





DIRECTORS’ REPORT TO SHAREHOLDERS

It is a pleasure to report on our best year ever in terms of net income, asset growth and
development activities. Earnings per share climbed to a record 19.0¢ on net income of
$3,183,000. Operating revenues were up 6% to $4,093,000 while operating expenses increased
21% to $4,023,000 reflecting the Company’s broadening scope of activities. Mineral exploration
and development expenditures for the entire Imperial Metals Corporation Group were
$14,300,000, an increase of $4,500,000 over 1988 levels. The Group’s oil and gas acquisition,
exploration and development expenditures were $3,400,000, up $2,600,000 from last year.

Long term assets increased 37% to $29,764,000 depleting cash at year end. Cash was
subsequently replenished by a fully subscribed $4,850,000 rights offering and by the sale of 9% of
the Company’s equity position in Anglesey Mining plc for proceeds of $1,526,000.

Fiscal 1989 was Imperial’s fifth consecutive year of profitable operations. This is Eg
|

particularly significant when it is considered that Imperial has primarily been a mineral explorer
throughout this period and has remained debt free while advancing to a point of transition

where a number of its key mineral properties have reached the development stage. Imperial’s

strong balance sheet is due in part to its strategy of spinning off certain projects into affiliated
companies where appropriate, thus creating single purpose enterprises whose mission and value
can readily be identified and measured. When we reported last year on the creation of Cathedral
Gold Corporation, the launching of Anglesey Mining plc and developments within Colony
Pacific’s excellent portfolio of polymetallic properties, the market value of the Company’s equity
position in these affiliates was $4,704,000. It had risen to $18,488,000 by year end and at the
time of writing the market value was $26,940,000 or $1.27 per Imperial share!

Diversity, successful trading activities and workable financing strategies have been the key
elements of our continued growth and profitability. As we enter the 1990’s Imperial stands as a
company in transition from mineral explorer to a diversified mineral producer. Developments at
our key projects in the next few years should provide Imperial with participation in copper and
gold production in British Columbia at the Ajax, Mount Polley and Porcher Island properties, in
uranium production in Nebraska at Crow Butte, and in copper, lead and zinc production at Parys
Mountain in the UK. and at Blue Moon in California.

The success of any enterprise depends on the talent, skill and dedication of its people. We
wish to take this opportunity to recognize their contributions during the year and their

continuing efforts on behalf of the Imperial Group.

Outlook

The company is often asked about its commodity price expectations. We usually caution
that no one can consistently and accurately foretell prices because they can be greatly affected by
unpredictable events. Successful resource companies never base their decisions solely on
commodity price forecasts nor on short-term fluctuations. Many other factors, including those
relating to the competitive advantage of one resource development over another, are always
taken into consideration.

In the past few years, the world has witnessed sudden and sometimes dramatic movements
in resource prices. Many of us sense that resource prices are now entering into a period of
relative stability. Starting with base metals, although we feel it is unlikely that prices, especially in
the case of copper and nickel, will remain at current levels, we also feel it is unlikely that they
will return to the very depressed levels of 1985 and 1986 when few metal mines in the Western
World were profitable and when it was very difficult to bring new production on stream. Moving
to gold, it must be recognized that it has currently lost much of its attraction for many
speculative investors. This situation may be temporary. Gold loan financing and forward selling
by producers accelerated supplies by an estimated 12-15,000,000 ounces in 1988, while
traditional price stimulants such as record government deficits, Third World debt, the looming
U.S. savings and loan crisis, the persistent fear of inflation and a generally weak U.S. dollar are still
very much a part of the present gold market. We expect gold to establish trading patterns
between $350 and $450 US. in the next few years. On the energy side, the uranium market
reminds us very much of the copper market of a few years ago. For the last three years,
consumption has exceeded production and inventories are falling below levels considered
appropriate for the orderly flow of this commodity to its end users. Record low spot prices are
well beneath the average cash cost of production of most producers, some of whom are finding
it attractive to suspend production and rely upon spot market purchases to deliver on their
existing contracts. The current situation cannot go on much longer, especially in light of the
O.E.C.D.’s recent prediction for a 3.8% compound annual growth in nuclear power to the year
2000. Uranium prices will soon be heading up. As for oil and gas, we feel that the current price
ratio will shift in favor of gas as a direct result of the Free Trade Agreement between Canada and
the United States. The Agreement assures the U.S. of reliable and steady gas supplies from Canada
and this will encourage investors to commit the funds required to upgrade and expand existing
pipeline distribution facilities. Environmental concerns will also encourage the replacement of
oil by gas as an energy source. We expect to see oil at $15 to $20 per barrel and gas steadily

increasing in price over the next three years.
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Dr. Hugh C. Morris Pierre B. Lebel
Chairman President
Chief Executive Officer Chief Operating Officer
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CONSOLIDATED STATEMENT OF

HETAINED EARN!HGS
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1989 - 1988

Retained Earnings, Bcgmnmg of Year $ 4,859,255 $ 3022928
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CONSOLIDATED STATEMENT OF CASH FLOWS
Year Ended March 31,1989 ' : '

1989 1988

'OPERATING ACTIVITIES : L i ey '
~ Operations (Note 12) : . $ 649540 5 2082424
- Decrease in deferred revenue ‘ (61,309)  (45070)
- Net change in non-cash operating balances " : el -
~ (Note13) T
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NOTES To GONSOLIDATED FINANGIAL
srntsnsnrs'
March311989

Mineral Properties

“The Compmy follows the mcthod of accountmg for its mmeral propcrﬂcs Whercby all costs
related to acquisition, explorauon and development, mcluding du'ectly assoaated techmcal and
' 'adunmstratmexpenscs arccapitahzcdbypmperty :

‘No gams or losses are recogaizcd on the sale ofmmeml properties cxcept when there is a

~ material dlsposmon of reservcs All cmer procecds are credxu:ﬁ against the cost of the related

pmpcrue&
On the commencement of commercial producnon, net costs are cha.rged to operatmns on the
umt-of productton method by property basecl upon csumated rccoverablc reserves.

! Mlncral ptopemes atewnttendownwhen apennanentandsngmﬁcam c&echmmtlmxrvaluelms‘

e occurrcdandarcmttcnoﬂ'when abmﬂoned.

Equipmmtandlmeholdlngpnnmems ’ LY : ;
B Eqmpment and leascheld unprovcments are camr:d at cost I&ss accumulated deprecnatlon and
, amort:zauon Thcy are depreaatcd over the:t cshmatcd uscful Tives as follows:

Computcr eqmpmcm and software - 30% dechning balance
- Equipment b - 20% declining balance
,Furmturemdﬁxmres R L declining balance
Lcascholdlmpmvemcms - straightline over term oflcase
o ,,Vehxcles O e e 30% declimngbat:mcc

o Operatingagfeementsforﬂ:emamgenmntofccﬂamhnntcdpar&erslnpsarecamedatcostlessf','

: ~ revenue unul dchveryis made

. accumulated amomzanm Thc agrecmems are amomzcd ona stralght-hnc basis over the termof
- ‘the mmal fee connm o ,, , . , ,, , , ;

Pamaents necewed atmbutable to gas commctcd for but not dcﬁvercd are recordcd as deferred

2 Premlums ‘ng from ﬁow~thtough olfenngs are. credited to mincral propcmw w0 rcﬂect the o
- allocation to the subscribers of the flow- dtrough sl}nres of the i income tax bencﬁts ﬂowmg ﬁ-om L
~ the related nunctal property txpendlmres '

T illl ll't‘ﬂ” ofmneign ctmg, e - ; . . .
';',ffmmaxnm@mmmmmxmo@mdom%m :

S Monctzryassew and monetaryhabihues atthc mte ofcxchangc prevailing at thebalancc sheet
- date.
' Nonmonetary assets, mciudmg deplctlon and dcpreciatlon, and non—monetary liabilities at the
, 'ratc ofexdlange prcvmlmg at the time ofacqmsinon of the asscts or assumpuon ofthe
e ’Revenuc and cxpcnss (other than deplemm and deprccxanon) at rates apprommanng the
5 ratesofexdaange prcvmhngan medatcsofthe mnsacnons

Gains or losses on the translauon are mcluded in mcome

! Joint Ventures

' A s:gmﬁcam portion of the Company‘s cxploramm and opcratmg activities is conducted ;omtly
: w1th others and accordmgly these ﬁnancml statements reﬂect only the Company’s proportionate
~ interest in such actmtws
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’NOT!S 'I'O CDNSDtlDATED FiNANcIAL
STATEHENTS
March 31, 1989

. 't. Parlnorsh&p lnteres!s

The Compaﬂjfs pmpomomteshareofmeparmershxps revenuc,cxpenses ‘assets and
,hahthsxsash!lows < : :
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CONSOLIDATED FINANCIAL ; ~ NOTES TO couso;:narr—:n FlunucuAL
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- March 31,1989

9. Sham caplta!
Authorizcd ‘

: 1,000,000 o Class Anon-voung 6% cumulative prefcn:ed shares w;th a parvaluc of
: S $5 each.

1,000,000 o Clasanmvotmgannuiatweprcfcrrcdsharcsmthaparvalucof$10
each, convertible and redcemabieatpar '

100,000000 Common shares with no par value. '

R vl B L e L e I T L
. Shares  Vale  Shares  Vaue

 Balance, bcgmnmgof}tar e - % - 474738 52373690
Convcrted to comonshares oo B e e T8 (2373.690).

, Baiance begmnmgofwar e '16,861',733"$16;724;936 xs 022486 514 41@086, "
, ()noonversimofprem'redshares E T 1"898952 : 2373690
~ On exeras:: of stock opmms 251,000 251,090 .

,Balance ot ofycar “17,112 738 $16,975,936 16,861 738 516724’ ‘36

T smms ; : e
e ,OP“OHS were 0mfstaﬂdmg at March 31, 1989 to direcmfs, oﬁcexs and employces for me
, rpmchas& of835 000 shares, exercnsab!t at $1 15 pet sharc exptnng on Septemb - 22 1992
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NOTES TO CONSOLIDATED FINANCIAL | NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS . STATEMENTS
March 31, 1989 i March 31, 1989 ’, ot g ¥

15. Holabd Party Transactions ' ' : 19. Segmen!ed information

Rclaxed party transactions with affiliated companies and partnerships not disclosed elsewhere in i The Company 1s mvelvcd in mineral and oil and gas exploration, development and productmn,
~ these financial statements are as follows: : and investing in and provndmg managemcm services to companies and partnerships involved
; 1989 1988 in similar actmucs Its major opemtlons and interests outside North America are in the
United ngdom and Mexico. - ,
Accounts receivable ' $ 636,292 $ 1,059,280 ¢ Lo Oﬂmd(;as S Mincrals Management Services Corporate Consolidated
Advances receivable, “‘d“d‘“g amounts die. . . ' ' s 1989 1988 1989 1988 1989 1988 1989 1988 1989 1988
~ within one year 1,196,942 1,089,866 '
Accounts payable 93,800 - ' . “Canada 1812770 1942214 78944 43400 1228988 883208 246334 334243 3,367,036 - 3203065
Longtcrmdcbt, mcludmg amoums due ’ , , : ’ . UnitedStates . ' 5766 19147 Ca T L s70611 654883 - Co 76377 674030
 within one year 203,744 414990 o oke L s adeeds A FL e
; 'M nifees ’ 1,891,997 1,538,001 . Expenses ' 1439926 1148156 ~ 632878 465616 352133 = 272,129 = 652263 563842 3,077,200 2449743
Interest income - 3,551 5,798 ; : s ' and Amortization _ E 642130 530657 . 32667 17.193 243168 312384 28,102 21709 946076 881943
Interest expense 2,331 19910 , " OpertingIncome (Loss)  (263529) 282548 (586,601) (439.409) 1354298 953578  (434031) (251308) 70137 545409
: Other income - 42426 23,324 , : Canada L. (263964) 292398 (SB6601) | (439.409) 994,603 719834  (434031) (251308) (289.993) 321515 B
e Pre (‘k Onsak: {)flntcrcst lﬂ mmcral . e ottt - ; a5 ©9850) S W - 236788 233744 ey = 237,223 223,894 . . .
: Other j e e e s e - s e e LK W ‘ e
propcmesﬁ)rsh:wesofamhatc : otk it i o e N

»

s swslsm‘s 78944 s 43400 $1969599 SISIBOI $ 246336 5 334243 § 4093413 S 3877095

- »

s

» wmew e e
W ow;m s

BI85 AT 5t C AdGede
[y : i - Gainon dilution of

Err | i i £ LTl k - 4003749 416406 4003749 416,006

16, Subsoquen'tEvents e T e e , , ¥y o gle ofmarketble Gi e : e , , i et
iy L ' G EE L seaurities = - T e T PIG6) 1056526 - (MBS LMLAM -

, , Gain on sale of mineral ' ' ‘ ~ '

the(: pmysoldanmterestmusUmtchmgdomaﬂihate Anglesememgplc for o L Propertywritedowns

;procc ds of $1,526,000, reahnngagsmof$748000afterdedumnnofdcferredmcome (el ey : e e

| : Ly © ncome (low) before

lncmne’!‘mmd,,

. - ,1519.783 270162 - S CUmm b ~f1.519;rsa : 27!0,162’ -
'(wsszx) (563,768) - (525431) SR e et L T G {
ggm) 1 = 42330 242957 2971851 29574

(.

© $(473295) 5 89555 $ 360,414 S(652348) $1,354,298. 5 996335 § 3,351.523 5125319 § 4,601
. (470,778) 286226 60,370  (607099) 994603 762591  (555927) - 263763
@517 (196671) - 309046 . (45249) 236788 233744 . 68526 . 989433

i == L - 122907 - 3838924 0 ¢ -

@

” 843 ¢ 256533 9.439,145 $9787977 § 69270 S 266290 $12,075,247 511556930 $32,64 :
| 7es18é2 6125087 3805867 4737525 69270 41290 5403971 8916126 w,szm 9,826.028

129001 131446 5617,729 5034993 L~ 225000, . 215,646 . 182071 . 5,962,374

Mhhieioomo 185490 15459 T o - 6455630 2458733 6471089

£ :;2,447&72 s 354593 n 705,624 $2643624 $ 22690 5 46654 $ 4,050,516 S 2487972 $ 8225902
& 2447369 853858 1,110,605 1455216 22,690 46654 agdomre 2000114 7,521,556
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