MANAGEMENT’S DISCUSSION AND ANALYSIS
This Management’s Discussion and Analysis (“MD&A”) for Imperial Metals Corporation (“Imperial”, the “Company”, “we”,
“us” or “our”) should be read in conjunction with the audited Consolidated Financial Statements and related notes for the
year ended December 31, 2017. The Consolidated Financial Statements and comparative information have been prepared
in accordance with International Financial Reporting Standards (“IFRS”). The reporting currency of the Company is the
Canadian (“CDN”) Dollar.
Imperial is a Canadian mining company active in the acquisition, exploration, development, mining and production of base
and precious metals. The Company, through its subsidiaries, owns the Red Chris, Mount Polley and Huckleberry copper
mines in British Columbia. Imperial also holds a 50% interest in the Ruddock Creek lead/zinc property in British Columbia.
Imperial has interests in various other early stage exploration properties, however exploration is currently focused at
existing mining operations. The Company also continues to evaluate potential acquisitions.
Imperial’s principal business registered and records office address is Suite 200, 580 Hornby Street, Vancouver, British
Columbia V6C 3B6 Canada. The Company was incorporated under the British Columbia Company Act, which was superseded
by the British Columbia Business Corporations Act, on December 6, 2001 under the name IMI Imperial Metals Inc. Imperial
changed its name to Imperial Metals Corporation on April 10, 2002.
The Company is listed on The Toronto Stock Exchange and its shares trade under symbol III. As at March 28, 2018, the
Company had 116,858,746 common shares outstanding, and on a diluted basis 133,921,058 common shares outstanding.
Additional Company disclosure can be obtained from imperialmetals.com or sedar.com.

FORWARD‐LOOKING STATEMENTS AND RISKS NOTICE
This MD&A is a review of the Company’s operations and financial position as at and for the year ended December 31, 2017,
and plans for the future based on facts and circumstances as of March 28, 2018. Except for statements of historical fact
relating to the Company, certain information contained herein constitutes forward‐looking information which are
prospective in nature and reflect the current views and/or expectations of Imperial. Often, but not always, forward‐looking
information can be identified by the use of statements such as "plans", "expects" or "does not expect", "is expected",
"scheduled", "estimates", "forecasts", "projects", "intends", "anticipates" or "does not anticipate", or "believes", or
variations of such words and phrases or statements that certain actions, events or results "may", "could", "should", "would",
"might" or "will" be taken, occur or be achieved. Such information in this MD&A includes, without limitation, statements
regarding: use of proceeds from financings and credit; expectations for cash savings arising from the payment of interest
due on certain debt facilities in common shares; the 2018 production targets for the Red Chris and Mount Polley mines;
expectations that Red Chris will receive its new electric powered hydraulic excavator during the second quarter of 2018 and
that the addition of the new excavator and the receipt of the five 150 ton haul trucks will support an increase of the mining
rate to about 130,000 tonnes per day and provide quicker access to the deeper higher grade portions of the Main and East
zones; results of preliminary engineering studies indicating that block caving may be the best method to develop Red Chris’
deep resource below the current designed pit and the drill program currently under development will provide information
required to further advance the block cave studies; the reduction of mining operations at Mount Polley to minimal levels
during the second half of 2018; reliance on low grade stockpiles to provide mill feed for Mount Polley until the dredging of
the Springer pit is completed (targeted for the end of the year), following which mining operations are expected to return
to normal levels with Springer pit supplying mill feed to the concentrator; plans for a small exploration program at Mount
Polley to commence during the second half of 2018; expectations that South Springer has the potential to significantly
increase the Mount Polley mineral resource, assuming planned drilling is positive; the development of a preliminary plan
to reopen Huckleberry mine in 2019 subject to further strengthening of the price of copper; mine plans; costs and timing
of current and proposed exploration and development; production and marketing; capital expenditures; adequacy of funds
for projects and liabilities; the receipt of necessary regulatory permits, approvals or other consents; outcome and impact
of litigation; cash flow; working capital requirements; the requirement for additional capital; results of operations,
production, revenue, margins and earnings; future prices of copper and gold; future foreign currency exchange rates and
impact; future accounting changes; and future prices for marketable securities.
Forward‐looking information is not based on historical facts, but rather on then current expectations, beliefs, assumptions,
estimates and forecasts about the business and the industry and markets in which the Company operates, including, but
not limited to, assumptions that: the Company will be able to advance and complete remaining planned rehabilitation
activities within expected timeframes; there will be no significant delay or other material impact on the expected
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timeframes or costs for completion of rehabilitation of the Mount Polley mine and implementation of Mount Polley’s long
term water management plan; the Company’s initial rehabilitation activities at Mount Polley will be successful in the long
term; all required permits, approvals and arrangements to proceed with planned rehabilitation and Mount Polley’s long
term water management plan will be obtained in a timely manner; there will be no material operational delays at the Red
Chris or Mount Polley mines; Huckleberry mine will restart in 2019; equipment will operate as expected; there will not be
significant power outages; the Company’s use of derivative instruments from time to time will enable the Company to
achieve expected pricing protection; there will be no material adverse change in the market price of commodities and
exchange rates; the Red Chris and Mount Polley mines will achieve expected production outcomes (including with respect
to mined grades and mill recoveries and access to water as needed); and Imperial will have access to capital as required
and satisfy financial covenants contained in its credit facilities and other loan documents. Such statements are qualified in
their entirety by the inherent risks and uncertainties surrounding future expectations. We can give no assurance that the
forward‐looking information will prove to be accurate.
Forward‐looking information involves known and unknown risks, uncertainties and other factors which may cause
Imperial’s actual results, revenues, performance or achievements to be materially different from any future results,
performance or achievements expressed or implied by the statements constituting forward‐looking information.
Important risks that could cause Imperial’s actual results, revenues, performance or achievements to differ materially from
Imperial’s expectations include, among other things: that additional financing that may be required may not be available to
Imperial on terms acceptable to Imperial or at all; that Imperial may be unable to satisfy financial covenants contained in its
credit facilities and other loan documents; uncertainty regarding the outcome of sample testing and analysis being conducted
on the area affected by the Mount Polley Breach; risks relating to the timely receipt of necessary approvals and consents to
proceed with the rehabilitation plan and Mount Polley’s long term water management plan; risks relating to the remaining costs
and liabilities and any unforeseen longer‐term environmental consequences arising from the Mount Polley Breach; uncertainty
as to actual timing of completion of rehabilitation activities and the implementation of Mount Polley’s long term water
management plan; risks relating to the impact of the Mount Polley Breach on Imperial’s reputation; that Huckleberry mine will
not restart in 2019; the quantum of claims, fines and penalties that may become payable by Imperial and the risk that current
sources of funds are insufficient to fund liabilities; risks that Imperial will be unsuccessful in defending against any legal claims
or potential litigation; risks of protesting activity and other civil disobedience restricting access to the Company’s properties;
failure of plant, equipment or processes to operate in accordance with specifications or expectations; cost escalation,
unavailability of materials and equipment, labour unrest, power outages, and natural phenomena such as weather conditions
and water shortages negatively impacting the operation of the Red Chris mine or the Mount Polley mine; changes in commodity
and power prices; changes in market demand for our concentrate; inaccurate geological and metallurgical assumptions
(including with respect to the size, grade and recoverability of mineral reserves and resources); and other hazards and risks
disclosed within this Management’s Discussion and Analysis for the year ended December 31, 2017 and other public filings which
are available on Imperial’s profile at sedar.com. For the reasons set forth above, investors should not place undue reliance on
forward‐looking information. Imperial does not undertake to update any forward looking information, except in accordance
with applicable securities laws.
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SIGNIFICANT EVENTS AND LIQUIDITY
The Company’s audited Consolidated Financial Statements have been prepared on a going concern basis which assumes
the Company will continue operating in the foreseeable future and will be able to realize its assets and discharge its liabilities
in the normal course as they come due.
The August 4, 2014 tailings dam breach at the Mount Polley mine (“Mount Polley Breach”) resulted in the loss of full
production from the mine, which was the primary source of cash flow for the Company in 2014. The Mount Polley mine
restarted operations on August 5, 2015 using a modified operation plan that included the use of the Springer pit to contain
the tailings produced. On June 23, 2016, Mount Polley received the necessary authorizations from the Ministry of Energy
and Mines and the Ministry of Environment, to return to normal mine operations, making use of its repaired and buttressed
tailings storage facility.
During the first quarter of 2017, the Company amended certain financial covenants under the Senior Credit Facility for the
March 31, June 30 and September 30, 2017 reporting periods.
On April 28, 2017 the acquisition of Huckleberry Mines Ltd. (“Huckleberry”) closed with Huckleberry becoming a wholly
owned subsidiary of the Company. Huckleberry exercised its right of first refusal to purchase for cancellation all the shares
of Huckleberry held by a syndicate of Japanese companies in exchange for cash consideration of $2.0 million.
On May 30, 2017, the Company completed the sale of the Sterling gold mine property and related assets.
At June 30, 2017, the Company did not meet one of four financial covenants contained in its Senior Credit Facility. The
Company obtained a waiver for this covenant as discussed below.
On July 15, 2017, Mount Polley mine operations were temporarily suspended as a result of an Evacuation Order and
restrictions on highway use issued by the Cariboo Regional District for the City of Williams Lake. The mine recalled crews
and restarted operations on July 31, after the Evacuation Order was downgraded to an Evacuation Alert, allowing
employees to return to their homes.
On July 31, 2017, the Company closed a $20.0 million bridge loan financing (“Bridge Loan”) with affiliates of its two major
shareholders.
As at September 30, 2017 the Company had obtained a waiver with respect to the debt due to the Senior Credit Facility
lenders and the Second Lien Credit Facility lender (collectively the “Senior Debt” and “Senior Debt Lenders”, respectively)
such that no event of default had occurred under the Senior Debt as of that date. The Senior Debt agreements were
amended effective October 31, 2017 when the Senior Debt Lenders permanently waived the breach of a financial covenant
related to the quarter ended June 30, 2017 and amended certain financial covenants. In addition, the Senior Credit Facility
and Second Lien Credit Facility were extended to October 1, 2018 and December 1, 2018, respectively.
On October 27, 2017 the Company closed a private placement (“Private Placement”) for gross proceeds of $5.0 million to
improve working capital.
On October 31, 2017 the Company extended the maturity date of the Bridge Loan to January 5, 2019 and increased the
amount to $26.0 million.
On October 31, 2017 the Company also obtained a new $10.0 million Unsecured Debt Facility. In addition, the Company
modified the payment of interest for certain debt facilities to be paid in common shares of the Company until December
31, 2018. The payment of interest in common shares will result in cash savings of approximately $16.0 million per annum.
On December 22, 2017, the Company completed a rights offering for net proceeds of approximately $42.3 million. The
Company issued 19,080,978 common shares. The proceeds of the rights offering will be used as set out in the Company’s
rights offering circular dated November 20, 2017, including the payment of fees in accordance with the Standby Guarantee
Agreement.
Subsequent to December 31, 2017, the Company issued 2,353,274 common shares in payment of $6.2 million of interest
due on December 31, 2017 for certain debt facilities.
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OVERVIEW
Select Annual Financial Information
expressed in thousands, except share and per share amounts

Total revenues
Net income (loss)
Net income (loss) per share
Diluted income (loss) per share
Adjusted net loss (1)
Adjusted net loss per share (1)
Adjusted EBITDA(1)
Working capital deficiency (2)
Total assets
Total debt (including current portion)
Cash flow (1)(3)
Cash flow per share (1)(3)

2017

$453,113
$77,113
$0.82
$0.82
$(62,626)
$(0.66)
$88,457
$238,269
$1,723,768
$852,378
$88,381
$0.94

Years Ended December 31
2016
2015

$428,218
$(54,080)
$(0.66)
$(0.66)
$(56,784)
$(0.69)
$106,624
$89,108
$1,527,778
$835,365
$107,591
$1.32

$128,701
$(96,961)
$(1.25)
$(1.25)
$(50,254)
$(0.65)
$3,370
$197,952
$1,479,352
$914,461
$14,135
$0.18

(1) Refer to table under heading Non‐IFRS Financial Measures for further details. The 2015 amounts have been revised to conform with the
presentation adopted in 2016.
(2) Defined as current assets less current liabilities. The 2017 amount includes $201,562 related to the senior credit facility and the second lien credit
facility that was classified as current at December 31, 2017. The 2015 amount includes $166,072 related to the senior credit facility that was
classified as current at December 31, 2015 prior to the renewal of the facility.
(3) Cash flow is defined as the cash flow from operations before the net change in non‐cash working capital balances, income and mining taxes, and
interest paid. Cash flow per share is defined as Cash flow divided by the weighted average number of common shares outstanding during the year.

Select Items Affecting Net Income (Loss) (presented on an after‐tax basis)
Years Ended December 31
expressed in thousands

Net income before undernoted items
Interest expense
Foreign exchange gain on non‐current debt, net of gains on cross currency swaps
Impairment of mineral properties
Gain on bargain purchase of Huckleberry and revaluation of equity investment
in Huckleberry
Gain on sale of Sterling
Share of loss in Huckleberry
Net Income (Loss)

2017

2016

$(6,182)
(55,887)
29,280
‐

$6,540
(51,979)
10,004
(7,300)

109,818
641
(557)
$77,113

‐
‐
(11,345)
$(54,080)

Revenues increased to $453.1 million in 2017 compared to $428.2 million in 2016, an increase of $24.9 million or 5.8%.
Revenue from the Red Chris mine in 2017 was $289.1 million compared to $295.3 million in 2016.
Revenue from the Mount Polley mine in 2017 was $163.5 million compared to $131.5 million in 2016.
There were 15.0 concentrate shipments in 2017 from the Red Chris mine (2016 ‐ 17.0 concentrate shipments) and 4.7
concentrate shipments from the Mount Polley mine in 2017 (2016 ‐ 5.0 concentrate shipments). Variations in revenue are
impacted by the timing and quantity of concentrate shipments, metal prices and exchange rates, and period end
revaluations of revenue attributed to concentrate shipments where copper and gold prices will settle at a future date.
The London Metals Exchange cash settlement copper price per pound averaged US$2.80 in 2017 compared to US$2.21 in
2016. The London Metals Exchange cash settlement gold price per troy ounce averaged US$1,257 in 2017 compared to
US$1,248 in 2016. The US$ weakened by 2.0% compared to the CDN$ in 2017 over 2016.
In 2017 the average copper price was CDN$3.63 per pound and the average gold price was CDN$1,632 per ounce compared
to 2016 when the average copper price was CDN$2.93 per pound and the average gold price was CDN$1,655 per ounce.
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Revenue in 2017 was increased by a $15.2 million positive revenue revaluation compared to a positive revenue revaluation
of $4.4 million in 2016. Positive revenue revaluations are the result of the commodity prices on the settlement date and/or
the current period balance sheet date being higher than when the revenue was initially recorded or the commodity prices
at the last balance sheet date and vice versa for negative revenue revaluations.
Net income for 2017 was $77.1 million ($0.82 per share) compared to net loss of $54.1 million ($0.66 per share) in 2016.
The majority of increase in net income of $131.2 million was primarily due to the following factors:
 Income from mine operations went from income of $27.9 million in 2016 to $19.5 million in 2017, a decrease in net income
of $8.4 million.
 Interest expense increased from $70.2 million in 2016 to $75.5 million in 2017, a decrease to net income of $5.3 million.
 Foreign exchange gain on current and non‐current debt went from a gain of $14.6 million in 2016 to a gain of $30.2 million
in 2017, an increase in net income of $15.6 million.
 Loss on derivative instruments went from a loss of $4.5 million in 2016 to $nil in 2017, an increase in net income of $4.5
million.
 Impairment on mineral properties went from $7.3 million in 2016 to $nil million in 2017, an increase in net income of $7.3
million.
 A gain on bargain purchase of Huckleberry and revaluation of equity investment in Huckleberry of $109.8 million in 2017
compared to $nil in 2016, an increase in net income of $109.8 million.
 The Company’s equity loss in Huckleberry went from loss of $11.3 million in 2016 to a loss of $0.6 million in 2017, an
increase in net income of $10.7 million.
 Rehabilitation costs of $5.8 million in 2017 compared to $nil in 2016, a decrease in net income of $5.8 million.
 An income and mining tax recovery of $10.6 million in 2017 compared to a recovery of $3.2 million in 2016, an increase
in net income of $7.4 million.
The 2017 net income included foreign exchange gain related to changes in CDN$/US$ exchange rate of $30.4 million
compared to foreign exchange gain of $13.6 million in 2016. The $30.4 million foreign exchange gain in 2017 is comprised
of a $29.3 million gain on the senior notes, a $0.9 million gain on short term loans, and a $0.2 million gain on operational
items. The average CDN$/US$ exchange rate in the 2017 was 1.298 compared to an average of 1.326 in 2016.
Cash flow was $88.4 million in 2017 compared to cash flow of $107.6 million in 2016. Cash flow is a measure used by the
Company to evaluate its performance, however, it is not a term recognized under IFRS. The Company believes Cash flow is
useful to investors and it is one of the measures used by management to assess the financial performance of the Company.
Capital expenditures were $92.9 million in 2017, down from $150.5 million in 2016. The 2017 expenditures included $45.4
million for equipment and components, $31.6 million for tailings dam construction, $6.8 million relating to non‐cash
consideration received by the Company in the Sterling gold mine sale in the form of a Net Smelter Royalty (“NSR”) and Net
Operating Profit (“NOP”) which have been included in mineral properties, $3.5 million relating to environmental capital
expenditures and $5.6 million for other capital.
At December 31, 2017 the Company had $51.9 million in cash (December 31, 2016‐$14.3 million). The Company has
classified $213.9 million of its non‐current debt as current at December 31, 2017 (December 31, 2016‐$18.7 million).
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NON‐IFRS FINANCIAL MEASURES
The Company reports four non‐IFRS financial measures: Adjusted net income, adjusted EBITDA, cash flow and cash cost per
pound of copper produced which are described in detail below. The Company believes these measures are useful to
investors because they are included in the measures that are used by management in assessing the financial performance
of the Company.
Adjusted net income, adjusted EBITDA, and cash flow are not generally accepted earnings measures and should not be
considered as an alternative to net income (loss) and cash flows as determined in accordance with IFRS. As there is no
standardized method of calculating these measures, these measures may not be directly comparable to similarly titled
measures used by other companies. Reconciliations are provided below.
Adjusted Net Loss and Adjusted Net Loss per Share
Adjusted net loss in 2017 was $62.6 million ($0.66 per share) compared to an adjusted net loss of $56.8 million ($0.69 per
share) in 2016. Adjusted net income or loss shows the financial results excluding the effect of items not settling in the
current period and non‐recurring items. Adjusted net income or loss is calculated by removing the gains or loss, resulting
from acquisition and disposal of property, mark to market revaluation of derivative instruments not related to the current
period, net of tax, unrealized foreign exchange gains or losses on non‐current debt, net of tax, as further detailed in the
following table.
Calculation of Adjusted Net Loss
expressed in thousands, except share and per share amounts

Net income (loss) reported
Realized and unrealized loss on derivative instruments
related to cross currency swaps, net of tax (a)
Unrealized foreign exchange gain on non‐current debt, net of tax (b)
Impairment of mineral properties (d)
Gain on bargain purchase of Huckleberry and revaluation of equity investment in
Huckleberry (c)
Gain on sale of Sterling(c)
Adjusted net loss
Basic weighted average number of common shares outstanding
Adjusted net loss per share

Years Ended December 31
2017
2016

$77,113

$(54,080)

‐
(29,280)
‐

3,889
(13,893)
7,300

(109,818)
(641)
$(62,626)

‐
‐
$(56,784)

94,384,477
$(0.66)

81,795,510
$(0.69)

(a)

Derivative financial instruments related to foreign currency swaps are recorded at fair value on the Company’s Statement of Financial
Position, with changes in the fair value, net of taxes flowing through net income. The amounts ultimately realized may be materially
different than reflected in the financial statements due to changes in value of the underlying foreign currency hedged.

(b)

Non‐current debt is recorded on the Company’s Statement of Financial Position at the foreign exchange rate in effect on that date, with
changes in foreign exchange rates, net of taxes, flowing through net income. The amounts of non‐current debt ultimately payable may be
materially different than reflected in the financial statements due to foreign currency movements. Tax recoveries on unrealized capital
losses are recorded only to the extent that they are expected to be realized by offset against available capital gains.

(c)

There are no tax effects related to this transaction.

(d)

The impairment of mineral properties have been excluded as these recoveries are non‐recurring. The impairment is not tax effected as
there is a full valuation allowance on these mineral properties and hence no tax recovery.
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Adjusted EBITDA
Adjusted EBITDA in 2017 was $88.5 million compared to $106.6 million in 2016. We define Adjusted EBITDA as net income
(loss) before interest expense, taxes, depletion and depreciation, and as adjusted for certain other items described in the
reconciliation table below.
Adjusted EBITDA is not necessarily comparable to similarly titled measures used by other companies. We believe that the
presentation of Adjusted EBITDA is appropriate to provide additional information to investors about certain non‐cash or
unusual items that we do not expect to continue at the same level in the future, or other items that we do not believe to
be reflective of our ongoing operating performance. We further believe that our presentation of this non‐IFRS financial
measure provides information that is useful to investors because it is an important indicator of our operations and the
performance of our core business.
Adjusted EBITDA is not a measurement of operating performance or liquidity under IFRS and should not be considered as a
substitute for earnings from operations, net income or cash generated by operating activities computed in accordance with
IFRS. Adjusted EBITDA has limitations as an analytical tool and therefore Adjusted EBITDA should not be considered as a
measure of discretionary cash available to us to invest in the growth of our business.
A reconciliation of net loss to Adjusted EBITDA is as follows:
expressed in thousands

Net income (loss) (a)
Adjustments:
Income and mining tax recovery
Interest expense
Depletion and depreciation
Impairment of mineral properties
Accretion of future site reclamation provisions
Reversal of unrealized gains (unrealized gains) on
derivative instruments
Realized loss on derivative instruments
related to foreign currency derivatives
Share based compensation
Foreign exchange (gain) loss
Revaluation (gain) loss on marketable securities
(Gain) loss on sale of mineral properties
Share of loss in Huckleberry
Gain on bargain purchase of Huckleberry and revaluation of
equity investment in Huckleberry
Gain on sale of Sterling
Insurance recoveries
Other
Adjusted EBITDA
(a)

2017

$77,113

Years Ended December 31
2016
2015

$(54,080)

$(96,961)

(3,195)
70,242
81,387
7,300
925

(20,941)
37,731
32,382
‐
844

30,632

(23,132)

‐
1,105
(30,441)
(242)
(26)
557

(26,162)
2,727
(13,562)
(38)
203
11,345

(701)
432
81,915
235
(470)
3,036

(109,818)
(641)
‐
355
$88,457

‐
‐
‐
(1,100)
$106,624

‐
‐
(11,000)
‐
$3,370

(10,554)
75,523
83,216
‐
2,310
‐

The 2015 EBITDA has been adjusted to conform to the presentation adopted for 2016 and 2017.
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Cash Flow and Cash Flow Per Share
Cash flow in 2017 was $88.4 million compared to $107.6 million in 2016. Cash flow per share was $0.94 in 2017 compared
to $1.32 in 2016.
Cash flow and cash flow per share are measures used by the Company to evaluate its performance however they are not
terms recognized under IFRS. Cash flow is defined as cash flow from operations before the net change in non‐cash working
capital balances, income and mining taxes, and interest paid and cash flow per share is the same measure divided by the
weighted average number of common shares outstanding during the year.
expressed in thousands, except per share and per share amounts

Income (loss) before taxes
Items not affecting cash flows:
Equity loss in Huckleberry
Depletion and depreciation
Impairment of mineral properties
Share based compensation
Accretion of future site reclamation provisions
Unrealized foreign exchange gains
Reversal of unrealized gains on derivative instruments
Realized gains on derivative instruments related to foreign currency derivatives
Interest expense
Gain on bargain purchase of Huckleberry and revaluation of equity investment
in Huckleberry
Gain on sale of Sterling
Other
Cash flow
Basic weighted average number of common shares outstanding
Cash flow per share

Years Ended December 31
2017
2016

$66,559

$(57,275)

557
83,216
‐
1,105
2,310
(30,242)
‐
‐
75,523
(109,818)

11,345
81,387
7,300
2,727
925
(13,764)
30,632
(26,162)
70,242
‐

(641)
(188)
$88,381
94,384,477
$0.94

‐
234
$107,591
81,795,510
$1.32

Cash Cost Per Pound of Copper Produced
The cash cost per pound of copper produced is a non‐IFRS financial measure that does not have a standardized meaning
under IFRS, and as a result may not be comparable to similar measures presented by other companies. Management uses
this non‐IFRS financial measure to monitor operating costs and profitability. The Company is primarily a copper producer
and therefore calculates this non‐IFRS financial measure individually for its three copper mines, Red Chris, Mount Polley
and Huckleberry, and on a composite basis for these mines.
The cash cost per pound of copper produced is derived from the sum of cash production costs, transportation and offsite
costs, treatment and refining costs, royalties, net of by‐product and other revenues, divided by the number of pounds of
copper produced during the period.
Cash costs of production include direct labour, operating materials and supplies, equipment and mill costs, and applicable
overhead. Offsite costs include transportation, warehousing, marketing, related insurance and treatment and refining costs
for smelting and refining concentrate.
Treatment and refining costs applicable to the concentrate produced during the period are calculated in accordance with
the contracts the Company has with its customers.
By‐product and other revenues represent (i) revenue calculated based on average metal prices for by‐products produced
during the period based on contained metal in the concentrate; and (ii) other revenues as recorded during the period.
Cost of sales, as reported on the consolidated statement of comprehensive income, includes depletion and depreciation
and share based compensation, non‐cash items. These items, along with management fees charged by the Company to
Huckleberry, are removed from cash costs. The resulting cash costs are different than the cost of production because of
changes in inventory levels and therefore inventory and related transportation and offsite costs are adjusted from a cost of
sales basis to a production basis. The cash costs for copper produced are converted to US$ using the average US$ to CDN$
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exchange rate for the period divided by the pounds of copper produced to obtain the cash cost per pound of copper
produced in US$.
Variations from period to period in the cash cost per pound of copper produced are the result of many factors including:
grade, metal recoveries, amount of stripping charged to operations, mine and mill operating conditions, labour and other
cost inputs, transportation and warehousing costs, treatment and refining costs, the amount of by‐product and other
revenues, the US$ to CDN$ exchange rate and the amount of copper produced. Idle mine costs during the periods when
the Huckleberry mine was not in operation have been excluded from the cash cost per pound of copper produced.
The following tables reconcile cost of sales as shown on the consolidated statement of comprehensive income to the cash
cost per pound of copper produced in US$ for the three months ended December 31, 2017 and 2016.

Cost of sales
Less:
Depletion and depreciation
Share based compensation
Cash costs before adjustment to production basis
Adjust for inventory change
Adjust transportation and offsite costs
Treatment, refining and royalty costs
By‐product and other revenues
Cash cost of copper produced in Cdn$
US$ to Cdn$ exchange rate
Cash cost of copper produced in US$
Copper produced – pounds
Cash cost per lb copper produced in US$

Cost of sales
Less:
Depletion and depreciation
Share based compensation
Cash costs before adjustment to production basis
Adjust for inventory change
Adjust transportation and offsite costs
Treatment, refining and royalty costs
By‐product and other revenues
Cash cost of copper produced in Cdn$
US$ to Cdn$ exchange rate
Cash cost of copper produced in US$
Copper produced – pounds
Cash cost per lb copper produced in US$

Three Months Ended December 31, 2017
Total per
Sterling &
Financial
Corporate
Statements
Composite
D=B+C
$40
$112,419
$112,379

Red
Chris
B
$68,123

Mount
Polley
C
$44,256

(15,833)
(80)
52,210
4,733
(124)
8,252
(19,841)
$45,230
1.2715
$35,572

(6,327)
(40)
37,889
1,356
(175)
1,520
(16,355)
$24,325
1.2715
$19,060

23,234
$ 1.53

4,023
$4.74

27,257
$2.00

Red
Chris
B
$53,361

Mount
Polley
C
$34,574

Three Months Ended December 31, 2016
Total per
Sterling &
Financial
Corporate
Statements
Composite
D=B+C
$641
$88,576
$87,935

(10,116)
(128)
43,117
5,478
(188)
5,804
(7,043)
$47,168
1.3340
$35,358

(6,537)
(91)
27,946
6,679
36
1,968
(18,121)
$18,508
1.3340
$13,874

14,659
$2.41

4,977
$2.79

(9)
‐
$31

(101)
‐
$540

(22,169)
(120)
$90,130

(16,754)
(219)
$71,603
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(22,160)
(120)
90,099
6,089
(299)
9,772
(36,196)
$69,465
1.2715
$54,632

(16,653)
(219)
71,603
12,157
(152)
7,772
(25,164)
$65,676
1.3340
$49,232
19,636
$2.51

The following tables reconcile cost of sales as shown on the consolidated statement of comprehensive income to the cash
cost per pound of copper produced in US$ for the years ended December 31, 2017 and 2016.
Calculation of Cash Cost Per Pound of Copper Produced
expressed in thousands, except cash cost per pound of copper produced

Huckleberry
100%
50%
A
Cost of sales
Less:
Depletion and depreciation
Share based compensation
Cash costs before adjustment to
production basis
Adjust for inventory change
Adjust transportation and offsite costs
Treatment, refining and royalty costs
By‐product and other revenues
Cash cost of copper produced in Cdn$
US$ to Cdn$ exchange rate
Cash cost of copper produced in US$
Copper produced – pounds
Cash cost per lb copper produced in US$

Copper produced – pounds
Cash cost per lb copper produced in US$
*
**

Mount
Polley
C

$254,644

$178,009

$ ‐

$ ‐

‐
‐

‐
‐

(50,458)
(294)

(30,721)
(96)

‐
‐
‐
‐
‐
$‐
‐
$‐

‐
‐
‐
‐
‐
$‐
‐
$‐

203,892
6,874
315
26,480
(50,791)
$186,770
1.2980
$143,891

147,192
(19,833)
(1,038)
7,349
(76,321)
$57,349
1.2980
$44,183

‐
‐

‐
‐

Huckleberry
100%
50%
A
Cost of sales
Less:
Depletion and depreciation
Share based compensation
Management fees paid by
Huckleberry*
Cash costs before adjustment to
production basis
Adjust for inventory change
Adjust transportation and offsite costs
Treatment, refining and royalty costs
By‐product and other revenues
Cash cost of copper produced in Cdn$
US$ to Cdn$ exchange rate
Cash cost of copper produced in US$

Red
Chris
B

$83,864

$41,932

(20,433)
‐

(10,217)
‐

(435)

(218)

62,996
(11,165)
(422)
9,228
(5,390)
$55,247
1.3228
$41,765

31,497
(5,583)
(211)
4,614
(2,695)
$27,622
1.3228
$20,881

20,438
$2.04

10,219
$2.04

74,636
$1.93

Year Ended December 31, 2017
Total per
Sterling &
Financial
Corporate Statements Composite
D=A+B+C
$982

(159)

$823

$433,635

(81,338)
(390)
$351,907

$426,486

(80,291)
(390)
351,084
(12,959)
(723)
33,829
(127,112)
$244,119
1.2980
$188,073

19,071
$2.32

93,707
$2.01

Red
Chris
B

Mount
Polley
C

Year Ended December 31, 2016**
Total per
Sterling &
Financial
Corporate Statements Composite
D=A+B+C

$254,617

$143,414

(54,034)
(655)
‐
199,928
(4,051)
(792)
32,933
(76,680)
$151,338
1.3256
$114,166
83,614
$1.37

(26,585)
(399)
‐
116,430
11,779
150
9,855
(76,831)
$61,383
1.3256
$46,306

$2,262
(441)
‐

$400,293
(81,060)
(1,054)

$439,963
(90,836)
(1,054)

‐

‐

(218)

$1,821

$318,179

347,855
2,145
(853)
47,402
(156,206)
$240,343
1.3253
$181,353

25,338
$1.83

119,171
$1.52

Management fee paid by Huckleberry to Imperial recorded as revenue by Imperial on the equity basis of accounting for Huckleberry.
Huckleberry was not in operation during the fourth quarter of 2016 and therefore the exchange rate used for the twelve months ended
December 31, 2016 shown above is the rate for the nine months ended September 30, 2016 and the exchange rate used for the Composite
amount is a weighted‐average of these two rates.
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DEVELOPMENTS DURING 2017
Red Chris Mine
The Red Chris mill achieved 95% of design capacity averaging 28,433 tonnes per calendar day in 2017.
Fourth quarter production totaled 23.23 million pounds copper and 13,020 ounces gold, compared to 19.65 million pounds
copper and 8,426 ounces gold in the 2017 third quarter, an increase of 18% and 55% respectively. Copper and gold grades
were higher in the fourth quarter and averaged 0.52% copper and 0.324 g/t gold, with the higher grades delivered to the
mill from the lower benches in the Main zone pit. Metal recoveries also increased to 81.03% for copper and 49.99% for
gold. The average copper recovery for the fourth quarter sets a new record high for Red Chris, and the gold recovery is a
record high for a quarter during which only Main Zone ores were treated.
There was significant rise in gold production between the 2017 first and fourth quarters from 5,811 to 13,020 ounces, as a
result of the gold grade increasing from 0.201 g/t to 0.324 g/t, and gold recovery increasing from 37.43% to 49.99%.
Quarterly copper production during the year increased approximately 42% from the first quarter to year end as a result of
better grade and recovery.
At the Red Chris mine, additional mining equipment, including five 150 ton haul trucks from Huckleberry mine and a new
electric powered hydraulic excavator, are being mobilized to increase the mining rate. The haul trucks have arrived at site,
and the excavator is expected to arrive during the second quarter of 2018. The increase in the mining rate to about 130,000
tonnes per day will provide for quicker access to the deeper higher grade portions of the Main and East zones.
The 2018 production target for Red Chris is 72‐77 million pounds copper and 31‐33 thousand ounces gold.
Annual Production for the Year Ended December 31

Ore milled ‐ tonnes
Ore milled per calendar day ‐ tonnes
Grade % ‐ copper
Grade g/t ‐ gold
Recovery % ‐ copper
Recovery % ‐ gold
Copper – 000’s pounds
Gold – ounces
Silver – ounces

2017

2016

10,378,181
28,433
0.413
0.233
79.01
43.00
74,636
33,416
133,157

9,651,738
26,371
0.51
0.31
77.52
49.04
83,614
47,088
190,624

Exploration, development and capital expenditures were $57.8 million in 2017 compared to $123.1 million in 2016.
Mount Polley Mine
Fourth quarter production totaled 4.02 million pounds copper and 10,252 ounces gold, a slight increase compared to 3.98
million pounds copper and 9,989 ounces gold in the 2017 third quarter. Ore release from the Cariboo pit was slower than
planned at the beginning of the year as the forest fires in the Cariboo region affected mining operations this summer. The
reduction in mill feed available from the Cariboo pit resulted in a higher percentage of mill feed coming from stockpiles in
the fourth quarter.
Dredging of tailings in the Springer pit (deposited in the pit in 2015‐2016 to allow for restart of milling operations prior to
repair of the tailings storage facility) recently commenced. Once mining operations in the Cariboo pit are completed in mid‐
2018, Mount Polley will rely on low grade stockpiles to provide mill feed, until the dredging of the Springer pit is completed.
Dredging of the Springer pit is targeted to be complete around the end of the year.
Mining in 2017 was mainly in the Cariboo pit, and was supplemented at times from low grade stockpiles. The forest fires in
the region impacted both mining and milling operations. Copper production in 2017 was down about 25% from that
achieved in 2016 with lower head grades and recovery, while gold production was up slightly on higher grades.
The 2018 production target for Mount Polley is 17‐19 million pounds copper and 44‐47 thousand ounces gold.
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Annual Production for the Year Ended December 31

Ore milled ‐ tonnes
Ore milled per calendar day ‐ tonnes
Grade % ‐ copper
Grade g/t ‐ gold
Recovery % ‐ copper
Recovery % ‐ gold
Copper – 000’s pounds
Gold – ounces
Silver – ounces

2017

2016

6,723,188
18,420
0.199
0.322
64.53
68.93
19,071
48,009
36,626

6,684,824
18,265
0.25
0.31
69.66
69.78
25,339
46,444
90,125

Exploration, development, and capital expenditures were $27.0 million in 2017 compared to $26.7 million in 2016.
Huckleberry Mine
On April 28, 2017 the Company became the sole owner of Huckleberry by virtue of Huckleberry exercising its right of first
refusal to purchase for cancellation all the shares of Huckleberry held by a syndicate of Japanese companies in exchange
for cash consideration of $2.0 million. Huckleberry became a wholly‐owned subsidiary of the Company on that date.
Prior to April 28, 2017 the Company had a 50% interest in Huckleberry that was accounted for on the equity basis of accounting.
The Company has accounted for the acquisition of the remaining 50% interest in Huckleberry as a business combination whereby
the net assets acquired are recorded at fair value.
The Company has estimated the acquisition date fair values of the acquired assets and liabilities of Huckleberry. The previously
held 50% interest in Huckleberry was re‐measured at its acquisition date fair value, and the resulting gain is recognised in the
statement of income (loss) and other comprehensive income (loss).
The Company used a discounted cash flow model to estimate the expected future cash flows of the mine based on the life‐of‐
mine plans. Expected future cash flows are based on estimated future production and commodity prices, operating costs, and
forecast capital expenditures using the life‐of‐mine plan as at the acquisition date.
Mineral resources which were not included in the life‐of‐mine plan and exploration potential were separately valued using a
market approach referencing recent comparable transactions. A replacement cost approach was used to determine the fair
value of other property, plant and equipment.
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The following table summarizes the consideration transferred to acquire 100% interest in Huckleberry and the fair values
of identified assets acquired and liabilities assumed at the acquisition date:
Expressed in thousands of dollars

Identifiable Assets Acquired and Liabilities Assumed
Cash (1)
Reclamation bonds
Prepaid and other receivables
Inventories
Mineral properties
Deferred income tax assets
Trade and other payables
Deferred trade payables
Future site reclamation provisions
Deferred income tax liabilities
Assets Relinquished
Accrued receivable due to the Company
Company’s investment in Huckleberry held before
the business combination

$18,440
14,135
785
12,048
186,034
12,037
(1,668)
(4,925)
(22,042)
(26,185)
188,659
$1,009

Total Gain

77,832
78,841
$109,818

Gain on bargain purchase of Huckleberry
Gain on revaluation of 50% interest in Huckleberry
Total Gain

$93,321
16,497
$109,818

(1) Net of $2.0 million paid by Huckleberry for cancellation of shares.

From the date of acquisition on April 28, 2017 to December 31, 2017, Huckleberry incurred idle mine costs comprised of
$3.5 million in operating costs, $1.7 million in depreciation expense and $1.2 million of other expenses. If the acquisition of
Huckleberry had taken place at the beginning of the year, the Company’s revenue and profit before tax for 2017 would have
been $453.1 million and $64.0 million, respectively.
Before April 28, 2017, the Company had a 50% interest in Huckleberry and determined the joint arrangement qualified as
a joint venture which was accounted for using the equity method.
Expressed in thousands of dollars

Balance, beginning of period
Share of loss for the period
Revaluation of 50% interest to its fair value at the date of acquisition
Consolidation on acquisition of additional 50% interest in Huckleberry
Balance, end of period

January 1, 2017 to
April 28, 2017

January 1, 2016 to
December 31, 2016

$78,389
(557)
16,497
(94,329)
$ ‐
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$89,734
(11,345)
‐
‐
$78,389

Sterling Mine
On May 30, 2017 the Company completed the sale of the Sterling gold mine property and related assets for consideration
comprised of cash, marketable securities, net smelter royalties, and a net profits interest in certain mine operations.
A summary of the transaction is as follows:
Expressed in thousands of dollars

Assets sold
Inventory and supplies
Prepaid expenses and deposits
Mineral properties
Reclamation bonds
Liabilities released
Future site reclamation provisions
Net assets sold
Consideration received
Cash
Marketable securities
Net smelter royalty
Net profits interest
Transaction costs
Gain on sale of Sterling mine

$102
16
22,188
4,412
26,718
(5,078)
$21,640

$13,570
1,905
2,251
4,595
(40)
$22,281
$641
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES
Critical Accounting Policies
Mineral Properties
Mineral properties represent capitalized expenditures related to the development of mining properties, related plant and
equipment, expenditures related to exploration activities and expenditures arising from property acquisitions. Capitalized costs
include interest and financing costs for amounts borrowed to develop mining properties and construct facilities, and operating
costs, net of revenues, incurred prior to the commencement of commercial production.
The costs associated with mineral properties are separately allocated to reserves, resources and exploration potential, and
include acquired interests in production, development and exploration stage properties representing the fair value at the time
they were acquired. The value associated with resources and exploration potential is the value beyond proven and probable
reserves assigned through acquisition. The value allocated to reserves is depleted on a unit‐of‐production method over the
estimated recoverable proven and probable reserves at the mine.
The resource value represents the property interests that are contained in the measured and indicated resources that are not
within the proven and probable reserves. Exploration potential is (i) mineralization included in inferred resources; (ii) areas of
potential mineralization not included in any resource category.
Resource value and exploration potential value is noted as mineral properties not being depleted in Note 6. At least annually or
when otherwise appropriate and subsequent to its review and evaluation for impairment, value from the non‐depletable
category is transferred to the depletable category if resources or exploration potential have been converted into reserves.
Capitalized costs for mineral properties being depleted are depleted by property using the unit‐of‐production method over the
estimated recoverable proven and probable reserves at the mines to which they relate.
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. Management considers a number of factors related to
the ability of a property to operate at its design capacity over a specified period of time in determining when a property has
reached commercial production. These factors include production levels as intended by management, plant throughput
quantities, recovery rates, and number of uninterrupted days of production.
Property, Plant and Equipment
Property, plant and equipment is carried at cost, less accumulated depreciation and accumulated impairment losses.
Capitalized costs include the fair value of consideration given to acquire or construct an asset, capitalized interest related
to that asset and includes the direct charges associated with bringing the asset to the location and condition necessary for
placing it into use along with the future cost of dismantling and removing the asset.
When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate
items (major components) of property, plant and equipment.
The costs of major overhauls of parts of property, plant and equipment is recognized in the carrying amount of the item if
it is probable that the future economic benefits embodied within the part will flow to the Company, and its cost can be
measured reliably. The carrying amount of the replaced part is derecognized. The costs of the day‐to‐day servicing of
property, plant and equipment are recognized in income or loss as incurred.
Milling equipment and related buildings, intangible assets used in production, and tailings facilities are depleted on a
unit‐of‐production basis over the estimated recoverable proven and probable reserves at the mines to which they
relate.
Mobile mine equipment and vehicles are depreciated over the estimated useful lives of the assets either on a unit‐of‐
production basis or using the straight line method with useful lives of 4‐12 years. Office, computer and communications
equipment are depreciated using the straight line method with useful lives of 4‐5 years. The estimated residual value and
useful lives are reassessed at each year end and depreciation expense is adjusted on a prospective basis.
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Stripping Costs
Costs associated with the removal of overburden and rock that are incurred in the production phase of mining operations
are included in the cost of the inventory produced in the period in which they are incurred, except when the charges
represent a betterment to the mineral property. Charges represent a betterment to the mineral property when the
stripping activity provides access to reserves that will be produced in future periods that would not have been accessible
without the stripping activity. When charges are deferred in relation to a betterment, the charges are amortized over the
reserve accessed by the stripping activity using the unit‐of‐production method as these reserves will directly benefit from
the deferred stripping costs incurred.
Assessment of Impairment
Management reviews the carrying value of exploration and evaluation properties at the end of each reporting period for
evidence of impairment. This review is generally made with reference to timing of exploration work, work programs
proposed, and the exploration results achieved by the Company and by others in the related area of interest.
Post‐feasibility exploration properties, producing mining properties and plant and equipment are reviewed at the end of
each reporting period for evidence of impairment at the cash generating unit (CGU) level. A CGU is defined as the smallest
identifiable group of assets that generate cash inflows that are largely independent of the cash inflows from other assets or
groups of assets. If any such indication exists, the entity shall estimate the recoverable amount of the CGU to determine if
it exceeds the CGU’s carrying value.
The recoverable amount for a CGU is the greater of the fair value less cost to sell and the value in use. Fair value less cost
to sell is the amount that would be received by the Company to sell a CGU in a transaction between arms‐length parties
less any costs directly attributable to the disposal of the CGU. Value in use is the present value of future cash flows expected
to be derived by the Company from the CGU, which is estimated using discounted cash flow techniques. When it is not
possible to determine fair value less cost to sell by quotes from an active market, a written offer to purchase the CGU, or a
binding sales agreement to purchase the CGU, the Company estimates the fair value less cost to sell using discounted cash
flow techniques. Resources in the measured and indicated categories are valued using estimated fair values based on
market transactions.
Discounted cash flow techniques are dependent on a number of factors, including future metal prices, the amount of
reserves, resources and exploration potential, the cost of bringing the project into production, production schedules,
production costs, sustaining capital expenditures, and future site reclamation costs. Additionally, the reviews take into
account factors such as political, social, legal and environmental regulations. These factors may change due to changing
economic conditions or the accuracy of certain assumptions and, hence, affect the recoverable amount. The Company uses
its best efforts in assessing these factors.
An impairment loss or reversal thereof is recognized in income or loss to the extent that the carrying amount exceeds or is
below the recoverable amount.
Future Site Reclamation Costs
The Company’s mining and exploration activities are subject to various statutory, contractual or legal obligations for
protection of the environment. At the date the obligation is incurred, the Company records a liability, discounted to net
present value, for the best estimate of future costs to retire an asset including costs for dismantling, remediation and
ongoing treatment and monitoring of the site. The present value is determined using a pre‐tax risk free interest rate. The
liability is accreted over time to the estimated amount ultimately payable through periodic charges to income or loss. The
estimated present value of the future site reclamation costs are reviewed for material changes at each reporting date and
re‐measured at least annually or when there are significant changes in the assumptions giving rise to the estimated cash
flows.
Future site reclamation costs are capitalized as part of the carrying value of the related mineral property at its initial
discounted value and amortized over the useful life of the mineral property using the unit‐of‐production method.
Subsequent changes to future site reclamation costs are recorded with a corresponding change to the carrying amounts of
related mineral property.

Imperial Metals Corporation | December 31, 2017 Management’s Discussion & Analysis | #16

Income and Mining Taxes
The Company accounts for income and mining taxes using the liability method. Under this method, deferred tax assets and
deferred tax liabilities 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 deferred tax assets, including unused tax
losses and tax credits, are recognized to the extent that it is probable that taxable profit will be available against the
deductible temporary difference and the tax loss and tax credits can be utilized. These deferred tax assets and liabilities
are measured using enacted or substantively enacted tax rates and laws that are expected to apply when the tax liabilities
or assets are to be either settled or realized.
In a business combination, temporary differences arise as a result of differences in the fair values of identifiable assets and
liabilities acquired and their respective tax bases. Deferred tax assets and liabilities are recognized for the tax effects of
these differences. Deferred tax assets and liabilities are not recognized for temporary differences arising from goodwill or
from the initial recognition of assets and liabilities acquired in a transaction other than a business combination which does
not affect either accounting or taxable income or loss. Government assistance, including investment tax credits, is credited
against the expenditure generating the assistance when it is probable that the government assistance will be realized.
Inventory
Copper concentrates, inclusive of contained gold and silver, and costs associated with stockpile ore and ore under leach, and
gold bullion are valued on a first in first out basis at the lower of production cost to produce saleable metal and net realizable
value. Net realizable value is calculated as described under “Revenue Recognition”. Production costs include direct labour,
operating materials and supplies, transportation costs and applicable overhead, and depletion and depreciation.
Stores and supplies inventories are valued at the lower of cost and net realizable value. Cost includes acquisition cost and any
directly related costs, including freight.
The portion of the ore stockpile that is to be processed more than 12 months from the reporting date and critical spare items,
which might impact the production if unavailable, are classified as other assets.
Materials and supplies are valued at the lower of cost or net realisable value. Any provision for obsolescence is determined by
reference to specific items of stock and a general allowance for obsolescence. A regular review is undertaken to determine the
extent of any provision for obsolescence.
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 loss and comprehensive loss net of treatment and refining costs and royalties paid to counterparties 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 reporting date to the date of settlement metal prices. The actual amounts will be reflected
in revenue upon final settlement, which could be as long as 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. The
net realizable value of copper concentrate inventory is calculated on the basis of current market prices less treatment and
refining costs.
Mineral revenues other than copper concentrate are recognized when title passes to the customer and price is reasonably
determinable.
Financial Instruments
The Company’s financial instruments consist of cash, marketable securities, trade and other receivables, derivative
instrument assets and future site reclamation deposits, trade and other payables, short term debt, derivative instrument
liabilities and non‐current debt.
Financial instruments are initially recorded at fair value including transaction costs except for those items recorded as fair
value through profit or loss for which costs are expensed as incurred.
Cash and future site reclamation deposits are classified as fair value through profit or loss and recorded at fair value. The
fair value of these assets is based on bank statements or counterparty valuation reports. Marketable securities are classified
as fair value through profit or loss because the Company holds these securities for the purpose of trading. The fair value of
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marketable securities is based on quoted market prices. Fair value through profit or loss financial assets are measured at
fair value with mark‐to‐market gains and losses recorded in income or loss in the period they occur.
Financial assets classified as loans and receivables and other financial liabilities are measured at amortized cost using the
effective interest method of amortization.
The Company uses derivative financial instruments to mitigate the risk of revenue changes due to changes in copper price
and the CDN/US Dollar exchange rate. These instruments do not meet the criteria for hedge accounting and consequently
are measured at their fair values with changes in fair values recorded in income or loss in the period they occur. Fair values
for these derivative instruments are determined by counterparties using standard valuation techniques for derivative
instruments by reference to current and projected market conditions as of the reporting date.
Trade and other receivables are classified as loans and receivables. Trade and other payables, short term debt, and non‐
current debt are classified as other financial liabilities and recorded at amortized cost.
Financial assets are assessed for indicators of impairment at each financial position reporting date except those measured
at fair value through profit or loss. Financial assets are impaired where there is objective evidence that, as a result of one
or more events that occurred after the initial recognition of the financial asset, the estimated future cash flows of the
investment have been impacted.
Objective evidence of impairment could include:





significant or prolonged decline in the fair value of securities below its cost; or
significant financial difficulty of the issuer or counterparty; or
default or delinquency in interest or principal payments; or
it becoming probable that the borrower will enter bankruptcy or financial reorganization.

Impairment losses are recognized in income or loss in the period they occur based on the difference between the carrying
amount and the present value of estimated future cash flows discounted at the original effective interest rate.
If in a subsequent period the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment loss is reversed through
income or loss to the extent that the carrying amount of the financial instrument at the date the impairment is reversed
does not exceed what the cost would have been had the impairment not been recognized.
Critical Judgements
Impairment of Mineral Properties
Both external and internal information is reviewed and considered by management in their assessment of whether mineral
properties are impaired. External sources of information include changes in the market, economic and legal environment,
in which the Company operates, that are not within its control and affect the recoverable amount of its mineral properties,
plant and equipment. The internal sources of information include the manner in which mineral properties, plant and
equipment are being used or are expected to be used and indications of economic performance of assets. Management
concluded that the difference between the Company’s market capitalization and net assets per the Consolidated Statement
of Financial Position is a result of the amount of debt being carried by the Company rather than the value of Company’s
assets. In determining the recoverable amounts of producing mineral properties management estimates the discounted
future pre‐tax cash flows expected to be derived from the Company’s producing mineral properties. Reductions in
commodity prices, increases in estimated future production and capital costs, reductions in mineral reserves and
exploration potential and adverse economic events can result in impairment charges. In determining the economic
recoverability and probability of future economic benefit of non‐producing mineral properties management also considers
geological information, likelihood of conversion of resources to reserves, scoping and feasibility studies, permitting,
infrastructure, development costs, and life of mine plans.
Critical Estimates
Reserve and Resource Estimates
The Company estimates its reserves and resources based on information compiled by Qualified Persons as defined in accordance
with Canadian Securities Administrators National Instrument 43‐101 Standards for Disclosure of Mineral Projects. There are
numerous uncertainties inherent in estimating reserves and resources, including many factors beyond the Company’s control.
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Assumptions used in estimating reserves and resources include the forecast prices of commodities, exchange rates, production
and capital costs, recovery rates and judgments used in engineering and geological interpretation of available data.
Assumptions that are valid at the time of estimation may change significantly when new information becomes available.
Estimated reserves are used in the calculation of depreciation and depletion, impairment assessment, assessment of life of pit
stripping ratios and for forecasting the timing of future site reclamation costs. Therefore, changes in the estimates and
assumptions used to determine reserves could have a material effect in the future on the Company’s financial position and
results of operations.
Depletion and Depreciation of Mineral Properties
Depletion and depreciation of mineral properties is based on the estimated mineral reserves for each mineral property
subject to depletion and estimated useful lives and depreciation rates for property, plant and equipment. Should asset life,
depletion rates or depreciation rates differ from the initial estimate then this would impact the carrying value of the assets
resulting in the adjustment being recognized in the consolidated statement of income.
Stripping Costs
The determination of costs associated with the removal of overburden and rock involve estimates related to whether or not
these costs represent a betterment to the mineral property. Management uses several factors to determine whether to
capitalize stripping costs including quantity and grade of materials being accessed, estimated future commodity prices, operating
costs and life of mine plan. If any of these factors change then the determination of which materials are included in stripping
costs may change resulting in higher mine operating costs in future periods.
Future Site Reclamation Provisions
Future site reclamation provisions represent management’s estimate of the present value of future cash outflows required
to settle estimated reclamation obligations at the end of a mine’s life. The provision incorporates estimated future costs,
inflation, and risks associated with the future cash outflows, discounted at the risk free rate for the future cash outflows.
Changes in any of these factors can result in a change to future site reclamation provisions and the related accretion of
future site reclamation provisions. Changes to future site reclamation provisions are charged or credited to mineral
properties and may result in changes to future depletion expense.
Provision for Rehabilitation Costs
The provision for rehabilitation costs represents management’s estimate of the present value of the future cash outflows
and related depreciation expense required to settle the estimated rehabilitation costs related to the August 4, 2014 Mount
Polley mine tailings dam breach. The provision incorporates the Company’s estimate of costs for rehabilitation, including
geotechnical investigations, environmental monitoring, community relations, communications and related corporate
support costs. The provision is based on the scope and timing of work as determined by the Company in consultation with
regulatory agencies and incorporates the risks associated with each activity. Changes in any of these factors can result in a
change to the provision for rehabilitation costs.
Income Taxes
In determining tax assets and liabilities and related tax expense management makes estimates of future taxable income,
tax rates, expected timing of reversals of existing temporary differences and the likelihood that tax returns as filed by the
Company will be assessed by taxation authorities as filed. Recoveries of deferred tax assets require management to assess
the likelihood that the Company will generate sufficient taxable income in future periods to recognize the deferred tax
assets. Estimates of future taxable income are based on forecast cash flows from operations and the application of existing
tax laws in each jurisdiction. To the extent that future cash flows and taxable income differ significantly from estimates, the
ability of the Company to realize the deferred tax assets could be impacted.
Share Based Compensation
The Company used the Black‐Scholes Option Pricing Model for valuation of share based compensation. This pricing model
requires the input of subjective assumptions including expected price volatility, interest rate and estimated forfeiture rate.
Changes in these assumptions can materially affect the fair value estimate of share based compensation and the related equity
accounts of the Company.
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RESULTS OF OPERATIONS FOR 2017 COMPARED TO 2016
This review of the results of operations should be read in conjunction with the audited Consolidated Financial Statements
of the Company for the years ended December 31, 2017 and December 31, 2016.
Overview
Revenues increased to $453.1 million in 2017 compared to $428.2 million in 2016, an increase of $24.9 million or 5.8%.
Variations in revenue are impacted by the timing and quantity of concentrate shipments, metal prices and exchange rates,
and period end revaluations of revenue attributed to concentrate shipments where copper and gold prices will settle at a
future date.
Net income for 2017 was $77.1 million ($0.82 per share) compared to net loss of $54.1 million ($0.66 per share) in 2016.
The majority of increase in net income of $131.2 million was primarily due to the following factors:
 Income from mine operations went from income of $27.9 million in 2016 to $19.5 million in 2017, a decrease in net income
of $8.4 million.
 Interest expense increased from $70.2 million in 2016 to $75.5 million in 2017, a decrease to net income of $5.3 million.
 Foreign exchange gain on current and non‐current debt went from a gain of $14.6 million in 2016 to a gain of $30.2 million
in 2017, an increase in net income of $15.6 million.
 Loss on derivative instruments went from a loss of $4.5 million in 2016 to $nil in 2017, an increase in net income of $4.5
million.
 Impairment on mineral properties went from $7.3 million in 2016 to $nil million in 2017, an increase in net income of $7.3
million.
 A gain on bargain purchase of Huckleberry and revaluation of equity investment in Huckleberry of $109.8 million in 2017
compared to $nil in 2016, an increase in net income of $109.8 million.
 The Company’s equity loss in Huckleberry went from loss of $11.3 million in 2016 to a loss of $0.6 million in 2017, an
increase in net income of $10.7 million.
 Rehabilitation costs of $5.8 million in 2017 compared to $nil in 2016, a decrease in net income of $5.8 million.
 An income and mining tax recovery of $10.6 million in 2017 compared to a recovery of $3.2 million in 2016, an increase
in net income of $7.4 million.
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Revenue
expressed in thousands of dollars, except quantity amounts

Revenue before revaluation
Revenue revaluation

expressed in thousands of dollars, except quantity amounts

Sales
Copper – 000’s pounds
Gold – ounces
Silver – ounces
Revenue
Copper
Gold
Silver
Corporate and Other
Total Revenue

Revenue
Copper
Gold
Silver
Corporate and Other
Total Revenue

2016

$423,825
4,393
$428,218

Year Ended December 31, 2017
Sterling
Mine
Total

Red Chris
Mine

Mount Polley
Mine

73,177
31,912
132,617

22,884
56,734
44,516

‐
200
‐

96,061
88,846
177,133

$240,215
47,959
903
289,077
‐
$289,077

$73,545
89,268
731
163,544
‐
$163,544

$ ‐
341
‐
341
‐
$341

$313,760
137,568
1,634
452,962
151
$453,113

Red Chris
Mine

Mount Polley
Mine

87,416
49,170
200,890

24,353
43,890
89,080

‐
536
‐

111,769
93,596
289,970

$218,681
72,790
3,846
295,317
‐
$295,317

$59,362
70,354
1,795
131,511
‐
$131,511

$ ‐
809
‐
809
‐
$809

$278,043
143,953
5,641
427,637
581
$428,218

expressed in thousands of dollars, except quantity amounts

Sales
Copper – 000’s pounds
Gold – ounces
Silver – ounces

2017

$437,872
15,241
$453,113

Year Ended December 31, 2016
Sterling
Mine
Total

During 2017, the Company sold 96.1 million pounds copper and 88,846 ounces gold compared to 111.8 million pounds
copper and 93,596 ounces gold in 2016. Total revenue during 2017 was $453.1 million compared to $428.2 million during
2016.
During 2017, the Company’s revenue was derived primarily from the sale of copper and gold in concentrate from the Red
Chris and Mount Polley mines. The Red Chris mine accounted for 63.8% and Mount Polley mine accounted for 36.1% of the
Company’s revenue in 2017. Copper accounted for 69.2% and gold accounted for 30.3% of the Company’s revenue in the
period.
The average London Metals Exchange cash settlement copper price in US$ was about 26.7% higher in 2017 than in 2016,
averaging US$2.80 per pound compared to US$2.21 per pound. The CDN Dollar strengthened by 2% compared to the US$
in 2017 over 2016. Factoring in the average exchange rate, the price of copper averaged CDN$3.63 per pound in 2017,
about 23.9% higher than 2016 average of CDN$2.93 per pound.
The London Metals Exchange cash settlement gold price per troy ounce averaged US$1,257 in 2017 compared to US$1,248
in 2016. Factoring in the average exchange rate, the price of gold averaged CDN$1,632 per ounce in 2017 about 13.9%
lower than 2016 average of CDN$1,655 per ounce.
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Cost of Sales
expressed in thousands of dollars

2017

2016

Operating expenses
Salaries, wages and benefits
Depletion and depreciation
Share based compensation

$262,078
89,829
81,338
390
$433,635

$238,273
79,906
81,060
1,054
$400,293

Cost of sales for 2017 were $433.6 million compared to $400.3 million in 2016, due to the following major factors:
• Red Chris mine operating expenses and salaries, wages and benefits for 2017 were $204.7 million compared to $200.6
million in 2016;
• Mount Polley mine operating expenses and salaries, wages and benefits for 2017 were $147.4 million compared to $116.8
million for 2016;
• Depletion and depreciation for the Red Chris and Mount Polley mines was $81.3 million in 2017 compared to $80.6 million
in 2016;
• Included in cost of sales for 2017 are inventory impairments to net realizable value of $9.0 million compared to $23.3
million in 2016.
General and Administration Costs
expressed in thousands of dollars

Administration
Share based compensation ‐ corporate
Depreciation – corporate assets
Foreign exchange (gain) loss – operations (excluding debt)

2017

$3,632
715
129
(217)
$4,259

2016

$3,468
1,673
327
995
$6,463

General and administration costs were $4.3 million in 2017 compared to $6.5 million in 2016. Administration costs remained
relatively steady; share based compensation costs decreased in 2017 due to a lower number of options outstanding which
still had vesting remaining on them; and there was a foreign exchange gain on operational items due to a favorable exchange
rate compared to a loss in 2016.
The average CDN$/US$ exchange rate for 2017 was 1.298 compared to 1.326 in 2016. Foreign exchange gains and losses
are attributable to holding US Dollar denominated cash, accounts receivable, and accounts payable. These net US Dollar
asset and liability balances are primarily the result of the activities at the Red Chris and Mount Polley mines.
Interest Expense
expressed in thousands of dollars

Interest on non‐current debt
Other interest

2017

2016

$67,987
7,536
$75,523

$65,301
4,941
$70,242

Interest expense is determined by a variety of factors including levels of non‐current debt, levels of short term debt on
concentrate advances, the interest rate on the debt and foreign exchange rates on interest incurred on US denominated
debt. Interest expense increased to $75.5 million in 2017 from $70.2 million in 2016, primarily as a result of the following:
• Interest expense on non‐current debt increased from $65.3 million in 2016 to $68.0 million in 2017 an increase of $2.7
million. This increase was primarily driven by higher interest rates paid on the Senior Credit Facility, including renewal
fees;
• Other interest increased from $4.9 million in 2016 to $7.5 million in 2017 an increase of $2.6 million. This increase was
primarily due to additional interest expense on other obligations in 2017 compared to 2016. The average balances
outstanding during 2017 were also higher than in 2016, which resulted to higher interest expense.
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Other Finance Income, Net
expressed in thousands of dollars

2017

Accretion of future site reclamation provisions
Foreign exchange gain on short term debt
Foreign exchange gain on non‐current debt
Fair value adjustment to marketable securities
Unrealized loss on derivative instruments

2016

$(2,310)
944
29,280
242
‐
28,156
166
$28,322

Interest income

$(925)
83
14,474
38
(4,470)
9,200
53
$9,253

Other net finance income totaled $28.3 million in 2017 compared to $9.3 million in 2016 with the income resulting primarily
from foreign exchange discussed below.
At December 31, 2017 the Company had US$ denominated debt of US$328.4 million compared to US$337.7 million at
December 31, 2016. Foreign exchange gains attributable to US denominated short and non‐current debt reflect the foreign
currency movement during the year and resulted in a $28.4 million gain on the senior notes in 2017 (2016‐$13.2 million
gain), $0.8 million gain on equipment loans in 2017 (2016‐$1.3 million loss) and a $0.9 million gain on short term debt in
2017 (2016‐$0.1 million gain).
Income and Mining Taxes Recovery
The reported income tax provision differs from the amounts computed by applying the Canadian federal and provincial
statutory rates to the loss before income taxes due to the following reasons:
expressed in thousands of dollars

December 31, 2017
Amount

Income (loss) before taxes
Income tax expense (recovery) thereon at statutory rates
Decrease (increase) resulting from:
Non‐deductible share based compensation
Non‐taxable gain on bargain purchase of Huckleberry
and revaluation of equity investment in Huckleberry
Share of loss in Huckleberry
Non‐taxable portion of foreign exchange gain
Non‐deductible (taxable) portion of loss (gain) on derivatives
Deferred income tax assets not recognized
Revisions to prior year estimates
Rate difference
B.C. mineral tax (recovery)
Other
Income and mining tax recovery
Current income and mining tax expense
Deferred income and mining tax recovery

$66,559
17,305
287
(28,553)
145
(3,192)
‐
1,267
315
2,193
(16)
(305)
$(10,554)
$2,064
(12,618)
$(10,554)

%

100.0
26.0

December 31, 2016
Amount

$(57,275)
(14,892)

0.4
(42.9)
0.2
(4.8)
‐
1.9
0.5
3.3
(0.0)
(0.5)
(15.9)

709
‐
2,950
(739)
581
5,405
113
‐
3,314
(636)
$(3,195)
$2,463
(5,658)
$(3,195)
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%

100.0
(26.0)
1.2
‐
5.2
(1.3)
1.0
9.4
0.2
‐
5.8
(1.1)
(5.6)

expressed in thousands of dollars

December 31
2017

Deferred income and mining tax (assets) and liabilities
Mineral properties
Mineral properties – mineral tax
Future tax deductions related to mineral properties
Debt component of convertible debentures
Other
Net operating tax losses carried forward(1)
Net deferred income and mining tax liabilities
(1)

December 31
2016

$187,780
8,668
‐
4,876
(1,016)
(130,854)
$69,454

$142,788
5,981
(15,992)
6,334
(867)
(70,321)
$67,923

The Company believes that it is probable that the results of future operations will generate sufficient taxable income to realize the
above noted deferred income tax assets.

As at December 31, 2017, the Company had net operating tax loss carry forwards in Canada of $486.8 million which can be
applied to reduce future Canadian taxable income and will expire between 2026 and 2037. In addition, the Company had
net operating tax loss carry forwards in the United States of US$19.2 million which can be applied to reduce future US
taxable income and will expire in 2031 to 2035.
The Company had the following temporary differences and unused tax losses at December 31, 2017 in respect of which no
deferred tax asset has been recognized:
expressed in thousands of dollars

Expiry 2027 and beyond
No expiry date

Mineral
Properties & Other

Tax Losses

Total

$ ‐
103,224
$103,224

$30,550
‐
$30,550

$30,550
103,224
$133,774

CAPITAL RISK MANAGEMENT
The Company manages its capital to ensure that it will be able to continue as a going concern while maximizing the return
to stakeholders through the optimization of the debt and equity balance. The Company’s overall strategy remains
unchanged from 2016.
The capital structure of the Company consists of non‐current debt and equity comprised of share capital, share option
reserve, equity component of convertible debentures, warrant reserve, currency translation adjustment and retained
earnings.
The Company is in compliance with the debt covenants related to its non‐current debt as at December 31, 2017.
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LIQUIDITY & CAPITAL RESOURCES AND FINANCING
At December 31, 2017, the Company had cash of $51.9 million, available capacity of $5.4 million for future draws under the
senior secured revolving credit facility, and a working capital deficiency of $238.3 million, which includes $213.9 million
current portion of debt; compared to cash of $14.3 million and a working capital deficiency of $89.1 million at December
31, 2016.
During the 2017 fiscal year the Company completed a number of transactions to improve liquidity. These include:
a)

The sale of Sterling gold mine property for cash proceeds of $13.6 million and other assets.

b) Extending the Senior Credit Facility and the Second Lien Credit Facility to October 1, 2018 and December 1, 2018,
respectively. Two of the four financial covenants were removed leaving only a Senior Debt to EBITDA covenant of 3.75:1
and a minimum liquidity covenant of $5.0 million.
c)

Closing a non‐brokered Private Placement with related parties, consisting of units of the Company raising gross
proceeds of $5.0 million to be used for general corporate purposes.
Under the Private Placement the Company issued 1,818,182 units (the “Units”) at a price of $2.75 per Unit. Each Unit
consists of one common share and one‐half of one transferable common share purchase warrant. Each whole warrant
entitles the holder to purchase, for a period of 24 months from the date of issue, one additional common share of the
Company at a price of $3.25 per share.

d) Entering into a new $10.0 million unsecured debt facility (“2017 LOC Loan Facility”) provided by a related party. The
2017 LOC Loan Facility bears interest at 12% per annum and matures on January 5, 2019. The 2017 LOC Loan Facility
may be used for general working capital purposes, including capital expenditures.
e) Amending or elected certain debt agreements such that from the respective next interest payment dates until January
1, 2019 the interest on the $75.0 million Junior Credit facility, all of the $115.0 million 2014 Convertible Debentures
and $27.9 million of the $30.0 million 2015 Convertible Debentures will be paid in shares of the Company, subject to
approval of the Toronto Stock Exchange.
f)

Establishing a bridge loan and extending the maturity to January 5, 2019 along with increasing the amount to $26.0
million.

g)

Completing a rights offering and issued a total of 19,080,978 common shares for net proceeds of approximately
$42.3 million. The Company issued a total of 16,119,049 common shares under basic subscription privileges in the
rights offering and a total of 2,961,929 common shares under additional subscription privileges. The Company used the
proceeds of the financing to improve its working capital and for general corporate purposes.

Credit Risk
The Company’s credit risk is limited to cash, trade and other receivables, and future site reclamation deposits in the ordinary
course of business. The credit risk of cash and future site reclamation deposits is mitigated by placing funds in financial
institutions with high credit quality.
The Company sells to a limited number of traders. These customers are large, well‐capitalized and diversified multinationals,
and credit risk is considered to be minimal. The balance of trade receivables owed to the Company in the ordinary course
of business is significant and the Company often utilizes short term debt facilities with customers to reduce the net credit
exposure.
From time to time the Company enters into derivative instruments with a number of counterparties to limit the amount of
credit risk associated with any one counterparty. The Company did not enter into any derivative instruments during the
year ended December 31, 2017.
Liquidity Risk
The Company has in place a rigorous planning and budgeting process to help determine the funds required to support the
Company’s normal operating requirements on an ongoing basis and its planned capital expenditures. The Company ensures
that in addition to cash balances there are sufficient committed credit facilities, including the advance payment facilities
with its customers, to provide cash necessary to meet projected cash requirements.
At December 31, 2017, the Company’s primary sources of credit are comprised of a $200.0 million senior secured revolving
credit facility, a $50.0 million second lien revolving loan credit facility, US$325.0 million senior unsecured notes, $145.0
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million face value of unsecured convertible debentures, a $75.0 million unsecured junior credit facility, a $26.0 million
Bridge loan facility, a $10.0 million LOC loan facility, and $18.0 million in secured equipment loans.
The Company’s $200.0 million senior secured revolving credit facility is due on October 1, 2018 and the second lien revolving
loan credit facility, which has been fully drawn, is due on December 1, 2018. At December 31, 2017, the Company has
drawn in cash $152.5 million ($0.2 million net of deferred financing costs) of the senior credit facility and utilized $42.1
million of the facility for letters of credit to secure reclamation bond obligations for a total usage of $194.6 million leaving
$5.4 million available for future draws.
At December 31, 2017, the provision for rehabilitation costs related to the Mount Polley mine tailings dam failure was $5.4
million (December 31, 2016‐$2.1 million). During 2016 the Company had received permits to resume normal operations
using the rebuilt tailings dam. While the precise costs of rehabilitation are unknown, the Company believes the costs can
be managed over time.
Cash balances on hand, the projected cash flow from the Red Chris and Mount Polley mines, as well as the available credit
facilities are expected to be sufficient to fund the working capital deficiency and the Company’s obligations as they come
due assuming the Company is able to successfully extend or refinance the Senior Credit Facility and the Second Lien Credit
Facility prior to their maturity in the fourth quarter of 2018. However, there are inherent risks related to the operation of
the Company’s mines which could require additional sources of financing. There can be no assurance that adequate
additional financing will be available on terms acceptable to the Company or at all, which creates a material uncertainty
that could have an adverse impact on the Company’s financial condition and results of operations.
The Company holds mineral properties and marketable securities. While these may be convertible to cash they are not
considered when assessing the Company’s liquidity as they are part of the risk management program of the Company, long‐
term strategic holdings, or are only convertible to cash over a longer time horizon if realizable values exceed management’s
assessment of fair value, respectively. Therefore, as part of the Company’s planning, budgeting and liquidity analysis
process, these items are not relied upon to provide operational liquidity.
Improvements to liquidity in 2017 compared to 2016 include the cash raised from the equity financing completed in
December 2017, the continuing optimization of Red Chris mine operations and the resumption of normal operations at the
Mount Polley mine in mid‐2016. In addition, improved copper prices in CDN dollar terms are also a positive factor however
this is mitigated somewhat by the requirement to repay the deferred trade payables
Liquidity risk is also impacted by credit risk should a counterparty default on its payments to the Company although the
Company considers this risk low as described in the Credit Risk section previously.
The Company had the following contractual obligations with respect to financial instruments as of December 31, 2017:
expressed in thousands of dollars

Trade and other payables
Other obligations
Current portion of
non‐current debt
Non‐current debt
Less future accretion and
unamortized finance cost
Total

Within 1 Year
$110,043
41,034

2 Years
$ ‐
15,263

3 Years
$ ‐
14,071

4 Years
$ ‐
2,142

5 years
$ ‐
‐

Total
$110,043
72,510

214,340
‐
365,417

‐
513,419
528,682

‐
115,967
130,038

‐
30,047
32,189

‐
‐
‐

214,340
659,433
1,056,326

(466)
$364,951

(2,871)
$525,811

(13,801)
$116,237

(4,257)
$27,932

‐
$ ‐
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(21,395)
$1,034,931

Liquidity and Working Capital Enhancements
Electricity Payment Deferral Plan
Commencing in March 2016 the Government of British Columbia provided assistance to copper and coal mines during
environments of low commodity prices. The mechanism for this assistance was completed in March 2016 when BC Hydro
received approval from the British Columbia Utilities Commission for a tariff supplement that allows a mining customer to
defer payment on up to 75% of the monthly electricity billing (the “Payment Plan”) depending on the average London
Metals Exchange (“LME”) settlement copper price converted to CDN Dollars at the Bank of Canada’s daily average closing
exchange rate. The period for calculating the copper price in CDN Dollars is the 30‐day period prior to the billing date on
the 15th of each month.
Interest on the deferred payment amounts is charged and added to the deferred payment balance at Bank Prime Rate plus
5%, except for the Huckleberry mine, which has a fixed interest rate of 12%.
The Payment Plan has a five year term with payment deferrals allowed only during the first two years. Repayments of
deferred amounts are required at up to 75% of the monthly electricity billing when the copper price exceeds CDN$3.40 per
pound. At a copper price of CDN$3.40 per pound there is no deferral or repayment. The maximum deferral of 75% is
available at a copper price of CDN$3.04 per pound or less and the maximum repayments are required at a copper price of
CDN$3.76 per pound or more.
Participation in the Payment Plan does not change mine operating costs and increases interest expense, however, it does
provide the Company with increased liquidity when copper prices are below CDN$3.40 per pound. Payment of any balance
under the Payment Plan is due at the end of the five year term.
Joining the Payment Plan was optional and in March 2016 the Red Chris, Mount Polley and Huckleberry mines joined the
Payment Plan with the resulting payment deferral plan being effective for the March 2016 electricity billings onwards. At
the maximum discount or maximum repayment of 75% the estimated monthly payment deferral or repayment for the Red
Chris, Mount Polley and Huckleberry mines would be approximately $2.1 million. Due to the CDN$ copper prices being
higher than CDN$3.40 per pound during the year, the deferred trade payables balance related to the Red Chris and Mount
Polley mines would have declined during the year however the Company extended repayment of some of those obligations.
The balances under the Payment Plan rose from $17.9 million at December 31, 2016 to $22.1 million at December 31, 2017,
which includes an increase of $5.1 million as a result of the acquisition of the Huckleberry mine.
Currency Risk
Financial instruments that impact the Company’s net income and comprehensive income due to currency fluctuations
include US$ denominated cash, accounts receivable, derivative instrument assets, reclamation deposits, trade and other
payables and debt. If the US$ had been 10% higher/lower and all other variables were held constant, net income and
comprehensive income for the year ended December 31, 2017 would have been higher/lower by $33.6 million.
Cash Flow
Cash flow was $88.4 million in 2017 compared to cash flow of $107.6 million in 2016.
Cash flow is a measure used by the Company to evaluate its performance, however, it is not a term recognized under IFRS
and may not be comparable to similar measures used by other companies. Cash flow is defined as cash flow from operations
before the net change in working capital balances, income and mining taxes, and interest paid. Refer to Cash Flow and Cash
Flow per share under Non‐IFRS financial measures for further details.
Working Capital
At December 31, 2017, the Company had cash of $51.9 million, $5.4 million undrawn on the Senior Credit Facility and a working
capital deficiency of $238.3 million, which includes $213.9 million current portion of debt, compared to a working capital
deficiency of $89.1 million at December 31, 2016, which included $18.8 million current portion of debt.
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Acquisition and Development of Mineral Properties
Acquisition and development of mineral properties totaled $92.9 million in 2017 compared to $150.5 million in 2016.
expressed in thousands of dollars

Capital and Development Expenditures
Red Chris
Mount Polley
Sterling
Other
Exploration Expenditures
Red Chris
Mount Polley
Sterling
Other

2017

2016

$57,783
27,030
6,966
5
91,784

$123,087
26,372
150
18
149,627

12
696
61
337
1,106
$92,890

35
363
146
326
870
$150,497

DERIVATIVE INSTRUMENTS
The Company had no derivative instruments for copper or gold at December 31, 2017 or at the date of this document.

DEBT AND OTHER OBLIGATIONS
At December 31, 2017 the Company’s current debt, net of unamortized deferred financing costs and accretion was
comprised of the following:
 A secured revolving senior credit facility of $200.0 million ‐ $193.7 million utilized comprised of $151.6 million drawn and
$42.1 million utilized for letters of credit related to reclamation bonding
 A secured revolving second lien credit facility of $50.0 million ‐$49.9 million (utilized)
 A variety of equipment loans denominated in both CDN$/US$ with a remaining balance of $12.3 million
Non‐Current Debt
At December 31, 2017, the Company’s non‐current debt, net of unamortized deferred financing costs and accretion was
comprised of the following:






An unsecured junior credit facility of $75.0 million
Senior unsecured notes ‐ $404.8 million (US$325.0 million)
Convertible debentures with a face value of $145.0 million ‐ $127.0 million (book value)
Bridge Loan ‐ $26.0 million
A variety of equipment loans denominated in both CDN$/US$ with a remaining balance of $5.7 million

During 2017, the Company had the following material transactions related to its debt:
 The Company extended the maturity date of the senior credit facility and the second lien credit facility to October 1, 2018
and December 1, 2018, respectively.
 Entered into a new $10.0 million unsecured debt facility provided by a related party. The 2017 LOC Loan Facility bears
interest at 12% per annum and matures on January 5, 2019. The 2017 LOC Loan Facility may be used for general working
capital purposes, including capital expenditures.
 Amended or elected certain debt agreements such that from December 31, 2017 until January 1, 2019 the interest on
the $75.0 million Junior Credit facility, all of the $115.0 million 2014 Convertible Debentures and $27.9 million of the
$30.0 million 2015 Convertible Debentures will be paid in shares of the Company, subject to approval of the Toronto
Stock Exchange.
 Established a bridge loan and extended the maturity to January 5, 2019 along with increasing the amount to $26.0 million.
Detailed disclosure on the Company’s non‐current debt including amounts owed, interest rates and security can be found
in Note 11 of the Consolidated Financial Statements.
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Financial Covenants
Giving effect to the covenant amendments on the senior credit facility and second lien credit facility, the Company has the
following financial covenants related to its various debt agreements:
 Minimum liquidity of $5.0 million
 Secured debt to EBITDA ratio
As at the date of this document the Company is in full compliance with all financial covenants under its debt agreements.
Copies of the agreements can be found on www.sedar.com.
Interest Rate Risk
The Company is exposed to interest rate risk on its outstanding borrowings. At December 31, 2017, about 30% of the
Company’s outstanding borrowings were at floating interest rates compared to December 31, 2016 when about 24% of the
Company’s outstanding borrowings were at floating interest rates. The Company monitors its exposure to interest rates
and is comfortable with its current exposure. The Company has not entered into any derivative contracts to manage this
risk.
If interest rates had been 100 basis points higher/lower on the Company’s floating rate debt and all other variables were
held constant, the amount of interest expense in the year ended December 31, 2017 would have increased/decreased by
$2.0 million.
Off‐Balance Sheet Arrangements
At December 31, 2017 the Company did not have any off‐balance sheet arrangements that have, or are reasonably likely to
have, a current or future effect on the results of operations or financial condition of the Company.
Other Price Risks
The Company is exposed to equity price risk arising from marketable securities. Marketable securities are classified as held
for trading because the Company intends to liquidate the marketable securities when market conditions are conducive to
a sale of these securities.
Fair Value Estimation
The fair value of financial instruments traded in active markets (such as marketable securities) is based on quoted market
prices at the statement of financial position date. The quoted market price used for financial assets held by the Company
is the current bid price. The fair value of derivative instrument assets and liabilities are determined by the counterparties
using standard valuation techniques for these derivative instruments.
The carrying value less impairment provision, if necessary, of trade and other receivables and trade and other payables are
assumed to approximate their fair values. Except for the Notes, management believes that the carrying value of remaining
non‐current and short term debt approximates fair value. At December 31, 2017 the fair value of the Notes is $381.2 million
(December 31, 2016‐$416.7 million) based on a quote received from dealers that trade the Notes.
IFRS 13 Fair Value Measurement requires disclosures about the inputs to fair value measurement, including their
classifications within a hierarchy that prioritizes the inputs to fair value measurement. The three levels of the fair value
hierarchy are:
Level 1 – unadjusted quoted prices in active markets for identical assets or liabilities; and
Level 2 – inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; and
Level 3 – inputs that are not based on observable market data.
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The fair value of the Company’s financial instruments has been classified within the fair value hierarchy as at December 31,
2017 as follows:
expressed in thousands of dollars

Financial assets
Cash
Marketable securities
Provisionally priced receivables
Future site reclamation deposits
Financial liabilities
Amounts owing on provisionally priced receivables

Level 1

Level 2

Total

$51,895
2,270
‐
14,319
68,484

‐
‐
18,537
‐
18,537

$51,895
2,270
18,537
14,319
87,021

‐
$68,484

(148)
$18,389

(148)
$86,873

SELECT QUARTERLY FINANCIAL INFORMATION
Unaudited ‐ expressed in thousands of dollars, except per share amounts, prices and exchange rates

Total revenues
Equity income (loss) in Huckleberry
Net income (loss)
Basic income (loss) per share (1)
Diluted income (loss) per share (1)
Adjusted net income (loss) (2) (3)
Adjusted net income (loss) per share(1) (2) (3)
Adjusted EBITDA (2)
Cash flow (2)
Cash flow per share (1) (2)
Average LME copper price/lb in US$
Average LME gold price/troy oz in US$
Average CDN/US$ exchange rate
Period end CDN/US$ exchange rate

December 31
2017
$140,466
$ ‐
$33,914
$0.36
$0.36
$536
$0.01
$44,141
$43,009
$0.46
$3.09
$1,275
$1.271
$1.255

September 30
2017
$90,157
$ ‐
$(2,129)
$(0.02)
$(0.02)
$(18,615)
$(0.20)
$16,275
$17,966
$0.19
$2.88
$1,278
$1.253
$1.248

Three Months Ended
June 30
March 31
2017
2017
$106,741
$115,749
$1,032
$(1,589)
$64,080
$(18,752)
$0.68
$(0.20)
$0.68
$(0.20)
$(22,251)
$(22,296)
$(0.23)
$(0.24)
$12,853
$15,188
$12,341
$15,065
$0.13
$0.16
$2.57
$2.65
$1,257
$1,219
$1.345
$1.323
$1.298
$1.332

Total revenues
Equity income (loss) in Huckleberry
Net income (loss)
Basic income (loss) per share (1)
Diluted income (loss) per share (1)
Adjusted net loss (2) (3)
Adjusted net loss per share(1) (2) (3)
Adjusted EBITDA (2)
Cash flow (2)
Cash flow per share (1) (2)
Average LME copper price/lb in US$
Average LME gold price/troy oz in US$
Average CDN/US$ exchange rate
Period end CDN/US$ exchange rate

December 31
2016
$78,125
$(3,326)
$(47,060)
$(0.57)
$(0.57)
$(30,690)
$(0.37)
$(441)
$(405)
$ ‐
$2.39
$1,218
$1.334
$1.343

September 30
2016
$97,108
$(2,346)
$(20,589)
$(0.25)
$(0.25)
$(20,038)
$(0.25)
$16,726
$18,244
$0.22
$2.17
$1,335
$1.305
$1.312

June 30
2016
$116,200
$(1,697)
$(4,160)
$(0.05)
$(0.05)
$(1,214)
$(0.01)
$40,488
$40,327
$0.49
$2.14
$1,259
$1.289
$1.301

March 31
2016
$136,785
$(3,976)
$17,729
$0.22
$0.22
$(4,842)
$(0.06)
$49,881
$49,425
$0.60
$2.12
$1,181
$1.375
$1.297

(1) The sum of the quarterly net income per share, adjusted net income per share and cash flow per share may not equal the annual total due to timing
of share issuances during the year.
(2) Refer to tables under heading Non‐IFRS Financial Measures for details of the calculation of these amounts.
(3) The adjusted net income (loss) of quarters prior to December 2016 have been adjusted to conform to the presentation adopted for the December
2016 quarter.
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The financial information for each of the most recently completed eight quarters has been prepared in accordance with IFRS
other than in respect of the non‐IFRS financial measures described in more detail under the heading Non‐IFRS Financial
Measures.
Variations in the quarterly results are impacted by three primary factors:
(a) Fluctuations in revenue are due to the timing of shipping schedules and quantities of copper and gold sold on each
ship, production volumes at the mines, changes in the price of copper, gold and the CDN$/US$ exchange rate.
(b) Fluctuations in net income are due to the revenue changes described above and realized and unrealized gains/losses
on derivative instruments based on movements in the reference item hedged, changes in foreign exchange rates on
US$ denominated debt, changes in production cost inputs and changes in tax rates and in 2017 the gain on bargain
purchase of Huckleberry and revaluation of equity investment in Huckleberry.
In addition to the variations in quarterly results caused by the primary factors discussed above the following periods had
non‐recurring transactions that further impacted net income:
(a) The net income in the March 2016 quarter was primarily due to the continued increase in production at the Red Chris
mine and the Mount Polley mine being operated at closer to nameplate capacity and included foreign exchange gains
on current and non‐current debt of $30.7 million on revaluation of the Company’s US$ denominated debt and net
unrealized and realized losses of $7.3 million related to derivative instruments.
(b) The net loss in the June 2016 quarter was primarily due to an increase in finance costs which were $18.4 million in the
June 2016 quarter compared to finance income of $6.7 million in the March 2016 quarter and finance income of $1.7
million in the June 2015 quarter. Lower realized foreign exchange gains and lower amounts of interest expense
capitalized in the June 2016 quarter were the primary reasons for the increase in finance costs.
(c) The primary reason for the increase in net loss in the September 2016 quarter compared to the June and March 2016
quarters was a decrease in income from mine operations due to an increase in costs and decrease in grade leading to
lower sales volumes. The Company incurred a loss from mine operations of $2.1 million in the September 2016 quarter
compared to income from mine operations of $20.2 million in the June 2016 quarter and $20.3 million in the March
2016 quarter.
(d) The primary reasons for the increase in net loss in the December 2016 quarter compared to the September and June
2016 quarters was a decrease in revenues, higher costs of sales, higher interest and finance costs and an impairment
charge of $7.3 million on the Sterling mine. Revenues were lower as production was lower at both Red Chris and Mount
Polley mines due to the mining and treatment of lower grade ore in those periods. Other finance costs were higher as
the Company incurred higher foreign exchange losses on its non‐current debt in the December quarter compared to
the September and June quarters.
(e) The primary reasons for the large increase in net income in the June 2017 quarter compared to the December 2016
quarter was largely due to the $74.8 million gain on bargain purchase that was recognized by the Company on the
acquisition of the remaining 50% share of Huckleberry. Revenues were lower as production was lower at both Red Chris
and Mount Polley mines due to the mining and treatment of lower grade ore in those periods.
(f) The primary reason for loss in the September 2017 quarter compared to the June 2017 quarter was that there was a
$74.8 million gain on bargain purchase that was recognized in the second quarter of 2017. However, that was slightly
off set by a foreign exchange gain relating to the Company’s US denominated debt in the September 2017 quarter
compared to the June 2017 quarter.
(g) The primary reasons for the increase in net income in the December 2017 quarter compared to the September 2017
quarter was due to higher production at both Red Chris and Mount Polley which led to higher revenues of
approximately $50.3 million. There was also an additional $35.0 million recognized on the initially estimated $74.8
million gain on the bargain purchase of Huckleberry and revaluation of equity investment in Huckleberry after
finalization of the fair values during the last quarter of 2017.
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FOURTH QUARTER RESULTS
Revenue in the fourth quarter of 2017 was $140.5 million compared to $78.1 million in 2016. Sales revenue is recorded
when title for concentrate is transferred on ship loading. Variations in revenue are impacted by the timing and quantity of
concentrate shipments, metal prices and exchange rates, and period end revaluations of revenue attributed to concentrate
shipments where copper and gold prices will settle at a future date.
The Company recorded a net income of $33.9 million ($0.36 per share) in the fourth quarter of 2017 compared to net loss of
$47.1 million ($0.57 per share) in the prior year quarter. There was also an additional $35.0 million of the net income in the
fourth quarter of 2017 related to the finalization of the gain on bargain purchase of Huckleberry and revaluation of equity
investment in Huckleberry.
Expenditures for exploration and ongoing capital projects at Mount Polley, Red Chris and Huckleberry totaled $17.3 million
during the three months ended December 31, 2017 compared to the expenditures for exploration and ongoing capital
projects at Mount Polley, Red Chris and Sterling which totaled $88.3 million in the 2016 comparative quarter. The fourth
quarter of 2016 included $57.2 million for the Company’s share of construction of the Northwest Transmission Line that it
was obligated to reimburse to BC Hydro.

RELATED PARTY TRANSACTIONS
Corporate
The Company incurred the transactions and balances noted below in the normal course of operations. Expenses have been
measured at the fair value which is determined on a cost recovery basis. Related party transactions and balances with N.
Murray Edwards, a significant shareholder, companies controlled by N. Murray Edwards including Edco Capital Corporation
(“Edco”), companies in which directors are owners, and with directors and officers are as follows:
Statement of Income
expressed in thousands of dollars

Loan guarantee fee for guarantee of second lien credit facility
Interest expense

2017

2016

(a)
(e)

$1,814
$16,359

$1,284
$15,916

2017

2016

(e)
(b)
(c)
(d)(f)
(h)
(i)
(g)

$5,088
$75,000
$66,865
$59,000
$13,000
$310
$138

$3,326
$75,000
$71,556
$59,000
$ ‐
$ ‐
$ ‐

Statement of Financial Position
expressed in thousands of dollars

Accrued interest on senior unsecured notes and convertible debentures
Junior Credit Facility
Senior unsecured notes (US$53,300)
Convertible Debentures
Bridge Loan
Share issue expenses (backstop fees)
Deferred Financing fees for debt

(a) The loan guarantee fee is related to the guarantee by Edco of the second lien credit facility which provided additional liquidity for the
commissioning of the Red Chris mine.
(b) The $75.0 million junior credit facility from N. Murray Edwards was used to fund any cost overruns at the Red Chris mine and for general
working capital purposes.
(c) N. Murray Edwards, directors and officers hold US$53.3 million of the US$325.0 million senior unsecured notes offering which closed in March
2014 and provided part of the long term financing for the Red Chris mine.
(d) N. Murray Edwards holds $40.0 million of the $115.0 million 2014 convertible debentures which provided funding for completing and
commissioning the Red Chris mine, remediating the effects of the Mount Polley Breach, and for ongoing operations.
(e) Interest expense is related to the senior unsecured notes, the junior credit facility, convertible debentures and on factored accounts
receivables and related financing transactions.
(f) N. Murray Edwards and directors hold $19.0 million of the $30.0 million 2015 convertible debenture which closed on August 24, 2015.
(g) The loan commitment fees paid in 2017 were to companies controlled by N. Murray Edwards which relate to the $10.0 million 2017 LOC and
$13.0 million of the $26.0 million bridge loan.
(h) $13.0 million portion of the $26.0 million Bridge Loan held by a company controlled by N. Murray Edwards.
(i) Backstop fee paid to N. Murray Edwards in relation to the rights offering.
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The Company incurred the above transactions and balances in the normal course of operations. Expenses have been measured
at the fair value which is determined on a cost recovery basis.
Additional details on related party transactions can be found in Note 22 to the audited Consolidated Financial Statements for
the year ended December 31, 2017.
Disclosure Controls and Procedures
Disclosure controls and procedures are designed to provide reasonable assurance that all relevant information is gathered and
reported on a timely basis to senior management, so that appropriate decisions can be made regarding public disclosure. As at
the end of the period covered by this MD&A, management evaluated the effectiveness of the Company’s disclosure controls
and procedures as required by Canadian securities laws.
Based on that evaluation, management has concluded that, as of the end of the period covered by this MD&A, the disclosure
controls were effective to provide reasonable assurance that information required to be disclosed in the Company’s annual
filings and interim filings (as such terms are defined under National Instrument 52‐109 – Certification of Disclosure in Issuers’
Annual and Interim Filings) and other reports filed or submitted under Canadian securities laws is recorded, processed,
summarized and reported within the time periods specified by those laws, and that material information is accumulated and
communicated to management as appropriate to allow timely decisions regarding required disclosure.
Internal Controls and Procedures
The Company's management is responsible for establishing and maintaining adequate internal control over financial reporting
and disclosure controls and procedures. The Company’s internal control system over financial reporting is designed to provide
reasonable assurance to management and the Board of Directors regarding the preparation and fair presentation of published
financial statements in accordance with IFRS. The Company’s internal control over financial reporting includes policies and
procedures that:
(1) pertain to the maintenance of records that accurately and fairly reflect, in reasonable detail, the transactions and
dispositions of the assets of the Company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements
in accordance with IFRS, and that receipts and expenditures of the Company are being made only in accordance with
authorizations of management and directors of the Company; and
(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition
of the Company’s assets that could have a material effect on the Company’s consolidated financial statements.
The Company’s management, under the supervision of the Chief Executive Officer and the Chief Financial Officer, assessed the
effectiveness of the Company’s internal control over financial reporting as at December 31, 2015. In making this assessment,
management used the criteria set forth in the Internal Control‐Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission. Based on this assessment, management has concluded that, as of
December 31, 2017, the Company’s internal control over financial reporting were effective. There have been no changes in the
Company’s internal controls over financial reporting and disclosure controls and procedures during the 2016 financial year that
have materially affected, or are reasonably likely to materially affect, internal control over financial reporting and disclosure.
Limitations on Controls and Procedures
In accordance with National Instrument 52‐109, a company may limit its certification of design of disclosures and procedures
and internal control over financial reporting to exclude the controls, policies and procedures of a business that it acquired not
more than 365 days before the end of the relevant financial period (i.e. not more than 365 days before December 31, 2017).
The Company’s management, with the participation of the CEO and the CFO, has limited the scope of the design of the
Company’s disclosure controls and procedures and internal control over financial reporting to exclude controls, policies and
procedures at Huckleberry which was acquired on April 28, 2017.

The Company’s management believes that any disclosure controls and procedures or internal controls over financial reporting,
no matter how well designed and operated, can only provide reasonable and not absolute assurance that the objectives of the
control system are met. Therefore, even those systems determined effective cannot provide absolute assurance that all control
issues and instances of fraud within the Company, if any, have been prevented or detected.
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Contingent Liabilities
The Company is from time to time involved in various claims and legal proceedings arising in the conduct of its business. In
the opinion of management, none of these matters will have a material effect on the Company’s condensed consolidated
interim financial position or financial performance.
At December 31, 2017 the Company has a provision of $5.3 million for future rehabilitation activities related to the Mount
Polley Breach. The provision for rehabilitation contains significant estimates and judgments about the scope, timing and
cost of the work that will be required and is subject to revision in the future as further information becomes available to
the Company.
During the third quarter of 2014, a securities class action lawsuit was filed against the Company and certain of its directors,
officers and others in the Ontario Superior Court of Justice in Toronto (the Claim). The Company has engaged independent
legal counsel to advise it on this matter. At this time the Company cannot predict the outcome of the Claim or determine
the amount of any potential losses and accordingly, no provision has been made as of December 31, 2017. However, the
Company is of the view that the allegations contained in the Claim are without merit and intends to vigorously defend its
position.

RISK FACTORS
The Company’s business involves a high degree of risk. You should carefully consider the risks described below and all of the
information contained in this MD&A and the audited Consolidated Financial Statements of the Company. The risks and
uncertainties described below are not the only risks and uncertainties that we face. Additional risks and uncertainties not
presently known to us or that we currently deem immaterial may also impair our business operations. If any of those risks
actually occurs, our business, financial condition, results of operations and cash flow would suffer. The risks discussed below
also include forward‐looking statements, and our actual results may differ substantially from those discussed in these forward‐
looking statements. See Forward‐Looking Statements and Risks Notice.
There are material risks and uncertainties associated with rehabilitation activities resulting from the Mount Polley Breach
which may adversely affect our business.
The Mount Polley Breach resulted in loss of production from the mine, the primary source of cash flow for the Company, for a
significant period and necessitated extensive response and rehabilitation activities. The Company may not receive approvals
and consents necessary to proceed with the remaining rehabilitation plans in a timely manner. The timing and amount of the
remaining costs and the liabilities relating to the Mount Polley Breach are as yet unknown, as is the actual timing of completion
of rehabilitation activities. Furthermore, there may be unforeseen or long term environmental consequences as a result of the
Mount Polley Breach.
It is also unknown at this time whether the Company may become subject to regulatory charges or claims, fines and penalties
or the potential quantum thereof. The Company may be unsuccessful in defending against any material legal claims that may
arise from the Mount Polley Breach, and current sources of funds may be insufficient to fund liabilities arising from the
aforementioned charges or claims. Any additional financing that may be required may not be available to the Company on terms
acceptable to the Company or at all.
Mining is inherently dangerous and subject to conditions or events beyond our control, which could have a material
adverse effect on our business.
The business of exploring for and producing minerals is inherently risky. Few properties that are explored are ultimately
developed into producing mines. Mineral properties are often non‐productive for reasons that cannot be anticipated in advance.
Title claims can impact the exploration, development, operation and sale of any natural resource project. Availability of skilled
people, equipment and infrastructure (including roads, ports and power supply) can constrain the timely development of a
mineral deposit. Even after the commencement of mining operations, such operations may be subject to risks and hazards,
including environmental hazards, industrial accidents, metallurgical and other processing and performance problems, unusual
or unexpected geological conditions, ground control problems, periodic interruptions due to inclement or hazardous weather
conditions, including as a result of climate change 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 may not be available to the Company (including certain liabilities for environmental
pollution or other hazards) or to other companies within the industry. In addition, the Company may elect not to insure against
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certain hazards where insurance coverage may not continue to be available at economically feasible premiums, or at all. These
risks could result in damage to, or destruction of, mineral properties or production facilities, personal injury or death,
environmental damage to our properties or the properties of others, delays in mining, increased production costs, monetary
losses and possible legal liability. Losses from these events may cause us to incur significant costs that would materially adversely
affect our business, results of operations, financial condition and cash flows.
Changes in the price of base and precious metals in the world markets, which can fluctuate widely, could adversely affect
our business, results of operations, financial condition and cash flows.
The results of the Company’s operations are significantly affected by the market price of base and precious metals 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, speculative activities, 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, counterparty risks, liquidity issues with funding margin calls to cover mark to market losses and
production interruption events.
In addition to adversely affecting our reserve estimates and our financial condition, declining metal prices can impact operations
by requiring a reassessment of the feasibility of a particular project. Such a reassessment may be the result of a management
decision or may be required under financing arrangements related to a particular project. Even if a project is ultimately
determined to be economically viable, the need to conduct such a reassessment may cause substantial delays or may interrupt
operations until the reassessment can be completed.
General economic conditions or changes in consumption patterns may adversely affect our growth and profitability.
The copper market is volatile and cyclical, and consumption of copper is influenced by global economic growth, trends in
industrial production, conditions in the housing and automotive industries and economic growth in China, which is the largest
consumer of refined copper in the world. Should demand weaken and consumption patterns change (in particular, if consumers
seek out cheaper substitute materials), the price of copper could be adversely affected, which could negatively affect our results
of operations.
Many industries, including the copper mining industry, can be adversely impacted by market conditions. A downturn in the
financial markets or other economic conditions, including, but not limited to, consumer spending, employment rates, business
conditions, inflation, fuel and energy costs, consumer debt levels, lack of available credit, the state of the financial markets,
interest rates, and tax rates could adversely affect our growth and profitability. Specifically:
• a reduction of the base‐metal prices could impact the cost and availability of debt or equity financing and our overall liquidity
and, further, the availability of financing on terms favourable to us;
• as China consumes a significant amount of global copper production, the overall state of the Chinese economy, including
credit/lending levels, fluctuations in inflation and interest rates and fiscal policy, could have an impact on global demand for
copper, thereby potentially affecting copper prices realized by the Company;
• the volatility of metal prices would impact our revenues, profits, losses and cash flows; and
• volatile energy prices, commodity and consumables prices and currency exchange rates would impact our production costs.
Any of these factors would adversely affect our business, results of operations, financial condition and cash flows.
We may be adversely affected by the availability and cost of key inputs.
Our competitive position depends on our ability to control operating costs. The cost structure of each operation is based on the
location, grade and nature of the mineral deposit, and the management skills at each site as well as the price of labour, electricity,
fuel, steel, chemicals, blasting materials, transportation and shipping and other cost components. If such supplies become
unavailable or their cost increases significantly, the profitability of our mines would be impacted and operations at our mines
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could be interrupted or halted resulting in a significant adverse impact on our financial condition. Our management prepares its
cost and production guidance and other forecasts based on its review of current and estimated future costs, and management
assumes that the materials and supplies required for operations will be available for purchase. Lack of supply or increased costs
for any of these inputs would decrease productivity, reduce the profitability of our mines, and potentially result in us suspending
operations at our mines.
Many of our costs are driven by supply and market demand. For example, the cost of local materials, like cement, explosives
and electricity, will vary based on demand. Our main cost drivers include the cost of labour plus consumables such as electricity,
fuel and steel. Wages can be affected by inflation and currency exchange rates and by the shortage of experienced human
resources. The costs of fuel and steel are driven by global market supply and demand. In recent years, the mining industry has
been impacted by increased worldwide demand for critical resources such as input commodities, drilling equipment, tires and
skilled labour, and these shortages may cause unanticipated cost increases and delays in delivery times, thereby impacting
operating costs, capital expenditures and production schedules.
Concentrate treatment charges and transportation costs are also a significant component of operating costs. Concentrate
treatment and refining charges have been volatile in recent years. We are dependent on third parties for rail, truck and maritime
services to transport our products, and contract disputes, demurrage charges, rail and port capacity issues, availability of vessels,
weather and climate and other factors can have a material adverse impact on our ability to transport our products according to
schedules and contractual commitments.
Our operations, by their nature, use large amounts of electricity and energy. Energy prices can be affected by numerous factors
beyond our control, including global and regional supply and demand, political and economic conditions, and applicable
regulatory regimes. The prices of various sources of energy may increase significantly from current levels. An increase in
electricity and energy prices could negatively affect our business, financial condition, liquidity and results of operations.
Increases in these costs would have an adverse impact on our results of operations and would adversely affect our business,
results of operations, financial condition and cash flows.
We may be unable to compete successfully with other mining companies.
The mining industry is competitive in all of its phases. We face strong competition from other mining companies in connection
with the acquisition of properties producing, or capable of producing, metals. Many of these companies have greater financial
resources, operational experience and technical capabilities and a longer operating history than us. We may also encounter
increasing competition from other mining companies in our efforts to hire experienced mining professionals. In addition,
competition for exploration resources at all levels is very intense. Increased competition could adversely affect our ability to
attract necessary capital funding, to acquire it on acceptable terms, or to acquire suitable producing properties or prospects for
mineral exploration in the future. At certain times when copper prices increase, such increase encourages increases in mining
exploration, development and construction activities, which can result in increased demand for and cost of contract exploration,
development and construction services and equipment.
Increased demand for and cost of services and equipment could cause project costs to increase materially, resulting in delays if
services or equipment cannot be obtained in a timely manner due to inadequate availability, and increased potential for
scheduling difficulties and cost increases due to the need to coordinate the availability of services or equipment. Any of these
outcomes could materially increase project exploration, development or construction costs, result in project delays, or both. As
a result of this competition, we may be unable to maintain or acquire attractive mining properties or attract better or more
qualified employees, which would adversely affect our business, results of operations, financial condition and cash flows.
We are dependent upon third party smelters for processing our products.
The Company is primarily a producer of concentrates. These must be processed into metal by independent smelters under
concentrate sales agreements in order for the Company to be paid for its products. There can be no assurance or guarantee the
Company will be able to enter into concentrate sales agreements on terms that are favourable to the Company or at all.
We may become unable to access our markets due to trade barriers.
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.
Undue reliance should not be placed on estimates of reserves and resources, since these estimates are subject to
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numerous uncertainties and may be revised. Our actual reserves could be lower than such estimates, which could
adversely affect our operating results, financial condition and cash flows.
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 standards. Mineral resources are concentrations or occurrences of
minerals that are judged to have reasonable prospects for economic extraction, but for which the economics of 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 mineral
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 mineral resources may be material.
In addition, short term operating factors relating to mineral reserves, such as the need for orderly development of mineral
deposits 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.
The volume and grade of reserves we actually recover, and rates of production from our current mineral reserves, may be less
than estimates of the reserves. Short‐term operating factors relating to the mineral reserves, such as the need for orderly
development of the deposits or the processing of new or different grades, may cause the mining operation to be unprofitable
in any particular accounting period and may also prompt us to modify mineral reserves estimates. There can be no assurance
that the indicated amount of reserve will be recovered or that it will be recovered at prices we have assumed in determining
the mineral reserves. Fluctuations in the market price of copper, gold and other metals, changing exchange rates and operating
and capital costs may make it uneconomical to mine certain mineral reserves in the future.
Reserve estimates can be uncertain because they are based on limited sampling. As we gain more knowledge and
understanding of the deposit through on‐going exploration and mining activity, the reserve estimate may change
significantly, either positively or negatively.
Due to the uncertainty which are attached to inferred mineral resources, there is no assurance that inferred mineral resources
will be upgraded to proven and probable mineral reserves as a result of continued exploration.
Cautionary notice regarding mineral reserve and mineral resource estimates.
Disclosure of mineral reserve and mineral resource classification terms and certain mineral resource estimates that are made in
accordance with Canadian National Instrument 43‐101‐Standards of Disclosure for Mineral Projects (“NI43‐101”). NI43‐101 is a
rule developed by the Canadian Securities Administrators (CSA) that establishes standards for all public disclosure an issuer
makes of scientific and technical information concerning mineral projects. Unless otherwise indicated, all reserve and resource
estimates have been prepared in accordance with NI43‐101. These standards differ significantly from the mineral reserve
disclosure requirements of the Securities and Exchange Commission (“SEC”) set out in Industry Guide 7. Consequently, the
Company’s mineral reserve and resource information is not comparable to similar information that would generally be disclosed
by U.S. companies in accordance with the rules of the SEC.
Terms mineral resources, measured mineral resources, indicated mineral resources and inferred mineral resources comply with
the reporting standards in Canada. Further, inferred mineral resources have a great amount of uncertainty as to their existence
and as to whether they can be mined legally or economically. Therefore, investors are also cautioned not to assume that all or
any part of an inferred resource exists. In accordance with Canadian rules, estimates of inferred mineral resources cannot form
the basis of feasibility or pre‐feasibility studies. It cannot be assumed that all or any part of mineral resources, measured mineral
resources, indicated mineral resources or inferred mineral resources will ever be upgraded to a higher category. Investors are
cautioned not to assume that any part of the reported mineral resources, measured mineral resources, indicated mineral
resources or inferred mineral resources is economically or legally mineable.
Our production estimates may be materially different from actual production, which would adversely affect our business,
results of operations, financial condition and cash flows.
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Our actual production could be different for a variety of reasons, including:
• short‐term operating factors relating to the mineral reserves, such as the need for sequential development of mineral deposits
and the processing of new or different grades;
• risks and hazards associated with mining, including geotechnical issues such as pit slope stability at open pit operations and
structural issues at underground mines;
• the actual material mined could vary from estimates, with respect to grades and/or tonnage;
• mine failures;
• industrial accidents;
• natural phenomena such as inclement weather conditions, floods, droughts, rock slides and earthquakes;
• unusual or unexpected geological conditions;
• changes in power costs and potential power shortages;
• shortages of principal supplies needed for mining operations, including explosives, fuels, chemical reagents, water, equipment
parts and lubricants;
• plant and equipment failure;
• the inability to process certain types of ore;
• labour shortages or strikes;
• civil disobedience and protests; and
• restrictions or regulations imposed by government authorities or other changes in the regulatory environment applicable to
the mining industry.
There is no assurance that we will achieve our production estimates. Production estimates at newer operations such as our Red
Chris mine are particularly uncertain and subject to revision.
We must continually replace and expand our mineral reserves and mineral resources and the depletion of our mineral
reserves may not be offset by future discoveries or acquisitions of mineral reserves.
Mines have limited lives based on proven and probable mineral reserves. As a result, we must continually replace and expand
our mineral reserves. This is done by expanding known mineral reserves or by locating or acquiring new mineral deposits. There
is, however, a risk that depletion of reserves will not be offset by future discoveries of mineral reserves. The life‐of‐mine
estimates for each of our operating mines are based on our best estimate given the information available to us. These estimates
may not be correct. Our ability to maintain or increase our annual production of copper, gold and other metals depends in
significant part on our ability to find and/or acquire new mineral reserves and bring new mines into production, and to expand
mineral reserves at existing mines.
Exploration for minerals is highly speculative in nature and the projects involve many risks. Many projects are unsuccessful and
there are no assurances that current or future exploration programs will be successful. Further, significant costs are incurred to
establish mineral reserves and to construct mining and processing facilities. Development projects have no operating history
upon which to base estimates of future cash flow and are subject to the successful completion of feasibility studies, obtaining
necessary government permits, obtaining title or other land rights and availability of financing. In addition, assuming discovery
of an economic mineral deposit, depending on the type of mining operation involved, many years may elapse from the initial
phases of drilling until commercial operations are commenced. Accordingly, there can be no assurances that our current work
programs will result in any new commercial mining operations or yield new reserves to replace and/or expand current reserves.
Our exploration and development of new and existing mines may be unsuccessful.
Because the life of a mine is limited by its mineral reserves, we continually look for opportunities to replace and expand our
reserves by exploring existing properties and by looking for potential acquisitions of new properties or companies that own new
properties.
Exploration and development of mineral properties involves significant financial and operational risk. There is no assurance that
we will be successful in our efforts. Very few properties that are explored are later developed into an operating mine. Developing
a property involves many risks and unknowns, such as establishing mineral reserves by drilling, completion of feasibility studies,
obtaining and maintaining various permits and approvals from governmental authorities, constructing mining and processing
facilities, securing required surface or other land rights, finding or generating suitable sources of power and water, confirming
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the availability and suitability of appropriate local area infrastructure and developing it if needed, and obtaining adequate
financing. Substantial spending may be made on properties that are later abandoned due to a failure to satisfy any of such
factors.
The capital expenditures and timeline needed to develop a new mine are considerable and the economics of a project can be
affected by changes to them. Major expenses may be required to locate and establish mineral reserves, to develop metallurgical
processes and to construct mining and processing facilities at a particular site. Actual costs may increase significantly and
economic returns may differ materially from our estimates. Whether a mineral deposit will be commercially viable depends on
a number of factors, including, without limitation, the particular attributes of the deposit, such as size, grade and proximity to
infrastructure, metal prices, which fluctuate widely, and government regulations, including, without limitation, regulations
relating to prices, taxes, royalties, land tenure, land use, importing and exporting of minerals and environmental protection. We
may be unable to satisfactorily resolve fiscal and tax issues, or fail to obtain permits and approvals necessary to operate a project
so that the project may not proceed, either on the original timeline, or at all. New mining operations may experience unexpected
problems during start‐up, which can cause delays and require more capital than anticipated. The combination of these factors
may cause us to expend significant resources (financial and otherwise) on a property without receiving a return on investment
and could result in the Company being unsuccessful in developing new mines. This, in turn, would adversely affect our business,
results of operations, financial condition and cash flows.
Our indebtedness could adversely affect our financial condition and we may not be able to fulfil our obligations to our
debt holders.
After giving effect to the financing transactions between 2014 and 2017 consisting of the Senior Credit Facility, the Second Lien
Credit Facility, the 2014 and 2015 Convertible Debentures, the Junior Credit Facility, the Bridge Loan and the 2017 LOC Loan
Facility (collectively the “Credit Facilities”) and the senior unsecured notes (the “Notes”), the Company has a significant amount
of indebtedness.
Subject to the limits contained in the credit agreements that govern our Credit Facilities, the indenture that governs the Notes
and our other debt instruments, we may be able to incur substantial additional debt from time to time to finance working capital,
capital expenditures, investments or acquisitions or for other purposes. If we do so, the risks related to our level of indebtedness
could intensify. Specifically, a high level of indebtedness could have important consequences, including:
• making it more difficult for us to satisfy our obligations with respect to the Notes and our other debt;
• limiting our ability to obtain additional financing to fund future working capital, capital expenditures, acquisitions or other
general corporate requirements, or requiring us to make non‐strategic divestitures;
• requiring a substantial portion of our cash flows to be dedicated to debt service payments instead of other purposes, thereby
reducing the amount of cash flows available for working capital, capital expenditures, acquisitions and other general corporate
purposes;
• increasing our vulnerability to general adverse economic and industry conditions;
• limiting our flexibility in planning for and reacting to changes in the industry in which we compete;
• placing us at a disadvantage compared to other, less leveraged competitors; and
• increasing our cost of borrowing.
In addition, the indenture that governs the Notes and the agreements that govern our Credit Facilities and other debt contain
restrictive covenants that will limit our ability to engage in activities that may be in our long‐term best interest. Our failure to
comply with those covenants could result in an event of default which, if not cured or waived, could result in the acceleration of
all our debt.
We may not be able to generate sufficient cash to service all of our indebtedness and may be forced to take other actions
to satisfy our obligations under such indebtedness, which may not be successful.
Our ability to make scheduled payments on or refinance our debt obligations depends on our financial condition and operating
performance, which are subject to prevailing economic and competitive conditions and to certain financial, business, legislative,
regulatory and other factors beyond our control. We may be unable to maintain a level of cash flows from operating activities
sufficient to permit us to pay the principal, premium, if any, and interest on our indebtedness.
If our cash flows and capital resources are insufficient to fund our debt service obligations, we could face substantial liquidity
problems and could be forced to reduce or delay investments and capital expenditures or to dispose of material assets or
operations, seek additional debt or equity capital or restructure or refinance our indebtedness. We may not be able to effect
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any such alternative measures, if necessary, on commercially reasonable terms or at all and, even if successful, those alternatives
may not allow us to meet our scheduled debt service obligations. The agreements that govern our Credit Facilities and the
indenture that governs the Notes restricts our ability to dispose of assets and use the proceeds from those dispositions and may
also restrict our ability to raise debt or equity capital to be used to repay other indebtedness when it becomes due. We may not
be able to consummate those dispositions or to obtain proceeds in an amount sufficient to meet any debt service obligations
then due.
In addition, we conduct a substantial portion of our operations through our subsidiaries, most of which are guarantors of the
Notes or our other indebtedness. Accordingly, repayment of our indebtedness will be dependent in large measure on the
generation of cash flow by our subsidiaries and their ability to make such cash available to us, by dividend, debt repayment or
otherwise. Unless they are or become guarantors of the Notes, Credit Facilities or our other indebtedness, our subsidiaries do
not have any obligation to pay amounts due on the Notes, Credit Facilities or our other indebtedness or to make funds available
for that purpose. Our subsidiaries may not be able to, or may not be permitted to, make distributions to enable us to make
payments in respect of our indebtedness. Each subsidiary is a distinct legal entity, and, under certain circumstances, legal and
contractual restrictions may limit our ability to obtain cash from our subsidiaries. While the indenture that governs the Notes
and the agreements that govern Credit Facilities limit the ability of our subsidiaries to adopt restrictions on their ability to pay
dividends or make other intercompany payments to us, these limitations are subject to qualifications and exceptions. In the
event that we do not receive distributions from our subsidiaries, we may be unable to make required principal and interest
payments on our indebtedness.
Our inability to generate sufficient cash flows to satisfy our debt obligations, or to refinance our indebtedness on commercially
reasonable terms or at all, would materially and adversely affect our financial position and results of operations and our ability
to satisfy our obligations.
If we cannot make scheduled payments on our debt, we will be in default and our debt holders could declare all outstanding
principal and interest to be due and payable, causing a cross‐acceleration or cross‐default under certain of our other debt
agreements, if any, and we could be forced into bankruptcy, liquidation or restructuring proceedings.
Despite our significant level of indebtedness, we and our subsidiaries may still be able to incur substantially more debt,
which could exacerbate the risks to our financial condition described above.
We and our subsidiaries may be able to incur significant additional indebtedness in the future. Although the indenture that
governs the Notes and the agreements that govern Credit Facilities contain restrictions on the incurrence of additional
indebtedness, these restrictions are subject to a number of qualifications and exceptions, and the additional indebtedness
incurred in compliance with these restrictions could be substantial. These restrictions also will not prevent us from incurring
obligations that do not constitute indebtedness.
If additional indebtedness is added to our current debt levels, the related risks that we now face could intensify.
The terms of the agreements that govern our Credit Facilities and the indenture that governs the Notes restrict our
current and future operations, particularly our ability to respond to changes or to take certain actions.
The indenture that governs the Notes and the agreements that govern Credit Facilities contains a number of restrictive
covenants that impose significant operating and financial restrictions on us and may limit our ability to engage in acts that may
be in our long‐term best interest, including restrictions on our ability to:
• incur additional indebtedness and guarantee indebtedness;
• pay dividends or make other distributions or repurchase or redeem our capital stock;
• prepay, redeem or repurchase certain debt;
• make loans and investments;
• sell, transfer or otherwise dispose of assets;
• incur or permit to exist certain liens;
• enter into transactions with affiliates;
• enter into agreements restricting our subsidiaries’ ability to pay dividends; and
• consolidate, amalgamate, merge or sell all or substantially all of our assets.
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In addition, the financial covenants in the credit agreements that govern our Senior Credit Facility and the Second Lien Credit
Facility require us to maintain a specified financial ratio and satisfy a financial condition test. Our ability to meet the financial
ratio and financial condition test can be affected by events beyond our control, and we may be unable to meet them.
A breach of the covenants or restrictions under the indenture that governs the Notes or under the agreements that govern the
Credit Facilities or our other debt instruments from time to time could result in an event of default under the applicable
indebtedness. Such a default may allow the creditors to accelerate the related debt and may result in the acceleration of any
other debt to which a cross‐acceleration or cross‐default provision applies. In addition, an event of default under any one of the
Credit Facilities would permit the lenders under our Senior Credit Facility and Second Lien Credit Facility to terminate all
commitments to extend further credit under those facilities. Furthermore, if we were unable to repay the amounts due and
payable under our Senior Credit Facility, those lenders could proceed against the collateral granted to them to secure such
indebtedness. In the event our lenders or noteholders accelerate the repayment of our borrowings, the Company and its
subsidiaries may not have sufficient assets to repay that indebtedness. As a result of these restrictions, we may be:
• limited in how we conduct our business;
• unable to raise additional debt or equity financing to operate during general economic or business downturns; or
• unable to compete effectively or to take advantage of new business opportunities.
These restrictions may affect our ability to grow in accordance with our strategy. In addition, our financial results, our substantial
indebtedness and our credit ratings could adversely affect the availability and terms of our financing.
We may not be able to repurchase the Notes upon a change of control.
Upon the occurrence of specific kinds of change of control events, we will be required to offer to repurchase all outstanding
Notes at 101% of their principal amount, plus accrued and unpaid interest to the purchase date. Additionally, under the senior
credit facility, a change of control (as defined therein) constitutes an event of default that permits the lenders to accelerate the
maturity of borrowings under the credit agreement and the commitments to lend would terminate. The source of funds for any
purchase of the Notes and repayment of borrowings under our senior credit facility would be our available cash or cash
generated from our subsidiaries’ operations or other sources, including borrowings, sales of assets or sales of equity. We may
not be able to repurchase the Notes upon a change of control because we may not have sufficient financial resources to purchase
all of the debt securities that are tendered upon a change of control and repay any of our other indebtedness that may become
due. If we fail to repurchase the Notes in that circumstance, we will be in default under the indenture that governs the Notes.
We may require additional financing from third parties to fund any such purchases, and we may be unable to obtain financing
on satisfactory terms or at all. Further, our ability to repurchase the Notes may be limited by law. In order to avoid the obligations
to repurchase the Notes and events of default and potential breaches of the credit agreement that governs our senior credit
facility, we may have to avoid certain change of control transactions that would otherwise be beneficial to us.
In addition, some important corporate events, such as leveraged recapitalizations, may not, under the indenture governing the
Notes, constitute a “change of control” that would require us to repurchase the Notes, even though those corporate events
could increase the level of our indebtedness or otherwise adversely affect our capital structure, credit ratings or the value of the
Notes.
The exercise by the holders of Notes of their right to require us to repurchase the Notes pursuant to a change of control offer
could cause a default under the agreements governing our other indebtedness, including future agreements, even if the change
of control itself does not, due to the financial effect of such repurchases on us. In the event a change of control offer is required
to be made at a time when we are prohibited from purchasing Notes, we could attempt to refinance the borrowings that contain
such prohibitions. If we do not obtain a consent or repay those borrowings, we will remain prohibited from purchasing Notes.
In that case, our failure to purchase tendered Notes would constitute an event of default under the indenture which could, in
turn, constitute a default under our other indebtedness. Finally, our ability to pay cash to the holders of Notes upon a repurchase
may be limited by our then existing financial resources.
A lowering or withdrawal of the ratings assigned to our debt securities by rating agencies may increase our future
borrowing costs and reduce our access to capital.
Our debt currently has a non‐investment grade rating, and any rating assigned could be lowered or withdrawn entirely by a
rating agency if, in that rating agency’s judgment, future circumstances relating to the basis of the rating, such as adverse
changes, so warrant. Any future lowering of our ratings likely would make it more difficult or more expensive for us to obtain
additional debt financing.
Fluctuations in exchange rates may adversely affect our operating and capital costs.
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The Company’s operating results and cash flow are affected by changes in the CDN$ exchange rate relative to the currencies of
other countries, especially the US$. Exchange rate movements can have a significant impact on operating results as a significant
portion of the Company’s operating costs are incurred in CDN$ and most revenues are earned in US$. 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 counterparties to such contracts, which could have a material adverse
effect on the Company.
Changes in interest rates may adversely affect our operating and capital costs.
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 interest rate risk associated with that debt. There can be no assurance
that the Company will not be materially adversely affected 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
counterparties to such arrangements. Any such default could have a material adverse effect on the Company.
We may be adversely affected by loss of access to capital.
In general, mining is an extremely capital intensive business. Mining companies need significant amounts of ongoing capital to
maintain and improve existing operations, invest in large scale capital projects with long lead times, and manage uncertain
development and permitting timelines and the volatility associated with fluctuating metals and input prices. 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 dependent upon debt and equity financing to carry out its
exploration and development plans. Financial markets, including banking, debt and equity markets, can be extremely volatile
and can prevent us from gaining access to the capital required to maintain and grow our business. Failure to obtain, or difficulty
or delay in obtaining, requisite financing could result in delay of certain projects or postponement of further exploration,
assessment or development of certain properties or projects, and would adversely affect our business, results of operations,
financial condition and cash flows.
We are required to obtain government permits and comply with other government regulations to conduct operations.
Regulatory and permitting requirements have a significant impact on the Company’s mining operations and can have a material
and adverse effect on future cash flow, results of operations and financial condition. In order to conduct mineral exploration
and mining activities the Company must obtain or renew exploration or mining permits and licenses in accordance with the
relevant mining laws and regulations required by governmental authorities having jurisdiction over the mineral projects. There
is no guarantee that the Company will be granted the necessary permits and licenses, that they will be renewed, or that the
Company will be in a position to comply with all the conditions that are imposed. Mining is subject to potential risks and liabilities
associated with pollution and the disposal of waste from mineral exploration and mine operations. Costs related to discovery,
evaluation, planning, designing, developing, constructing, operating, closing and remediating mines and other facilities in
compliance with these laws and regulations are significant. In addition to environmental protection, applicable laws and
regulations govern employee health and safety. Not complying with these laws and regulations can result in enforcement actions
that may include corrective measures requiring capital expenditures, installation of additional equipment, remedial action and
changes to operating procedures resulting in additional costs and temporary or permanent shutdown of operations. The
Company may also be required to compensate those parties suffering loss or damage and may face civil or criminal fines or
penalties for violating certain laws or regulations. Changes to these laws and regulations in the future could have an adverse
effect on the Company’s cash flow, results of operations and financial condition.
We are subject to various risks related to environmental, health and safety and other forms of government regulation.
Our mining, processing, development and exploration activities are subject to extensive laws and regulations, which include
laws and regulations governing, among other things: the environment, climate change, employee health and safety, mine
development, mine operation, mine safety, mine closure and reclamation, exploration, prospecting, taxes, royalties, toxic
substances, waste disposal, land use, water use, land claims of local people and other matters. We require permits and approvals
from a variety of regulatory authorities for many aspects of mine development, operation, closure and reclamation. Additionally,
permits and approvals may be invalidated or subject to challenges after the date of issuance. Such acts could have a material
adverse impact on us, our operations or results.
The Company’s historical operations have generated chemical and metals depositions in the form of tailing ponds, rock waste
dumps, and heap leach pads. Our ability to obtain, maintain and renew permits and approvals and to successfully develop and
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operate mines may be adversely affected by real or perceived impacts associated with our activities or of other mining
companies that affect the environment, human health and safety.
No assurance can be given that new laws and regulations will not be enacted or that existing laws and regulations will not be
applied in a manner that could have an adverse effect on our financial position and results of operations. Any such amendments
to current laws, regulations and permits governing operations and activities of mining and exploration companies, or more
stringent implementation thereof, would have a material adverse impact on us, such as increases in exploration expenses,
capital expenditures or production costs or reduction in levels of production at producing properties, or could require
abandonment or delays in the development of new mining properties.
Failure to comply with any applicable laws, regulations or permitting requirements may result in enforcement actions against
us, including orders issued by regulatory or judicial authorities causing operations to cease or be curtailed, and may include
corrective measures requiring capital expenditures, installation of additional equipment, or remedial actions. We are exposed
to these potential liabilities through our current development projects and operations as well as operations that have been
closed or sold. For example, we could be required to compensate others for losses or damages from our mining activities; and
we could face civil or criminal fines or penalties imposed for violations of applicable laws or regulations. Any such regulatory or
judicial action could materially affect our operating costs and delay or curtail our operations. There can be no assurance that we
have been or will be at all times in compliance with all laws, regulations and permits, that compliance will not be challenged or
that the costs of complying with current and future environmental, health and safety laws, regulations and permits will not
materially or adversely affect our business, operations or results.
Certain of our assets are not wholly owned or are owned through joint ventures, and any disagreement or failure of
partners to meet obligations could have a material adverse effect on our results of operations and financial condition.
We hold a 50% interest in the Ruddock Creek property through our wholly owned subsidiaries. Mitsui Mining and Smelting Co.
Ltd. and Itochu Corporation hold the remaining 30% and 20% interest, respectively, through their respective wholly owned
subsidiaries, MK Mining Canada, Corporation and ICM Mining (Canada) Inc. Our interest in the Ruddock Creek property is subject
to the risks normally associated with the conduct of a joint venture. While we are the operator of the project, MK Mining Canada,
Corporation and ICM Mining (Canada) Inc. have approval rights for certain key decisions such as changes in share capital, merger,
amalgamation, dissolution of the joint venture, dividends or earning distributions, capital expenditure and operating budgets,
exploration budgets, financing and pledge of joint venture assets, suspension or cessation of operations, utilization of derivative
instruments, related party transactions, changes in operator or the projects of the joint venture, and hiring of key personnel.
In addition, our co‐investors or joint venture partners may have competing interests in our markets that could create conflict of
interest issues, and otherwise may have economic or business interests or goals that are inconsistent with our interests or goals
and may take actions contrary to our instructions, requests, policies or objectives.
Our co‐investors or joint venture partners, such as the ones described above, may have the right to veto any of these decisions
and this could therefore lead to a deadlock. The existence or occurrence of one or more of the following circumstances and
events could have a material adverse impact on our profitability or the viability of our interests in such assets, which could have
a material adverse impact on our future cash flows, earnings, results of operations and financial condition: (i) disagreement with
co‐investors or joint venture partners on how to develop and operate mines efficiently; (ii) inability of our co‐investors or joint
venture partners to meet their obligations; (iii) litigation with our co‐investors or joint venture partners regarding such assets or
(iv) failure of our co‐investors or joint venture partners to comply with applicable laws, rules or regulations.
We are not able to control the amounts of distributions the Ruddock Joint Venture may make to us.
The ability of the Ruddock Joint Venture to make distributions to us may be restricted by, among other things, the terms of each
of their governing documents. Accordingly, we are not able to control if and when, and the amount of distributions that the
Ruddock Joint Venture may make to us.
We face additional risks and uncertainties from past or future operations in foreign countries.
The Company operates 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 nationalization 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 unfavourable political climate may make it difficult for the Company
to obtain financing for projects in some countries.
We are, or may become, subject to regulatory investigations, claims, litigation and other proceedings, the outcome of
which may affect our business, results of operations, financial condition and cash flows.
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The nature of our business has and may continue to subject us from time to time to regulatory investigations, claims, lawsuits
and other proceedings and the Company may be involved in disputes with other parties in the future, which may result in
litigation. We cannot predict the outcome of any regulatory investigation, claims, litigation or other proceedings. Defence and
settlement costs may be substantial, even with respect to claims that have no merit. If we cannot resolve these disputes
favourably or successfully defend against any potential regulatory prosecution or other proceedings, our business, financial
condition, results of operations and future prospects may be materially adversely affected.
Mineral rights or surface rights to our properties could be challenged, and, if successful, such challenges would adversely
affect our business, results of operation, financial condition and cash flows.
The acquisition of title to mineral properties is a very detailed and time‐consuming process. Title to mineral concessions may be
disputed and title insurance is generally not available. There is no guarantee that title to any such properties will not be
challenged or impaired. Third parties may have valid claims underlying portions of our interest, including prior unregistered
liens, agreements, transfers or claims, including indigenous land claims, and title may be affected by, among other things,
undetected defects. As a result, we may be constrained in our ability to operate our properties or unable to enforce our rights
with respect to our properties. An impairment to or defect in our title to our properties would adversely affect our business,
results of operations, financial condition and cash flows.
We are dependent on transportation facilities, infrastructure and certain suppliers, a lack of which could impact our
production and development of projects.
Mining, processing, development and exploration activities depend, to one degree or another, on adequate infrastructure.
Reliable roads, bridges, power sources and water supply affect capital and operating costs and the completion of the
development of our projects. Unusual or infrequent weather phenomena, sabotage, community, government or other
interference in the maintenance or provision of such infrastructure in any of the jurisdictions in which we operate could
adversely affect our business, operations or results. Disruptions in the supply of products or services required for our activities
in any of the jurisdictions in which we operate would also adversely affect our business, results of operations, financial condition
and cash flows.
We depend on key management personnel and may not be able to attract and retain such persons in the future.
Our business is dependent on retaining the services of a small number of key personnel of the appropriate calibre as the business
develops. Our success is, and will continue to be to a significant extent, dependent on the expertise and experience of our
directors and senior management, and the loss of one or more of such persons could have a materially adverse effect on us. We
do not maintain any key man insurance with respect to any of our officers or directors.
We are subject to taxation risk.
We have operations and conduct business in a number of jurisdictions and are subject to the taxation laws of these jurisdictions.
These taxation laws are complicated and subject to changes and are subject to review and assessment in the ordinary course.
Any such changes in taxation law or reviews and assessments could result in higher taxes being payable by us which could
adversely affect our profitability and cash flows.
Our ability to repatriate funds from foreign subsidiaries may be limited, or we may incur tax payments when doing so.
Should we generate cash flow and profits from foreign subsidiaries, we may need to repatriate funds from those subsidiaries to
service our indebtedness or fulfil our business plans, in particular in relation to ongoing expenditures at our development assets.
We may not be able to repatriate funds, or we may incur tax payments or other costs when doing so, as a result of a change in
applicable law or tax requirements at local subsidiary levels or at the parent company level, which costs could be material.
Our directors may have interests that conflict with our interests.
Certain of our directors also serve as directors and/or officers of other companies involved in natural resource exploration and
development or with other companies with which we transact and consequently there exists the possibility for such directors
to be in a position of conflict. In all cases where directors have an interest in another resource company, such other companies
may also compete with us for the acquisition of mineral property rights. In the event that any such conflict of interest arises, a
director who has such a conflict will disclose the conflict to a meeting of our directors and will abstain from voting for or against
the approval of such participation or such terms. In appropriate cases, we will establish a special committee of independent
directors to review a matter in which directors, or management, may have a conflict.
Actual costs of reclamation are uncertain, and higher than expected costs could negatively impact our results of
operations and financial position.
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Our operations are subject to reclamation plans that establish our obligations to reclaim properties after minerals have been
mined from a site. These obligations represent significant future costs for us. Reclamation bonds or other forms of financial
assurance are often required to secure reclamation activities. Governing authorities require companies to periodically
recalculate the amount of a reclamation bond and may require bond amounts to be increased. It may be necessary to revise the
planned reclamation expenditures and the operating plan for the mine in order to fund an increase to a reclamation bond.
Reclamation bonds represent only a portion of the total amount of money that will be spent on reclamation over the life of a
mine operation. The actual costs of reclamation set out in mine plans are estimates only and may not represent the actual
amounts that will be required to complete all reclamation activity. If actual costs are significantly higher than our estimates, then
our results from operations and financial position could be materially adversely affected.
Asset carrying values are evaluated quarterly and may be subject to write downs.
At each quarter end we undertake an evaluation of our portfolio of producing mines, development projects, exploration and
other assets to determine whether indication of impairment exists. Where an indication of impairment exists for post feasibility
exploration properties, producing properties and plant and equipment, the recoverability of the carrying values of our properties
are assessed by comparing carrying values to estimated future net cash flows from each property.
Factors which may affect carrying values include, but are not limited to, copper and gold prices, foreign exchange rates, capital
cost estimates, mining, processing and other operating costs, grade and metallurgical characteristics of ore, mine design and
timing of production. In the event of a prolonged period of depressed copper prices or in the event of other factors reducing
estimated future net cash flows from exploration and development properties, we may be required to take additional material
write downs of our exploration and development properties.
The review by management for impairment of the Company’s exploration and evaluation properties may be affected by the
timing of exploration work, funding priorities, work programs proposed and the exploration results achieved by the Company
and by others in the related area of interest.
The Company’s critical operating systems may be compromised.
Cyber threats have evolved in severity, frequency and sophistication in recent years, and target entities are no longer
primarily from the financial or retail sectors. Individuals engaging in cybercrime may target corruption of systems or data,
or theft of sensitive data. The Company’s mines and mills are automated and networked such that a cyber‐incident involving
the Company’s information systems and related infrastructure could negatively impact its operations. A corruption of the
Company’s financial or operational data or an operational disruption of its production infrastructure could, among other
potential impacts, result in: (i) loss of production or accidental discharge; (ii) expensive remediation efforts; (iii) distraction
of management; (iv) damage to the Company’s reputation or its relationship with suppliers and/or counterparties; or (v) in
events of noncompliance, which events could lead to regulatory fines or penalties. Any of the foregoing could have a
material adverse effect on the Company’s business, results of operations and financial condition.
While the Company invests in robust security systems to detect and block inappropriate or illegal access to its key systems
and works diligently to ensure data and system integrity, there can be no assurance that a critical system is not inadvertently
or intentionally breached and compromised. This may result in business interruption losses, equipment damage, or loss of
critical or sensitive information.
Our use of derivative contracts exposes us to risk of opportunity loss, mark to market accounting adjustments and
exposure to counterparty credit risk.
From time to time, we may enter into price risk management contracts to protect against fluctuations in the price of our
products, exchange rate movements, and changes in the price of fuel and other input costs. These contracts could include
forward sales or purchase contracts, futures contracts, precious metals streams, purchased put and call options and other
contracts. Any such use of forward or futures contracts can expose us to risk of an opportunity loss. The use of derivative
contracts may also result in significant mark to market accounting adjustments, which may have a material adverse impact on
our reported financial results. We are exposed to credit risk with contract counterparties, including, but not limited to, sales
contracts and derivative contracts. In the event of non‐performance by a customer in connection with a contract, we could be
exposed to a loss of value for that contract.
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OUTLOOK
This section contains forward‐looking information. See the Forward‐Looking Statements and Risks Notice.
Operations, Earnings and Cash Flow
The 2017 annual base and precious metals production from Red Chris and Mount Polley mines was 93.7 million pounds
copper and 81.4 thousand ounces gold. Metal production targets for 2018 are 89‐96 million pounds copper and 75‐80
thousand ounces gold. At December 31, 2017 the Company had not hedged any copper, gold or CDN$/US$ exchange.
Quarterly revenues will fluctuate depending on copper and gold prices, the CDN$/US$ exchange rate, and the timing of
concentrate sales, which is dependent on concentrate production and the availability and scheduling of transportation.
Exploration
Imperial has interests in various other early stage exploration properties, and sufficient work will be conducted to keep
these properties in good standing.
Development
At the Red Chris mine, additional mining equipment, including five 150 ton haul trucks from the Huckleberry mine and a
new electric powered hydraulic excavator, are being mobilized to increase the mining rate. The haul trucks have arrived at
site, and the excavator is expected to arrive during the second quarter of 2018. The increase in the mining rate to about
130,000 tonnes per day will provide for quicker access to the deeper higher grade portions of the Main and East zones.
Looking to the future at the Red Chris mine, preliminary engineering studies have been conducted to determine the
optimum method to mine the deep resource below the current designed pits. Based on this work, it appears that the best
method will be a block cave mining of the deep resource beneath both the East and Main pits. A drill program is being
developed that will provide information required to further advance the block cave studies.
At the Mount Polley mine, construction of a pipeline from the water treatment plant to the Quesnel Lake diffuser system
was completed at the end of November 2017. The treated water from the treatment plant will no longer be discharged into
Hazeltine Creek. On January 8, 2018, treated water began being discharged via the newly installed pipeline deep into
Quesnel Lake. The Mount Polley site has a positive water balance, and now has means of discharging excess site water.
Dredging of tailings in the Springer pit (deposited in the pit in 2015‐2016 to allow for restart of milling operations prior to
repair of the tailings storage facility) recently commenced. Once mining operations in the Cariboo pit are completed in mid‐
2018, Mount Polley will rely on low grade stockpiles to provide mill feed, until the dredging of the Springer pit is completed.
Dredging of the Springer pit is targeted to be complete around the end of the year.
During the second half of 2018, while low‐grade stockpiles are providing mill feed, mining operations are to be cut back to
minimal levels. When the dredging is complete, providing access to the bottom of the Springer pit, a return of mining
operations to normal levels is planned. At that point, the Springer pit will begin supplying mill feed to the concentrator.
South Springer is another area with potential to significantly increase the mineral resource. The mineralization is under the
saddle separating the Cariboo and Springer Phase 6 pits, which presents an ideal location for additional low stripping ratio
reserves, assuming planned drilling is positive. With the configuration of the Cariboo pit providing an excellent platform to
conduct an exploration drilling, follow up on the 2012 drilling is planned with a small exploration program to commence
during the second half of 2018.
At Huckleberry, a preliminary plan to reopen the mine has been developed and is under consideration for implementation
in 2019 if the copper price continues to strengthen in 2018.
Acquisitions
Management continues to evaluate potential acquisitions.
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