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Copper Mountain Mining Corporation is a
Canadian mining company listed on the Toronto
Stock Exchange. Copper Mountain’s flagship
asset is the 75% owned Copper Mountain
Mine, a long life, large-scale open pit copper/
gold operation located 300 km from the Port of
Vancouver in the mining friendly jurisdiction of
southern British Columbia. Mitsubishi Materials
Corporation, the Company’s strategic partner,
owns the remaining 25%.
Since completion of construction in the second
half of 2011, the Company has achieved strong
operating and financial performance. For
fiscal 2016, the Company completed thirteen
shipments of concentrate to Japan containing
approximately 82.7 million pounds of copper
for smelting and recorded revenues, net of
smelter charges and pricing adjustments, of
$278 million; $75.2 million in cash flow from
operations before working capital changes and
recorded adjusted EBITDA of $62.1 million.
The 7,300 hectare site has a large resource
of copper that remains open laterally and
at depth. The Copper Mountain Mine has a
NI 43-101 resource estimate of 5 billion
pounds of copper with precious metal credits.
Additional information is available on the
Company’s web page at www.CuMtn.com.

2016 Accomplishments

2017 Objectives

»» For the third consecutive year, received the Edward
Prior Safety Award from the Government of B.C.
for the safest mid-sized mine in the Province

»» Continue mine optimization to further strengthen
our operating base and balance sheet

»» Increased ore processing capabilities averaging
38,900 tpd in 2016 with an average of 41,200 tpd
during the fourth quarter, 17.7% above design
capacity of 35,000 tpd

»» Achieve production guidance of 75 to 85 million lbs
of copper
»» Achieve annual average mill throughput rate of
38,000 tpd

»» Achieved copper guidance with annual production
of 83 million lbs copper, 30,800 oz. gold and
291,900 oz. silver

»» Production to come from Pit 2 west area plus bring
higher grade ore to the mill in the second half of the
year from the Oriole deposit.

»» Minimized operating costs to maximize cash flow
resulting in $75.2 million in cash from operating
activity before working capital

»» Maintain a strong safety and environmental program

»» Strengthened the balance sheet, closing the year
with $31.4 million in cash, after $35 million in
principal and interest payments on loans

»» Commence exploration drill programs at the mine
site to increase the mineral resources
»» Evaluate opportunities that are accretive to the
Company

»» Drilling activities at mine site resulted in
confirmation of continuity of mineralization
west of Pit 2
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Letter To Shareholders

“By the year end 2016, we emerged as a mature,
efficient mining company, well positioned to
profit from improved metal prices which bodes
well for all stakeholders.”

Jim O’Rourke, P.Eng.
Chief Executive Officer

2016 was a pivotal year for Copper Mountain Mining in which
the Company set new production records, further increased
operational efficiencies and strengthened its balance sheet. A
year ago, the Company embarked on a rigorous and disciplined
program of sustainable cost reductions while continuing its focus
on increasing production. As a result, the Company entered 2016
stronger, more focused and better positioned to weather the
commodities’ downturn which saw the price of copper drop to
below US$2.00 per pound early in the year. Once again, the price
of copper was to test our commitment to weathering ongoing
volatility in the global commodities market. By year end 2016, we
emerged as a mature, highly leveraged, copper producer to profit
from improved metal prices with a sustainable contribution for all
stakeholders.
Today, I am very pleased to report that not only did the Company
successfully maintain and build upon our cost reduction programs,
we also undertook additional measures to further optimize production and ensure the ongoing strength of the Company’s balance
sheet, closing out fiscal year 2016 with $31.4 million in cash.
The 2016 gains in operational and financial performance, a
testament to the commitment and expertise of our management
and employees, were achieved within a volatile macroeconomic
environment with a deepening of the downturn in most
commodity markets. With a clear strategy focused on maximizing
shareholder value, the Company once again effectively reset
its cost base from total cash cost per pound of copper sold of
US$1.74 in 2015, down to US$1.54 per pound of copper sold in
2016. This represents approximately 11.5% year-over-year total
cash cost reduction, following on the back of 12% total cash
cost reductions achieved in 2015. In short, our team continued
to achieve outstanding operational performance without compromising safety and environmental targets.
New production records achieved at the Copper Mountain Mine
in 2016 strengthened the Company’s operating base and balance
sheet. The recent rise in copper price, a welcome change,
arrived at a point in time when the Company has successfully
optimized every aspect of its mining operations. In addition, gold
and silver production, which account for approximately 20% of
mine revenue, continued to provide strong by-product credits in
2016. We enter 2017 a mature mining company where optimized
production, coupled with a steady rise in the price of copper, bode
well for the Company.
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Annual Production
The Copper Mountain Mine produced 103 million pounds of copper
equivalent, including 83 million pounds of copper, 30,800 ounces
of gold, and 291,900 ounces of silver, during the 2016 fiscal year.
Copper production for the 2016 year was well into the positive range
of the Company’s 2016 guidance of 80 million pounds, plus or
minus 5%.
The mill averaged 92.1% operating time for the year and exited the
year with a strong average SAG mill throughput processing rate of
41,200 tonnes per day in the fourth quarter. During 2016, throughput
averaged 38,900 tonnes per day, which is 11.1% above design
capacity of 35,000 tonnes per day, and a 30% increase as compared
to the period prior to our secondary crusher expansion.
The secondary crusher, commissioned in the second half of 2014,
has proven to be a game changer in confirming sustainable gains in
mill throughput. In 2016, mine site unit costs per tonne milled were
reduced by 12.8% as compared to 2015, which is reflective of higher
throughput rates plus site cost reduction initiatives. The mill head
grade averaged 0.324% copper and copper recovery was 81.6%.
Copper Mountain’s revenues for the year ending December 31, 2016,
were $278 million, up 14.9% from $242 million in 2015.
Mining activities were mainly focused in the Pit 2 area and the saddle
area, as well as in the Virginia Pit. Mining in the Virginia Pit was
completed in the latter part of the year and development in the Oriole
deposit was initiated. During the year, a total of 68.8 million tonnes
of material was mined, including 23.4 million tonnes of ore and 45.4
million tonnes of waste. Several production records were set during
the year including a new daily mining record of 242,950 tonnes per
day achieved in the first quarter. The higher mining rate was made
possible by utilizing a short waste haul opportunity and our continued
focus on maximizing haul truck productive hours. The average mining
rate for the year was 187,900 tonnes per day, 8% above our 2016
guidance of 174,000 tonnes per day.
During the year, our mining fleet continued to enjoy favourable
mechanical availabilities with mobile production equipment averaging
over 85% mechanical availability. Total unit open pit average mining
costs of $1.69 per tonne were 12.4% below 2015 mining costs. The
lower unit costs resulted from reduced diesel fuel prices, improved
utilization of our dispatch system, and reduced haulage cycle times
as a result of shorter waste haulage distances. Modifications to
improve haulage options were a key focus in 2016, and continue to
be a main focus going forward. A 5,000 metre diamond drill program
was completed in the west end of Pit 2 during the year. This program
confirmed the continuity of mineralization beyond the west end of
Pit 2 and added 10.8 million tonnes of ore grade mineralization to the
resource. Additional drill programs are planned for 2017 to further
test the western extension.
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LME Copper Price & Relative Share Price Performance Outlook
The first three quarters of 2016 were marked by a deepening of the
downturn in most commodity markets. Copper prices on the London
Metal Exchange continued their downward trend, declining to a
seven-year low in the first quarter of the year. The Company realized
an average price of US$2.19 per pound of copper sold for the year,
while an average copper price of US$2.35 was realized during the
fourth quarter of 2016. During the fourth quarter of 2016, the price
of copper entered a recovery period from its year low of US$1.94
per pound in January, 2016, to rise above US$2.60 per pound in
December. The gains in the price of copper during the final quarter
of 2016, combined with our operational successes, allowed the
Company to deliver positive year end financial performance, which
is reflected in our share price gains.
The share price of our Company, along with the prices of our peer
group and the S&P TSX Global Mining Index, closely tracked the
price of copper throughout the first three quarters of 2016, showing
a substantial recovery late in 2016. The chart above, with upward
movement towards year end, clearly demonstrates this relationship.

Mine Safety Award
I am extremely proud to report that the Copper Mountain Mine has
continued its excellent safety record and, for the third consecutive
year, has been awarded the Edward Prior Safety Award from the B.C.
Government. Established 50 years ago by the B.C. Minister of Mines
and Petroleum Resources to recognize the safety record of mines in
the province, the Edward Prior Safety Award is presented annually to
the mid-sized mining operation with the lowest injury frequency rate.
Once again, this award acknowledges the dedication and strength
of our operating team and reinforces our ongoing commitment to
safety while continuing to achieve new operational efficiencies and
production records.

The Copper Mountain area southwest of Princeton, British
Columbia, has a long history of economic copper production
dating back to the early nineteen hundreds. The Company acquired
the Copper Mountain Mine at the end of 2006, and commenced
production in July 2011. Since this time, we have weathered
production challenges and great volatility in commodity prices
which have served to strengthen both our operating base
and resolve.
At the time of writing, copper is trading in the range of US$2.50 per
pound. However, metal prices are subject to volatile changes from
a variety of factors, such as international economics and political
trends, far beyond the control of the Company. Our focus has
always been on building a strong and successful, cash flow positive
company. The strong performance in 2016 has confirmed that our
facilities and team have advanced the Copper Mountain Mine to
a sustainable, mature mine. We believe we are well positioned to
take advantage of the improved copper prices in 2017.
At this time, on behalf of the board, I would like to acknowledge
the considerable dedication and efforts of our employees, suppliers
and the B.C. Government. Their combined efforts were key in
tackling the challenges necessary to ensure the successful, safe
and environmentally sound operation of the Copper Mountain
Mine through the prolonged copper price downturn. As we enter
2017, our continued focus on safety, cost controls and operational
improvements will ensure that the Company is well positioned to
benefit from higher metal prices over the coming year and beyond.

Sincerely,

Copper Production With Gold & Silver Copper Equivalents
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Financial Highlights
As Copper Mountain Mine completes its fifth full year of production, we are
pleased to report another set of strong operating and financial results during
a challenging year which saw the price of copper fall, early in the year, to its
lowest level in the past seven years. With continued downward pressure in
global commodity markets, the Company drew on the considerable expertise
and strength of its employees and management to meet another year of
challenges arising from a prolonged, depressed copper price environment.
The recovery of the copper price was welcome news by the fourth quarter
of 2016. During the year, the Company paid down $35 million in principal and
interest on its debt and ended the year with $31.4 million in cash and cash
equivalents.

“During the year, the Company paid

down $35 million in principal and
interest on its debt and ended the
year with $31.4 million in cash and
cash equivalents.”

Rod Shier, CPA, CA
Chief Financial Officer

2016 Financial Results(000’s CND$)
2016

2015

$277,996

$241,987

Cash flow from
operations

$46,937

$21,582

Gross Profit (loss)

$27,590

$2,360

Adjusted EBITDA

$62,122

$59,269

Total Assets

$647,790

$647,306

Equity Attributable to
Owners of the Company

$195,533

$176,421

2016 Metal Sales

2016

2015

Copper (million lbs)

82.7

79.8

Gold (oz)

29,900

29,500

Silver (oz)

283,900

287,100

Revenue

During the year, the Company successfully continued its focus on maintaining margins through increased metal production, decreased cash costs
and limited capital expenditures. Production records achieved at the Copper
Mountain Mine in 2016 greatly strengthened the Company’s operating base
and financial position going into 2017. Gold production continues to provide
a strong by-product credit and this, combined with aggressive cost saving
initiatives, contributed to the mine’s success during 2016. As a result, the
Company closed the year with positive margins.
During 2016, the Copper Mountain Mine completed thirteen shipments of
concentrate containing approximately 82.7 million pounds of copper, 29,900
ounces of gold, and 283,900 ounces of silver to Japan for smeltering, and
recorded net revenue of $278 million. The average copper price realized
during the year was US$2.19 per pound, approximately 13.7% below the
Company’s average realized copper price of US$2.49 in 2015. Throughout
2016, the Company continued to evaluate and implement measures to drive
down costs while increasing production. This resulted in a decline in total
cash costs, per pound of copper sold net of by-products and after all off site
charges, from US$1.74 per pound in 2015, to total cash costs of US$1.54
per pound in 2016; approximately 11.5% year-over-year decrease in total
cash costs. During 2016, the Copper Mountain Mine recorded $75.2 million
in cash flow from operations before working capital charges, and recorded
adjusted EBITDA of $62.1 million.
During the year, long-term debt was reduced by $35 million and, since
start-up in July 2011, the mine has paid back over $148 million in principal
and interest on the two debt facilities, both of which carry very low interest
rates and favourable repayment terms.
Today, we recognize the headwinds of the past year worked to not only
strengthen and help optimize mine operations, but to build a Company
steeped in the time honoured tradition of pulling together through a
prolonged economic downturn to come out the other side, stronger and
more committed to our long-term success. It is with great optimism that we
look forward to a more robust operating environment in 2017, as we continue
our focus of increasing cash on the balance sheet and building value for the
shareholders of Copper Mountain Mining.

Sincerely,

Rodney A. Shier, CPA-CA
Chief Financial Officer
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Operations
The mining operation delivered a record year mining 68.8Mt, a 19% increase over 2015.
The Virginia Pit was completed during the year and mining of the Oriole Pit commenced
late in the year. The mine continues to embrace technology to help identify and capture
business improvement opportunities, while the Engineering team continues to model
multiple scenarios and optimize the Life of Mine design.
The mill throughput attained a record 14.2Mt of ore, an 11% increase over 2015.
An average milling rate of 38,900 tonnes per day was achieved for the year, exceeding
the original design of 35,000. This confirms the positive impact of the secondary crusher
installation and the associated improvements. Optimizations continue to be pursued to
further maximize performance.

“2016 was another year of

production increases and
further optimization for
Copper Mountain. The team
safety performance has been
exceptional, being recognized a
third consecutive year with the
Edward Prior Safety Award for
the safest mid-sized mine
in British Columbia.”

Don Strickland, P.Eng.
VP Operations & GM

A focus on continued cost reductions was a priority in coping with the low copper price.
Our team, our suppliers and our stakeholders were very supportive in working together to
reduce costs and increase productivity.
The 2016 achievements are a true testament of the strength and dedication of the team,
and the workplace culture of working together to strive for continuous improvement. After
completing five years of operation, intensive reviews were completed of our environmental
performance and tailings facility, confirming the programs are effective at mitigating
environmental impact and risk.

Production

2016

2015

Copper Production (000’s lbs)

82,900

77,600

Gold Production (oz)

30,800

29,200

Silver Production (oz)

291,900 276,300

2016 Quarterly Copper
Equivalent Production (Mil Lbs Cu)
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2016 Operating Costs

$1.61
$1.16

$1.58
$1.17

Q1
Site Costs

Q2

$1.45
$0.97

Q3

Open
Communication

$1.64
$1.25

Q4

Total Costs

Respect
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Open Pit Mining
Mine production averaged 188,000 tonnes per day in 2016, the highest annual production
rate since the start of the mine. This was supported by drilling 626 km of blast holes and
loading 19,605 tonnes of explosives.
Mining continued in Pit 2 and started in the Pit 3, Stage 3 area. Mining of the Virginia Pit
was completed during the year and shortly thereafter pioneering and overburden removal
in Oriole Pit commenced. A key improvement to the mine production was the shortened
haulage distance of waste rock.

“2016 has been a record year

for mine operation; the team
drilled, blasted and moved more
tonnes than ever before.”

Patrik Gillerstedt, M.A.Sc.
Mine Operations Manager

With the new mine plan developed during 2016 with the higher production rate the drilling
and blasting capacity has become a challenge in the short term. Therefore, a major focus
has been initiated to improve the availability and utilization of the drills. With the support
from major suppliers, an action plan has been established, and improvements have been
seen. The delays for the drills in operation have been reduced, resulting in improvements
in operational efficiency of more than 12% compared with the beginning of the year.
Mine operations will continue to focus on
maximising mine production and reducing
costs by identifying potential enhancements
and working to implement improvements.

Mine

2016

2015

Total tonnes mined (000’s)

68,780

57,658

Ore tonnes mined (000’s)

23,421

22,516

Waste tonnes (000’s)

45,359

35,142

1.94

1.56

Stripping ratio

Engineering
2016 saw the successful completion of the
Virginia Pit. Engineering was able to apply
the experience gained in this smaller pit to
begin planning the pre-stripping of the Oriole
Pit in preparation for selective but efficient
mining there. Pit 2 South continued to be
a very dependable ore source, particularly
with the nearby expanded North Waste Rock
Storage Area. Pit 3, Stage 3 development
was in sync with our 2016 plan, and we
realized the efficiencies forecasted.

“The strength of the engineering

team at Copper Mountain lies
in the pride we take in putting
a solid plan together and seeing
it through effective execution.”

Gord Frost, B.Sc.(Eng)
Chief Mine Engineer
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The year was also one of opportunities. As
the year opened with economic uncertainty,
technology adoption was seen as a means
to allow blast hole planning to be more
flexible and adaptive to measured conditions.
Engineering is also testing an equipment
health monitoring system to measure key
equipment parameters in real-time.
Much of 2016 was spent examining multiple
mining scenarios for the future at Copper
Mountain. These form a solid foundation for
the 2017 Mine Plan, and life-of-mine.

Mill Operation
During the year our focus continued to be directed toward increasing the milling throughput
rate, which increased quarter over quarter, peaking at an average rate of 1,833 tph for the
fourth quarter. Mechanical availability also increased throughout the year to an all-time
high of 93.7%, in the fourth quarter. Together, these yielded an average daily throughput
of 41,200 tpd during the fourth quarter, an 18% improvement over nameplate tonnage of
35,000 tpd, and the highest quarterly throughput achieved since mill start-up.
Throughout 2016 a focus was put on strengthening our relationships with key vendors to
find the lowest cost options, while maintaining or improving performance. This allowed for
reduced unit costs as throughput increased while input costs were reduced.

“2016 continued the trend of

continuous improvement in
mill operations.”

Despite the additional throughput, recovery was maintained. This will be a key focus of the
technical group as additional opportunity remains to be unlocked.

Mill

Mill Throughput (000’s tpd)

Mike Westendorf, P. Eng.
Mill Manager
33.2

35.6

37.4

2015

34.1

37.1

37.3

40

41.2

2016

2015

Total tonnes milled (000’s)

14,238

12,805

Feed Grade (Cu%)

0.32%

0.34%

Recovery (%)

81.6%

82.1%

Operating Time (%)

92.1%

91.8%

Tonnes Milled (tpd)

38,900

35,100

2016

Safety
Based on a solid incident reporting,
investigation and analysis system to identify
immediate and root causes, safety efforts
in 2016 were focused on implementing
a document control system for approved
standards, and audit training on a departmental basis. The “Safety Action Tracker”
program designed to monitor corrective
actions arising from investigations, inspections or other safety opportunities saw the
addition and completion of over 500 safety
actions during the year.

“Copper Mountain was presented
the Edward Prior Safety Award
for the third consecutive year by
the Province of British Columbia.
This award is presented annually
to the mine with the lowest lost
time injury frequency while
working between 200,000 and
1,000,000 hours.”
Trevor Phelps,
Health & Safety Manager

A total of forty training sessions were
provided for sixty-three Emergency
Response Team members with a continued
focus on critical competencies.
The Joint Occupational Health, Safety and Environment Committee was very busy during
the year. Twelve workplace inspections and meetings were conducted by the JOHSEC
in 2016 and JOHSEC members actively participated in all incident investigations, and the
review of new/revised Standard Operating Procedures.
Year-on-year safety performance remains strong with a focus on safety fundamentals and
continuous advancement in a risk management based culture. Incident “flash” reporting
which includes “near hits”, is a positive leading indicator while the relative percentage
of “medium risk” incidents reported declined by 30%, and those reported as “high risk”
declined by 50% from a similar number of incidents reported in 2015.

Copper Mountain Mining Corporation
2016 Annual Report
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ENVIRONMENTAL STEWARDSHIP
At Copper Mountain the team endeavours to carry out all our activities in a conscientious
and respectful manner. We encourage judicious environmental stewardship and believe
that being a good neighbour begins by effectively minimizing our environmental footprint.
This is achieved through an ongoing engagement and monitoring process that is maintained throughout the entire life cycle of our mine.
In 2016, the mine continued to focus on ensuring the Tailings Management Facility is
designed, constructed, and operated to a high industry standard to minimize potential risks
to the environment. This was achieved through the following activities undertaken in 2016:
»» Geotechnical and geophysical
investigations to increase characterization
of foundation materials.

“The Company is continuously

striving to improve our
performance in minimizing our
environmental footprint.”

Michelle DesJardins, M.Sc.
Environmental Superintendent

»» Additional instrumentation installed in the
dams to monitor stability and subsurface
water levels.

»» Engineer of Record conducted the
annual Dam Safety Inspection as well as
regular audits and quality control checks
throughout the construction season.
»» An Independent Tailings Review Board
was formed and visited the site.

»» A 5-year Dam Safety Review was
completed by a third-party qualified
professional engineer.
For the mine site as a whole, routine environmental monitoring programs, and the
additional fish health and population study conducted in 2016, continued to report
favourable conditions in the surrounding receiving environment.

HUMAN RESOURCES & COMMUNITY RELATIONS
In 2016, we were recognized by the British Columbia Industry Training Authority for
our commitment to the Apprenticeship Program. There are currently 19 apprentices in
progress, with 6 receiving their Red Seals designation in 2016. The retention rate for
this program was 100%.
Copper Mountain Mine’s partnership with the Upper Similkameen Indian Band has
provided employment opportunities for both Upper and Lower Band members.

“Our 2016 workforce totals

435, which is slightly
increased from 2015 levels.
Candidates for entry level
positions continue to be from
the local community.”

Kim Vokey, CHRP
Human Resources Manager
Mining Day in Princeton was held on May 13, 2016. Premier Christy Clark attended
the events in the Town of Princeton and toured the Copper Mountain Mine
site. Attendance for the event exceeded 600 people. A number of key suppliers
displayed their contributions to mining and over 250 people participated in bus
tours of the Copper Mountain Mine.
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MINE Administration

“In 2016, we raised the bar in our supply chain on several fronts to further
reduce costs and improve efficiencies. One main area of focus was on
energy procurement and placing a focus on the efficient use of energy.”

Walt Halipchuk, SCMP, CPA, CMA
Administration / Energy Manager
An innovative fuel purchasing strategy was launched which delivered significant cost
reductions reducing haulage costs in our mine operations. The new strategy took advantage
of the proximity of the Copper Mountain Mine to global fuel oil trading markets and required
reworking and streamlining the entire fuel supply chain from refinery to the mine site
which delivered excellent savings. In addition, electricity cost savings were delivered from
our participation in two-step conservation rate for direct transmission service customers.
These savings have directly benefited grinding costs in our milling operation. The Energy
Management program, in conjunction with BC Hydro has identified several opportunities for
additional energy reductions.
Additional value has been realized by working with suppliers to make product improvements, aided by analyzing data collected through our intelligent mine and mill control
systems. One example of this is where crusher data has been analyzed and shared with
a supplier to develop design improvements to liner casting profiles which have resulted in
increased production, wear life improvements and an improved finer crushed product.

EXPLORATION

“Geological studies remain

ongoing in order to maximize
the effectiveness and efficiency
of exploration programs.”

Peter Holbek, P.Geo, M.Sc.
VP of Exploration

A 5,000 metre diamond drilling program was successfully carried out on the
northwestern end of Pit 2 to upgrade and expand resources in this area.
Exploration activities at the mine site were modest in keeping with cost reduction programs
dictated by metal prices. A 5,000 metre diamond drilling program was successfully carried
out on the western end of Pit 2 to upgrade and expand resources in this area. More than
10 million tonnes of ‘low-strip’ mineralization was added to the resource, which will allow
outward expansion of the Pit, and also potentially an increase in Pit depth. It is anticipated
that additional drilling will be undertaken in 2017 to further expand Pit 2 to the west.
Airborne Z-TEM and magnetic susceptibility, geophysical surveys were flown over the
Fenton Property and two areas were identified for potential drill definition targets. The
Fenton Property is located 33 km south of Houston, British Columbia and is an advanced
stage polymetallic exploration project with significant potential. Three dimensional inversion
and interpretation of the geophysical data is currently in process.
Copper Mountain Mining Corporation
2016 Annual Report
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