288
Change in estimates of future costs 511,548 316,192
Effect of translation of foreign currencies (30,250) (88,632)

3,649,434 3,118,573
Less portion due within one year – (157,338)

Balance, end of year $ 3,649,434 $ 2,961,235

The total undiscounted amount of estimated cash flows required to settle the obligations is $3,476,990 (2004 - $2,813,104) and
US$1,281,992 (2004 – US$1,281,992) which has been discounted using a credit adjusted risk free rate of 7%. The reclamation 
obligations for each of the Mount Polley and Sterling mine are expected to be paid in 2010 and 2012, respectively. The amounts and
timing of mine closure plans for both the Sterling mine and the Mount Polley mine will vary depending on a number of factors
including exploration success and alternative mining plans.

10. SHARE CAPITAL
On June 15, 2005 the Company amended its articles and share capital to comply with the new requirements for companies 
incorporated in the Province of British Columbia. The new share structure is as follows:

Share Capital 
Authorized 

50,000,000  First Preferred shares without par value with special rights and restrictions to be determined by the directors.
50,000,000  Second Preferred shares without par value with rights and restrictions to be determined by the directors.
Unlimited number of Common Shares without par value

Issued and Fully Paid 2005 2004

Number Number 
of Shares Amount of Shares Amount

Common shares
Balance, beginning of year 27,950,939 $ 31,424,753 25,494,764 $ 14,427,459
Issued for cash, net of issue costs of nil

(2004 - $600,329) – – 2,025,000 15,637,171
Issued for cash on the exercise of options 114,700 57,350 213,300 106,650
Issued for cash on exercise of share 

purchase warrants 74,800 411,400 217,875 1,198,313
Issued on conversion of convertible debentures 5,780 49,941 – –
Transfer of contributed surplus on

exercise of options – 25,234 – 81,726
Future income tax effect of flow through 

share expenditures – (2,244,060) – (26,566)

Balance, end of year 28,146,219 $ 29,724,618 27,950,939 $ 31,424,753

Contributed Surplus 2005 2004

Balance, beginning of year $ 250,869 $ –
Adjustment for change in accounting policy for share based compensation – 175,455
Share based compensation 770,162 157,140
Transfer to share capital upon exercise of options (25,234) (81,726)
Warrants issued for Line of Credit facility (Note 6(a)) 1,946,902 –

Balance, end of year $ 2,942,699 $ 250,869
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Share Option Plans 
Under the Share Option Plans, the Company may grant options to its directors, officers and employees not to exceed 10% of the
issued common shares of the Company. At December 31, 2005, 742,622 common shares remain available for grant under the plans.
Under the plans, the exercise price of each option equals the market price of the Company’s shares on the date of grant and an
option’s maximum term is 10 years. Options are granted from time to time by the Board of Directors and vest over a three year
period.

In 2005 and 2004, the Company granted its directors, officers and employees options to purchase 1,300,000 common shares and
45,000 common shares, respectively, of the Company. The fair value of the share options issued on the dates noted below were 
estimated at the date of grant using the Black-Scholes option pricing model, based on the following terms and assumptions:

Date options issued August 11, 2005 August 3, 2004 March 12, 2004
Number of options 1,300,000 15,000 30,000
Exercise price $ 6.60 $ 6.80 $ 6.80
Estimated fair value per share $ 3.32 $ 4.00 $ 4.00
Dividend yield 0% 0% 0%
Risk free interest rate 3.32% 3.51% 2.33%
Expected life 3.44 years 4.33 years 5.73 years
Expected volatility 66% 74% 68%

The determination of expected volatility contained in the option pricing model is based on subjective assumptions which can 
materially affect the fair value estimate of the options at the date of grant.

A summary of the status of the Company’s Share Option Plan as of December 31, 2005 and changes during the years is 
presented below:

2005 2004

Number of Weighted Average Number of Weighted Average
Shares  Exercise Price Shares  Exercise Price

Outstanding at beginning of year 886,700 $ 0.82 1,065,000 $ 0.50
Granted 1,300,000 $ 6.60 45,000 $ 6.80
Exercised (114,700) $ 0.50 (213,300) $ 0.50
Lapsed – – (10,000) $ 0.50

Outstanding at end of year 2,072,000 $ 4.46 886,700 $ 0.82

Options exercisable at end of year 752,000 $ 0.71 846,700 $ 0.57

The following table summarizes information about the share options outstanding at December 31, 2005:

Options Outstanding Options Exercisable

Weighted Average
Range of Number Remaining Weighted Average Number Weighted Average
Exercise Prices Outstanding Contractual Life Exercise Price Exercisable Exercise Price

$0.50 727,000 1.8 years $ 0.50 727,000 $ 0.50
$6.60 1,300,000 4.9 years $ 6.60 – $ 6.60
$6.80 45,000 4.3 years $ 6.80 25,000 $ 6.80

2,072,000 3.8 years $ 4.46 752,000 $ 0.71

Share Purchase Warrants Number of Warrants

2005 2004

Balance, beginning of year 958,625 1,176,500
Issued pursuant to Line of Credit facility (Note 6(a)) 1,935,750 –
Exercised (74,800) (217,875)
Expired (883,825) –

Balance, end of year 1,935,750 958,625
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Each of the 1,935,750 warrants issued in connection with the Line of Credit facility (Note 6(a)) entitles the holder to acquire one
common share of the Company at a price of $6.00 per share. The warrants expire as follows: 1,001,250 on May 19, 2007; 400,500 
on June 15, 2007; 267,000 on June 22, 2007; and 267,000 on July 20, 2007.

The Company has estimated the fair value of the warrants issued in connection with the Line of Credit at the date of grant using 
the Black-Scholes option pricing model, based on the following terms and assumptions:

Date warrants issued May 19 through July 20, 2005
Number of warrants 1,935,750
Exercise price $6.00
Estimated fair value per share $0.90
Dividend yield 0%
Risk free interest rate 2.83%
Expected life 1.5 years
Expected volatility 40%

11. (RECOVERY OF) INCOME AND MINING TAXES 
The reported income tax provision differs from the amounts computed by applying the Canadian federal and provincial statutory
rates to the income before income taxes due to the following reasons:

2005 2004

Amount % Amount %

Income before taxes $ 20,009,692 100.0 $ 3,679,228 100.0

Income taxes thereon at the basic statutory rates $ 6,977,380 34.9 $ 1,310,541 35.6
Increase (decrease) resulting from:

Tax benefits not recognized in the period 
loss was incurred (1,851,111) (9.3) 1,524,000 41.4

Resource allowance 411,000 2.1 578,000 15.7
Change in valuation allowance 91,000 0.5 (1,997,000) (54.3)
Use of capital gains rate on equity income 

from Huckleberry (5,218,000) (26.1) (1,437,000) (39.0)
Future tax recovery relating to flow through shares (2,244,060) (11.2) (26,566) (0.7)
B.C. mineral taxes 130,000 0.6 –
Large corporation taxes 135,000 0.7 66,247 1.8
Other 9,732 0.0 21,459 0.6

(Recovery of) income and mining taxes $ (1,559,059) (7.8) $ 39,681 1.1

Current taxes $ 334,753 $ 66,247
Future income taxes (1,893,812) (26,566)

$ (1,559,059) $ 39,681
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The approximate tax effect of each type of temporary difference that gives rise to the Company’s future income tax assets and 
future income tax liabilities are as follows:

Future income tax assets 2005 2004

Mineral properties $ 24,543,000 $ 23,476,000
Net operating tax losses carried forward 9,041,000 5,932,000
Investment in Huckleberry 617,000 5,946,000
Other 4,497,000 578,000

Net future tax assets 38,698,000 35,932,000
Less valuation allowance (36,023,126) (35,932,000)

2,674,874 –

Future income tax liabilities
Mineral properties 3,025,122 –

3,025,122 –

Net future income tax liabilities $ (350,248) $               –

Net Future Income Tax Assets (Liabilities)
Current portion $ 2,674,874 $              –
Non-current portion (3,025,122) –

$ (350,248) $                –

As at December 31, 2005 the Company had net operating tax loss carry forwards in Canada of approximately $20.5 million, 
which can be applied to reduce future Canadian taxable income and will expire in 2006 to 2014. In addition, the Company had net
operating tax loss carry forwards in the United States of approximately US$5.2 million, which can be applied to reduce future US
taxable income and will expire in 2009 to 2024. A valuation allowance has been applied to the tax benefit of $1.9 million of net 
operating tax loss carry forwards in Canada and to US$5.2 million of net operating tax loss carry forwards in the United States. 
The tax benefit of these amounts has not been recognized in these financial statements.

12. DERIVATIVE INSTRUMENTS AND MARGIN DEPOSITS
2005 2004

Assets
Security deposits with dealers [US$7,061,358 (2004-$nil)] $ 8,222,951 $     –
Put options purchased [US$23,244 (2004-$nil)] 27,067 –

$ 8,250,018 $     –

Liabilities
Call options sold [US$7,866,917 (2004-$nil)] $ 9,161,025 $     –

Security deposits required to be paid by the Company to dealers are calculated based on the fair value of the derivative instrument
on each trading date, net of the credit facility provided by the dealers.

At December 31, 2005, the Company had entered into various contracts to protect the Company’s cash flow against a decline in 
the price of copper. These contracts do not qualify for hedge accounting and therefore the Company accounts for these contracts as
investments and records changes in the unrealized gains or losses on these contracts in the statement of income each period and
records the fair value of these derivative instruments as a current asset or current liability at each balance sheet date. The fair value 
of these financial instruments has been recorded as either an asset or a liability as of December 31, 2005 depending on the attributes
of the contracts.
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During the year ended December 31, 2005, the Company purchased put options, sold call options and entered into forward sales
contracts to manage its exposure to changes in copper prices. Contracts outstanding at December 31, 2005 are as follows:

Put Options Call Options
Purchased Sold

Equivalent notional Equivalent notional 
Contract Period pounds of copper pounds of copper

January 2006 3,748,000 1,874,000
February 2006 3,748,000 3,748,000
March 2006 3,748,000 3,748,000
April 2006 3,748,000 3,748,000
May 2006 3,748,000 3,748,000
June 2006 3,748,000 3,748,000

22,488,000 20,614,000

These contracts effectively ensure that the Company’s cash flows under these contracts are expected to offset the Company’s expected
cash flows from copper revenues such that the Company will effectively receive a minimum of US$1.350/lb of copper up to a 
maximum of US$1.653/lb of copper for these notional amounts. 

13. INCOME PER SHARE
The following table sets out the computation of basic and diluted net income, net of tax per common share: 

2005 2004

Numerator:
Net Income $ 21,568,751 $ 3,639,547

Effect of dilutive securities:
Convertible debentures – interest, accretion 

and deferred financing costs – –

Adjusted net income $ 21,568,751 $ 3,639,547

Denominator:
Weighted-average number of common shares outstanding 28,146,219 26,090,547

Effect of dilutive securities:
Stock options 774,407 778,509
Warrants 78,619 166,968
Convertible debentures – –

Diluted potential common shares 853,026 945,477

Diluted weighted-average number of common shares outstanding 28,999,245 27,035,038

Basic net income per common share $ 0.77 $ 0.14

Diluted net income per common share $ 0.74 $ 0.13

Excluded from the calculation of diluted net income per common share for the year ended December 31, 2005 were 2,306,358
shares (2004 - nil) related to the conversion of the $20.0 million 6% convertible debentures and 1,345,000 shares (2004 – 45,000
shares) related to stock options because their effect was anti-dilutive.
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14. RELATED PARTY TRANSACTIONS
(a) Related party transactions and balances with a company controlled by a significant shareholder and directors are as follows:

2005 2004

Line of Credit facility (Note 6(a)) $ 10,000,000 $    –
Short term debt (Note 6(c)) $ 6,027,700 $ –
Convertible debentures (at face value) (Note 8) $ 9,750,000 $    –
Interest expense on long term debt $ 477,616 $    –
Other interest expense $ 571,524 $    –

(b) Related party transactions with Huckleberry are as follows:

2005 2004

Revenue $ – $ 438,550

15. COMMITMENTS AND GUARANTEES
At December 31, 2005 the Company is committed to future minimum operating lease payments as follows:

2006 $ 181,000
2007 165,000
2008 90,000
2009 69,000
2010 12,000

$ 517,000

At December 31, 2002 the Company had secured the reclamation bond of $1,900,000 for the Mount Polley mine with a cash
deposit. During 2003 the cash deposit was reduced by $1,370,567 as a result of the Company pledging to the Province of British
Columbia certain mining equipment and supplies inventory at the Mount Polley mine as substitute security for the cash released
from the reclamation bond.

16. FINANCIAL INSTRUMENTS, INTEREST RATE AND CREDIT RISK
At December 31, 2005 the carrying value of cash and cash equivalents, accounts receivable, derivative instrument assets, future site
reclamation deposits, and accounts payable and accrued liabilities, derivative instrument liabilities, short term and long term debt,
and the debt component of the convertible debenture approximates their respective fair values. Management believes that the 
carrying value of short term and long term debt and the debt component of the convertible debentures approximates fair value as
interest rates and credit spreads have not changed materially since the instruments were issued.

Interest rate risk is the risk to the Company’s earnings that arises from fluctuations in interest rates and the degree of volatility of
these rates.  The Company does not use derivatives to manage this risk.

The Company’s Canadian mineral revenues have historically been dependent on selling concentrates to one or two smelters or
traders. However, as these customers are large, well capitalized and diversified multinationals, credit risk is considered to be 
minimal.

The Company is exposed to fluctuations in commodity prices and exchange rates and from time to time enters into contracts to
manage its exposure and is subject to risk of default by counter parties in connection with these arrangements (Note 12). 
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17. NET CHANGE IN NON CASH OPERATING WORKING CAPITAL BALANCES
The net change in non cash operating working capital balances consists of the following:

2005 2004

Accounts receivable $ (20,462,379) $ (2,658,828)
Inventory (4,010,986) 643 
Derivative instrument assets and margin deposits (8,250,018) –
Accounts payable and accrued liabilities 8,495,237 5,017,723
Derivative instrument liabilities 1,304,552 –

$ (22,923,594) $ 2,359,538

18. SEGMENTED INFORMATION
2005 2004

Revenue by geographic area
Canada $ 329,059 $ 1,105,124
United States 28,676,852 19,541
Europe 42,071,140 –

$ 71,077,050 $ 1,124,665

In 2005, three customers each accounted for more than 10% of revenues with the largest customer accounting for approximately
41% of revenue.  In 2004, one customer accounted for approximately 40% of revenue.

19. SUBSEQUENT EVENTS
Subsequent to December 31, 2005 the Company:  

(a) issued 1 million common shares at $6.50 per share for gross proceeds of $6.5 million pursuant to a private placement. 
The net proceeds of the offering estimated at $6.3 million will be used for further exploration at the 
Company’s Sterling mine and for general working capital purposes.

(b) issued 600,750 common shares for proceeds of $3.6 million on the exercise of 600,750 share purchase warrants (Note 10).
(c) granted an officer options to purchase 200,000 common shares of the Company at $5.30 per share expiring on 

December 31, 2011.
(d) purchased put options, sold call options and entered into forward sales contracts as follows:

Put Options Call Options
Purchased Sold

Equivalent notional Equivalent notional 
Contract Period pounds of copper pounds of copper

July 2006 1,378,000 1,378,000
August 2006 1,378,000 1,378,000
September 2006 1,378,000 1,378,000
October 2006 1,378,000 1,378,000
November 2006 1,378,000 1,378,000
December 2006 1,378,000 1,378,000

8,268,000 8,268,000

These contracts effectively ensure that the Company’s cash flows under these contracts are expected to offset the Company’s 
expected cash flows from copper revenues such that the Company will effectively receive a minimum of US$1.80/lb of copper up 
to a maximum of US$2.60/lb of copper for these notional amounts. 

Forward Sales

Contract Period Equivalent notional pounds of Copper

July 2006 496,000

These contracts effectively ensure that the Company’s cash flows under these contracts are expected to offset the Company’s 
expected cash flows from copper revenues such that the Company will effectively receive US$2.203/lb of copper for these notional
amounts. 
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